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Everv  person  who  maliciously 
cuts,  deldces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  com,  model, 
apparatus,  or  other  work  ol  ht- 
eraiure,  art.  mechanics  or  ob- 
lect  oi  curiosity,  deposited  in 
any  put>lic  library,  gallery, 
museum  or  collection  is  guilty 
ol  a  misdemeanor. 
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ARE  CEOs  PAID 

00  MUCH? 


Diamonds  are 
forever, 
and  Mercedes-Benz 
is  working  on  it. 


In  this  age  of  throwaway  cameras 
and  disposable  wristwatches,  the 
Mercedes-Benz  obsession  with 
mechanical  endurance  may  seem 
almost  quaint. 

But  Mercedes-Benz  recognizes 
that  an  automobile  is  the  second 
most  important  purchase  most 
people  will  ever  make.  And  that 
designing  cars  to  run  as  reliably 
and  last  as  long  as  possible  is  more 
than  a  challenge  to  the  engineers. 
It's  an  obligation  to  the  customer. 

Which  may  explain  why  the 
makers  of  the  1.2  million-mile 
sedan  that  has  been  called  "the 
world's  most  durable  car"  continue 


to  probe  the  frontiers  of  automo- 
tive longevity. 

By  placing  a  finished  car  body 
in  a  chamber  filled  with  moist  salt 
air  heated  to  212°F — duplicating 
years  of  real-world  corrosion  in 
hours.  By  lavishing  as  much  as 
6.6  pounds  of  plasticized  sealant 
on  the  car's  body  seams  alone. 
By  adding  an  extra  coat  of  elas- 
ticized  paint  below  the  belt  line 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


of  every  car,  to  help  protect  the 
steel  beneath  from  stone  chips 
and  gravel. 

From  the  first  design  sketch, 
through  years  of  development,  to 
the  final  turn  of  the  last  screw  on 
the  production  line — the  driving 
idea  behind  every  Mercedes  is  to 
keep  rewarding  its  owner,  long 
after  the  new-car  glow  is  gone. 

So  while  almost  any  car  can 
excite  you  about  the  idea  of  buying 
it,  a  Mercedes-Benz  can  also  excite 
you  about  the  idea  of  keeping  it. 

For  more  information  on  the 
durable  cars  of  Mercedes-Benz, 
call  1-800-336-8282  toll  free. 
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PRODUCTION 

change  from  last  week;  —0.3% 
Change  from  last  year:  -4.1% 
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The  production  index  fell  for  the  week  ended  Apr.  13.  On  a  seasonally 
adjusted  basis,  output  of  trucks,  autos,  steel,  and  crude-oil  refining  dropped.  Electric 
power,  cool,  paper,  poperboard,  rail-freight  traffic,  and  lumber  production  oil 
increased.  Before  calculation  of  the  four-week  moving  average,  the  index  rose  to 
172.1,  from  170  in  the  previous  week  when  some  factories  may  have  been  closed  for 
the  Eoster  holiday. 

BW  production  index  copyright  1991  by  McGrow-Hill  Inc 


LEADING 

Change  from  last  week;  0.1% 
Change  from  last  year;  -0.2% 
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The  leading  index  rose  slightly  tor  the  week  ended  Apr.  13,  its  sixth  increase 
the  post  seven  weeks.  Stock  prices  fell,  and  the  number  of  business  failures  increase 
sharply,  while  the  change  in  materials  prices  strengthened.  Bond  yields  and  tt 
growth  rates  for  M2  and  real  estate  loans  were  unchanged  from  the  previous  wee 
Prior  to  calculation  of  the  four-week  moving  overage,  the  index  edged  up  to  21' 
from  215.8  the  week  before. 

leoding  index  copyright  1991  by  Center  for  Internotionol  Business  Cycle  Reseorch 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


latest 
week 

Week  ° 
ago 

'o  change 
year  ago 

STEEL  (4/20)  thous.  of  net  tons 

1,615 

1,604# 

-17.7 

AUTOS  (4/20)  units 

1 10,952 

98,678r# 

-1.3 

TRUCKS  (4/20)  units 

66,561 

61,321r# 

-5.2 

ELECTRIC  POWER  (4/20)  millions  of  kilowatt-hours 

51,106 

50,807  # 

1.9 

CRUDE-OIL  REFINING  (4/20)  thous.  of  bbl./day 

12,987 

1 3,053  # 

-2.2 

COAL  (4/ 1 3)  thous.  of  net  tons 

19,051  # 

18,629 

-8.2 

PAPERBOARD  (4/13)  thous.  of  tons 

745.4  ?f 

730.8r 

-2.0 

PAPER  (4/13)  thous.  of  tons 

749.0  # 

743.0r 

0.5 

LUMBER  (4/13)  millions  of  ft. 

497.9  # 

486.7 

1.3 

RAIL  FREIGHT  (4/ 1 3)  billions  of  ton-miles 

19.0# 

18.5 

-4.0 

Sources;  American  Iron  &  Steel  Inst.,  Ward's  Automotive 
icon  Petroleum  Inst.,  Energy  Dept.,  American  Paper  Ins 
American  Railroads. 

Reports,  Edison  Electric  Inst.,  Amer- 
t,,  WWPA',  SFPA-,  Association  of 

FOREIGN  EXCHANGE 

Lotest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (4/24) 

138 

136 

159 

GERMAN  MARK  (4/24) 

1.74 

1.67 

1.68 

BRITISH  POUND  (4/24) 

1.70 

1.79 

1.63 

FRENCH  FRANC  (4/24) 

5.88 

5.64 

5.64 

CANADIAN  DOLLAR  (4/24) 

1.13 

1.15 

1.16 

SWISS  FRANC  14/24) 

1.46 

1.42 

1.46 

MEXICAN  PESO  (4/24)^ 

2,981 

2,977 

2,801 

Sources:  Ma|or  New  York  banks.  Currencies  expressed 
British  pounci  expressed  in  dollars. 

in  units  per  U 

S.  dollar,  e 

xcept  for 

Latest 
week 

Week  ■ 
ago 

yt>  Change 
year  ago 

GOLD  (4/24)  $/troy  oz. 

355.500 

360.650 

-4.3 

STEEL  SCRAP  (4/23)  c  l  heavy,  $/ton 

100.50 

100.50 

-7,8 

FOODSTUFFS  (4/22)  index,  1967=  100 

207.5 

208.9 

-9.0 

COPPER  (4/20)  c /lb. 

1 14.0 

1 12.6 

-7.8 

ALUMINUM  (4/20)  I. /lb. 

64.6 

65.1 

-10.0 

WHEAT  (4/20)  #2  hard,  $/bu. 

2.97 

2.98 

-28.4 

COTTON  (4/20)  strict  low  middling  1-1/16  in.,  e/lb. 

80.34 

81.27 

13.7 

Sources:  London  Wed.  final  setting,  Chicogo  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Konsos  City  mkt.,  Memphis  mkt. 

Latest 
week 

Week 
ago 

%  Cha  g 
year  i 

STOCK  PRICES  (4/19)  S&P  500 

386.38 

376.68 

14 

CORPORATE  BOND  YIELD,  Aaa  (4/19) 

8.81% 

8.87% 

-3 

INDUSTRIAL  MATERIALS  PRICES  (4/19) 

95.4 

95.6 

-1 

BUSINESS  FAILURES  (4/1 2) 

410 

371 

35 

REAL  ESTATE  LOANS  (4/10)  billions 

$402.4 

$401.7 

) 

MONEY  SUPPLY,  M2  (4/8)  billions 

$3,394.7 

$3,392.4r 

5 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/6)  thous. 

451 

473 

25 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dui 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seas 
ally  adjusts  data  on  business  failures  and  real  estate  loons. 

MONTHLY  ECONOMIC  INDICATORS  . 

Latest 
month 

Month 
ago 

%  Chai 
yean 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Mar )  bil 

ions  $1 10.3 

$117.6r 

-1. 

RETAIL  SALES  (Mar.)  billions 

$149.6 

$150.8r 

-4 

REAL  GROSS  WEEKLY  PAY  (Mar.) 

$255.32 

$254.81 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Mar  )  millions     $40,845  - 

-$26,177r 

2: 

Sources:  Commerce  Dept.,  Census  Dept.,  BLS,  Treasury  Dept. 

MONETARY  INDICATORS  i 

latest 
week 

Week 
ago 

%  Choi 
year  c 

MONEY  SUPPLY,  Ml  (4/8) 

$841.4 

$851.8r 

BANKS'  BUSINESS  LOANS  (4/i0) 

317.6 

320.8r 

FREE  RESERVES  (4/17) 

760 

l,205r 

2 

NONFINANCIAL  COMMERCIAL  PAPER  (4/10) 

150.2 

149.3r 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves 
0  two-week  period  in  millions). 

which  are  expressed 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (4/23) 

5.92% 

6.05% 

8.24 

PRIME  (4/24) 

8.75-9.00  i 

.75-9.00 

10.00 

COMMERCIAL  PAPER  3-MONTH  (4/23) 

6.1 1 

6.01 

8.37 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/24) 

6.08 

6.00 

8.53 

EURODOLLAR  3-MONTH  (4/20) 

6.04 

6.05 

8.40 

Sources:  Federal  Reserve  Board,  First  Boston 


Ji  Raw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  indei 
1  =^  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  ma 


,  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipme 
ket  value         NA  —  Not  available         r  — revised         NM  =  Not  meaningful 
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Just  Remember, 
Y)u're  Heie  On  Business. 


Who  says  work  can't  be 
enjoyable? 

When  you  stay  at  any  of 
41  Omni  Hotels  Worldwide, 
you'll  find  every  conven- 
ience for  doing  business. 
Including  the  best  business 
locations.  But  you'll  also 
find  everything  required  for 
pleasant  living.  Like  big, 
comfortable  rooms,  gourmet 


dining  and  gracious,  atten- 
tive service. 

Plus  as  a  Select  Guest 
Club  member,  you  can 
enjoy  additional  privileges 
such  as  priority  room  avail- 
ability, accommodation 
upgrades,  evening  turn-down 
service,  complimentary  coffee 
and  the  morning  paper  deliv- 
ered with  your  wake-up  call. 


express  check-out  and  more. 

Everything  you'll  need  to 
conduct  your  business  and 
rejuvenate  your  spirit.  All 
for  less  than  you'd  expect 
from  an  Omni  Hotel. 

So  next  time  you  set  out 
on  business,  remember 
Omni  Hotels.  Then  we'll 
do  our  best  to  make  you 
forget  why  you're  here. 


Omni  ^HOTELS' 

For  Reservations  Call  Your  Travel  Agent  Or 


1-800-THE-OMNI 


Stay  At  An  Omni  Hotel  In: 

Atlanta,  GA 
Baltimore,  MD 

Boston,  MA 
Chapel  Hill,  NC 
Charleston,  SC 
Charlotte,  NC 
Charlottesville,  VA 
Chicago,  IL 
Cincinnati,  OH 
Dallas,  TX 
Detroit,  MI 
Durham,  NC 
Evanston,  IL 
Indianapolis,  IN 
Jacksonville,  FL 
Lake  George,  NY 
Memphis,  TN 
Miami,  FL 
Minneapolis,  MN 
New  Orleans,  LA 

New  York,  NY 
Newport  News,  VA 
Norfolk,  VA 
Orlando,  FL 
Philadelphia,  PA 
Providence,  RI 
Richmond,  VA 
San  Diego,  CA 
San  Mateo,  CA 
Tampa,  FL 
Virginia  Beach,  VA 
Washington,  DC 
Cancun,  Mexico 
Lxtapa,  Mexico 
Hong  Kong 
Singapore 

Where  You  Want  To  Be 
When  You  HaveTo  Be  Away. 


lciN«l  Omni  HotfU 
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GETTING  A  FAIR  PIECE 

OF  THE  PIE  IN  EASTERN  EUROPE 

Your  story  on  business  in  Eastern 
Europe  ("Reawakening,"  Special 
Report,  Apr.  15)  was  right  on  target, 
and  I  was  impressed  with  the  way  you 
provided  a  balanced  picture  of  the  vast 
opportunity  as  well  as  the  real  risks  and 
frustrations  that  await  those  Americans 
who  are  considering  a  role  in  this  re- 
gion's economic  revitalization. 

Our  nation's  economic  strength 
brought  about  many  of  the  dramatic 
changes  that  have  transformed  the  re- 
gion, and  it  is  up  to  us  to  help  these 
countries  get  on  their  feet. 

But  we  should  be  there  seeking  our 
fair  share.  Too  often,  countries  other 
than  the  U.  S.  have  taken  all  the  re- 
wards of  a  changing  economic  land- 
scape. I  have  formed  an  organization, 
The  Economic  Alliance  for  Global  Links 
to  Europe  (EAGLE),  to  put  midsize  Ameri- 
can businesses  together  with  their  coun- 
terparts in  Eastern  Europe  and  the  Sovi- 
et Union.  We  will  work  with  them  to 
remove  many  of  the  roadblocks  to  eco- 
nomic revitalization  you  described. 

Admiral  Elmo  R.  Zumwalt  Jr.  (Ret.) 

EAGLE 
Alexandria,  Va. 

THE  COST  OF  DOING 

DIRTY  BUSINESS  IN  CHINA  

The  revelations  in  "China's  ugly  ex- 
port secret:  Prison  labor"  (Interna- 
tional Business,  Apr.  22)  illustrate  how 
American  businesses  can  be  trapped  into 
supporting  ugly  human  rights  abuses. 
The  practices  you  cite,  such  as  having 
"jailed  Tiananmen  activists  slaving  to  as- 
semble sneakers  for  sale  in  the  U.  S.," 
are  samples  of  a  much  wider  problem. 

I  personally  know  of  other  contracting 
and  subcontracting  by  U.  S.  companies 
in  Asia  that  involve  a  wide  range  of 
brutal  practices,  such  as  the  employment 
of  children  as  young  as  8  or  9  to  work  60 
and  more  hours  a  week  in  factories.  A 
claim  of  ignorance  by  the  home  office, 
even  when  true,  does  not  wipe  out  the 
damage  done. 

Joseph  E.  Seagram  &  Sons,  a  compa- 
ny with  a  record  of  good  labor  relations 


at  home,  quickly  canceled  a  Shanglii 
subcontract,  as  you  report,  when 
learned  that  its  cardboard  containers  i 
wine  coolers  were  being  assembled 
political  prisoners  there.  By  that  tin 
however,  the  damage  had  been  done 
Seagram's  image  by  worldwide  pubhJ 
ty.  The  risk  is  inherent  to  doing  busintl 
in  China.  ' 

When  a  company  does  not  know  wl 
its  contractors  or  subcontractors  are  ( 
ing  to  people  on  the  other  side  of  t 
world,  it  can  still  get  burned. 

Charles  D.  Gr 
Executive  Direct 

Asian  American  Free  Labor  Institi 
Washingt 

CREDIT  CARDS:  IT  MAKES  SENSE 
TO  SHOP  AROUND  

Regarding  your  article  "The  war 
the  plastic"  (Top  of  the  News,  A] 
15):  When  NCNB  advised  me  recently  th 
it  was  going  to  start  charging  for  wh 
had  formerly  been  free  (now  $35  for  t 
Gold  and  $18  for  the  regular  cards,  bo 
MasterCard  and  Visa)  and  that  it  w 
also  raising  the  interest  rates,  I  walk 
four  blocks  to  another  bank  and  got  fr 
new  cards — Visa  and  MasterCard — ai 
at  4%  less  interest.  The  plastic  card  w 
is  a  consumer's  market. 

J.  B.  Almoi 
Corsicana,  Te 

FEARS  OVER  A  U.S.-MEXICO 
TRADE  PACT  ARE  UNFOUNDED 

Your  suggestion  that  the  time  is  n 
right  for  U.  S.-Mexican  free  tra 
("Congress  must  call  the  tune  on  Me: 
can  talks,"  Editorials,  Apr.  15)  is  at  odi 
with  both  economic  facts  and  politic 
realities. 

Every  serious  public  and  private  an; 
ysis  of  the  proposed  free-trade  agre 
ment  (FTA)  has  indicated  that  jobs  wou 
be  created  in  both  countries;  that  inves 
ment  on  both  sides  of  the  border  wou 
rise  because  of  economic  efficiencies, 
well  as  unbounded  access  to  a  larg 
market;  and  that  U.  S.  exports  to  tl 
rest  of  the  world  would  increase  as  oi 
industry  becomes  more  competitive. 

The  sheer  disparity  in  size  betwec 
the  two  countries — the  U.  S.  economy 
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umber  One  In  a  Scries 

Anthem:  In  the  American  Tradition 


Some  values  endure. 


Toughness. 
Idealism. 

Working  hard  to  he  your  best. 
Anthem  keeps  that  vision  alive. 


The  Anthem  network  of  insurance  and  health 
care  companies  has  a  long,  proud  history  of 
serving  the  employee  benefits  needs  of  thousands  of 
people  across  the  nation.  We  offer  a  full  range  of 
health,  life  and  disability  insurance;  managed  care; 
provider  networks;  third  party  administration  and 
customized  financing  arrangements. 
Anthem's  financial  strength  is  evidenced  by  its  Best's 
"A"  rating  and  supplemented  by  an  investment  port- 
folio free  from  commercial  real  estate  exposure. 
Anthem's  superior  performance  is  a  source  of  confi- 
dence for  our  insurance  brokers,  our  employer 
group  accounts  and  our  individual  insureds. 


The  AnwrU'an  Tradition:  A  bespectacled  IS-yt^ar-old  who  wheezed  with  chronic  asthma.  Teddy  Roosevelt  loved  nature 
from  a  distance.  When  he  realized  he  could  never  explore  the  world  without  a  body  as  strong  as  his  mind,  he  began  to  box. 
To  ride  horseback .  Hike  mountain  trails.  Swim  rivers.  Today  we  knoic  him  as  the  visionary  leader  who  preserved  the 
American  ivilderness.  Our  country's  Jirst  recipient  of  the  Nobel  Prize  for  Peace.  .\nd  the  old  campaigner  icho  delivered  a 
rousing  speech  in  Milwaukee  with  an  assailant^  bullet  still  lodged  in  his  chest  -  deflected  by  his  glasses-case.. 


Offices  in  Texas,  California, 
Florida  and  Indiana. 
Call  1-800-873-2542 


At  Continental  Bank,  our  business  focus 
allows  us  to  go  beyond  standard  solution* 

It's  likely  you  have  very  little  use  for  cookie-cutter  banking  products.  (Unless 
of  course,  you  happen  to  be  in  the  cookie-cutter  business.) 

Wliy,  then,  do  banks  continue  to  insist  on  stamping  out  the  same  fmancia 
solutions  for  different  fmancial  problems?  Well,  while  the  exact  answer  escapes  us 
we  have  been  sharp  enough  to  take  advantage  of  the  situation  and  carve  a  new  niche 
of  our  own:  business  banking  pure  and  simple. 


These  days.  Continental  bankers  are  even  more  inventive.  Our  products  ever 
more  sophisticated.  And  our  ability  to  respond  quickly,  yet  ever-so-prudendy,  ha: 
become  polished  and  honed.  Even  to  the  point  where  we  can  draw  on  any  of  th( 
expertise  available  throughout  the  bank  without  compromising  expedience. 


'CI  1991  Continental  Bank  N,A.,  231  South  LaSallc  Street,  Chicago,  IL  60f 


For  example,  we  might  couple  lines  of  credit  with  commodity  risk  manage- 
lent  solutions  to  create  predictable  revenue  streams  in  volatile  markets.  Or  we  could 
ombine  asset  securitization  with  a  structured  fmance  program  to  enhance  your 
alance  sheet.  Or,  we  just  might  come  up  with  something  totally  new  "'^ 
)r  your  business. 

Which  brings  us  to  you.  Will  you  settle  for  simple,  run-of- 
le-mill,  cookie-cutter  answers  and  perhaps  subsequently  have  your 
ead  bitten  off?  Or  will  you  work  with  someone  like  Continental 


Bank^'D!' 


Continental; 


i 


Bank. 


vho  can  knead,  shape  and  filet  your  dough  into  what  could  only  be  termed  a 
mancial  thing  of  beauty?  If  the  latter  appeals  to  you,  call  your  Continental 
elationship  manager.  \bu'll  hnd  that  when  it  comes  to  customized  business  banking, 


le  or  she  is  indeed  a  cut  above  the  rest. 

imnln  r/Jpui:  Atlanta,  Chicago,  Dallas,  Los  Angeles.  Miami,  New  York  hihnhilinmil ufjiat  Buenos  Aires,  Caracas,  Frankturt,  London,  Mexico  City,  Milan,  Pans,  Santiago,  Sao  Paulo,  Singapore,  Tokyo, 


@  Continental  Bank 

A  new  approach  to  business; 


IfAQ 


iptain  Goes  Down  WthHis  Ship,  Does  ACaptain 
Of  Industry  GoDownWthHis  Computer? 


If  the  computers  you  purchased  fail  too 
frequently  you're  the  one  who's  responsible, 
Captain  Bly  Not  the  poor  swabs  who  operate 
the  computers.  Not  your  secretary  You. 

Computers  today  formnately  are  very 
reliable.  But  the  power  that  makes  them  run  is 
anything  but. 

Utility  power  is,  in  fact,  full  of  surges,  sags 
and  other  irregularities  that  damage  sensitive 
computers  and  cause  well  over  half  of  all 
computer  crashes. 

Namrally  it  goes  without  saying  computer 
crashes  can  paralyze  your  business.  And,  if 
they're  frequent  enough,  cause  customers  to 
look  elsewhere. 

Formnately  there  are  Exide  Electronics' 
Uninterruptible  Power  Systems. 


Exide  Electronics'  systems  condition  power, 
smoothing  it  out  before  it's  fed  into  the  computer 

And  in  case  of  a  lengthy  power  outage,  they 
provide  the  most  reliable  power  backup  in  the 
industry  for  systems  ranging  from  a  single  PC 
to  the  world's  largest  mainframes  and  networks. 

As  the  world's  premier  power  consultant, 
we  have  yet  to  meet  a  power  problem  that  we 
could  not  solve. 

So  if  your  customers  have  been  hearing 
"Sorry  but  our  computers  are  down"  a  little  too 
often,  you  may  just  banish  the  phrase  forever. 

Call  1-800-554-3448  for  more  information. 
Or  fax  toll-free  1-800-75-EXIDE. 

Because  with  computers  as  critical  as  they 
are  toda)^  the  best  way  to  keep  yourself  in  power 
maybe  to  keep  them  in  power 


■EXIDE  -ELECTRONICS 

Helping  You  Stay  In  Power™ 

5608  Spnng  Court,  Raleigh,  NC  27690-0457 


•ItJ 


times  larger,  and  our  per  capito  in- 
le  is  10  times  greater — suggests  that 
cerns  about  Mexican  competition  for 
5.  jobs  and  industry  is,  at  best,  exag- 
ated. 

'inally,  the  idea  that  the  U.  S.  can 
sue  free  trade  in  the  General  Agree- 
at  on  Tariffs  &  Trade  talks  while  de- 
ing  it  with  Mexico  is  wrong.  If  Con- 
ss  turns  down  the  FTA,  the  Uruguay 
md  will  suffer  the  same  fate. 

Alan  J.  Stoga 
Kissinger  Associates  Inc. 

New  York 

E  DADDY  TRACK  IS  CRAWLING, 
T  WILL  IT  EVER  RUN?  

four  timely  article  on  "daddy  track- 
ing" ("Taking  baby  steps  toward  a 
Idy  track,"  Social  Issues,  Apr.  15)  re- 
;ts  a  trend  that  we  are  clearly  seeing 
m  a  recruiter's  standpoint — many  of 
•  clients  are  now  offering  "parent 
ck"  programs,  to  the  delight  of  candi- 
es with  the  dilemmas  you  describe. 
)ne  growing  contingent  of  workers 
;n't  had  to  worry  about  the  career 
lercussions  of  the  slower  track.  High- 
el  financial  temporaries,  female  and 
le,  find  that  through  temporary  as- 


signments they  can  balance  work  and 
family  needs  quite  effectively. 

Thank  you  for  exploring  an  important 
subject  for  employers  and  working  par- 
ents alike.  Please  note  that  Robert  Half 
International  Inc.  is  an  accounting  per- 
sonnel placement  firm  not  a  benefits 
consulting  company  as  reported. 

Harold  M.  Messmer 
Chairman 

Robert  Half  International  Inc. 

Menlo  Park,  Calif. 

■ read  with  interest  of  the  four  men 
who  have  altered  their  lives  to  spend 
some  time  with  their  children.  Maybe  in 
a  couple  hundred  years,  you  will  be 
printing  another  article  about  four  more 
men  who  have  done  the  same.  Hurray 
for  them. 

Pam  Beeley 
San  Antonio 

DISCLOSURE:  SOME  INVESTORS  ARE 
MORE  EQUAL  THAN  OTHERS  

Your  recent  article  "The  do's  and 
don'ts  of  feeding  Wall  Street  ana- 
lysts" (Top  of  the  News,  Apr.  8)  claims 
that  no  investor  has  an  "unfair  head 
start"  because  IBM's  disclosure  of  its  po- 


tentially lower  first-quarter  profits  came 
at  8:20  a.m.,  before  the  market  opened. 
At  8:20  a.m.,  IBM  is  already  trading  in 
Europe. 

World  markets  for  securities  do  exist, 
and  most  institutional  investors  do  use 
them.  You  should  know  that  big  and 
small  investors  are  not  treated  equally 
in  the  marketplace,  no  matter  how  care- 
ful a  company  may  be  in  its  disclosure. 

John  A.  Farrow 
President 
FIS  Co. 

Randolph  Center,  Vt. 

HOW  ABOUT  A  PRODUCTIVITY  INDEX 
FOR  EXPERTS? 

ravo,  Alan  Blinder.  In  "Remember 
'when  the  markets  made  sense?" 
(Economic  Viewpoint,  Apr.  1),  your  last 
paragraph  bears  repeating:  "Either  the 
media  or  the  market  should  have  its 
head  examined.  Probably  both." 

The  absurd  number  of  "reporters" 
and  "pundits"  has  created  a  deluge  of 
meaningless  words.  In  most  instances, 
there  are  more  people  covering  an  event, 
usually  a  nonevent,  than  the  participants 
in  the  action. 
There  is  no  excuse  for  so  many  people 


Now  you  can  seek  higher  yields 
from  a  portfolio  of  100%  U.S.  TVeasury  investments. 


The  Merrill  Lynch 
U.S.  Treasury  Money  Fund. 

If  you're  looking  for  a  Fund  that 
offers  the  safety  of  Treasury  securities 
along  with  liquidity  and  current 
income,  this  Fund  could  be  for  you. 

The  Fund's  diversified  portfolio 
of  short-term  marketable  securities 
is  comprised  of  100%  U.S.  Treasury 
bills  and  notes  with  remaining  matur- 
ities of  one  year  or  less.  And  in  many 
states  the  income  you  earn  from 
the  Fund  is  free  from  state  taxes. 

What's  more,  you'll  have  the 
opportunity  to  work  closely  with 
one  of  our  knowledgeable  Finan- 
cial Consultants. 

©1991  Merrill  Lynch,  Pierce,  Fenner  &  Smilh,  Inc  Member  SIPC 


For  more  complete  information  on  the  Merrill 
Lynch  Treasury  Money  Fund,  including  all  charges 
and  expenses,  send  for  a  prospectus  by  calling  a 
Merrill  Lynch  Financial  Consultant  or  returning  the 
coupon  Please  read  the  prospectus  carefully  before 
you  invest  or  send  money 


^Call  1-800-637-7455,  ext.684o^ 

Return  lo.  Merrill  Lynch  Response  Center 
PO.  Box  30200 

New  Brunswick,  NJ  08989-0200 

Please  send  me  a  brochure  and  prospectus  on  the 
Merrill  Lynch  U.S.  Treasury  Money  Fund. 

Name  


Address- 


City_ 


State. 


_Zip_ 


Home  Phone  _ 


Business  Phone. 


Merrill  Lynch  clients,  please  give  name  and 
location  of  your  Financial  Consultant: 


Merrill  Lynch 

A  tradition  of  trust. 
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The  new  Rolodex®  Electronic  Organizer 
holds  1,000  cocktail  napkins. 


What's  the  best  way  to  keep  track  of  people?  Get  a 
new  Rolodex  Electronic  Organizer.  And  leave  an 
impression  on  them.  Instead  of  on  a  cocktail  napkin. 


Available 
wherever 
office  products 
are  sold. 


ROLODEX^ 

Our  oi^anization  is  dedkated  to  yours. 


How  to  Make  Money 
in  a  "Cold^^  Real  Estate 
Market... 


How  uy  Mate  Mnney  in  a 

'.W  ReiI  h.vuite  Maria 


With  housing  sales  and  starts  uncertain  and  real  estate  prices  soft,  is 
there  still  a  way  to  profit  in  real  estate?  The  answer  is  a  resounding 
"Yes!"  -  provided  you  know  what  to  look  for  in  a  "cold"  real  estate 
market.  Whether  you're  a  "first-timer"  or  a  sophisticated  investor, 
you'll  profit  from  Bob  Irwin's  expert  advice. 

Available  at  your  local  bookseller  or  call  toll-free  1-800-262-4729 


hardcover:  0-07-032236-8/$  19.95 
mftcover:  0-07-032235-x/$  12.95 


McGraw-Hill,  Inc. 


chasinjj:  after  .something  from  wld 
nothing  u.seful  comes.  All  those  'j| 
perts"  interviewing  each  other  yieldi 
useful  product.  It  is  no  wonder  w» 
noncompetitive. 

Gunther  Pfee 
Elyria,  f  ii 

ALTERNATIVE  CARS:  'EVENTS  ARE 
UPPING  THE  ANTE'  

The  article  on  a  new  generation 
alternative  cars  was  very  tinl 
(Cover  Story,  Apr.  8).  Despite  the  a 
ready  high  stakes  of  our  dangerous ;.( 
pendence  on  imported  oil,  events  arej] 
ping  the  ante. 

In  mid-1990,  OPEC  announced  thati 
proven  reserves  of  oil  had  risen  by  1 
billion  barrels,  an  increase  that  by  itei 
is  more  than  four  times  U.  S.  reserii 
This  means  that  the  Persian  Gulf  82 
holds  nearly  two-thirds  of  the  wori' 
proven  oil  reserves.  | 
This  fact,  combined  with  the  near  (|i 
bling  of  oil  imports  in  the  last  five  yeh 
has  serious  implications  for  Amerk 
national  security.  The  American  peoi 
will  need  to  learn  much  more  abouti 
ternative  automobile  technologies,  a 
our  future  economic  destiny  will  incru: 
ingly  depend  upon  them. 

William  B.  Ra 
Presicr 
Reed  Consulting  k 
Birmingham,  iii 

A  MICROSOFT  FAN 

RUSHES  TO  ITS  DEFENSE  

As  an  avid  Microsoft  customer  c 
many  years,  I  read  with  disri 
that  the  U.  S.  government  would  es 
consider  investigating  Microsoft  for  !■( 
eral  Trade  Commission  violations  ('i 
crosoft  may  have  macro  worries,"  3 
of  The  News,  Mar.  25). 

At  a  time  when  the  Japanese  zaibcif 
stand  poised  to  capture  another  segmr 
of  the  U.  S.  economy,  this  is  the  wcf 
possible  strategy.  The  U.  S.  must  hv 
companies,  such  as  Microsoft,  that  r 
able  to  compete  with  the  Japanese  i 
Germans  in  world  markets.  And  h 
U.  S.  government  should  be  encourap 
the  creation  of  American  industries  U 
are  large  enough  and  have  enough  cp 
tal  to  compete  with  the  governmi 
subsidized  monopolies  of  our  over^a 
competitors.  . 

Steven  S.  Sl 
.Cleona,  I 


Letters  to  the  Editor  should  be  sent  to  Resai 
Report.  Business  Week,  1221  Avenue  of  the  A? 
cas,  New  York.  N  Y.  10020  Fax:  (212)  512- 
Telex:  12-7960,  IntI  4998204.  All  letters  mu- 
elude  an  address  and  daytime  and  evening  J( 
phone  numbers.  We  reserve  the  right  to  edit  ksi 
for  clarity  and  space. 
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UDS  V32  Modems:  winners 
at  192  kbps-now  FasTalk 
doubles  the  speed 


liTiJ   "...the  last  modem 
tdu    you'll  ever 
have  to  buy." 

■         1 IMPO  . . .  "high  speed  connections 
B  WfORLD  at  a  comfortable  prica" 

MARKET  LEADER  Recognized  by  two  independent  research  firms 

From  the  day  of  its  introduction, 
UDS'  V.32  modem  has  gathered 
honors  from  leading  computer  publi- 
cations and  other  industry  watchers! 

Initially  it  set  the  standard  for  9.6 
kbps,  full-duplex  traffic  over  dial-up 
lines.  When  MNP"  level  5  data 
compression  was  added,  throughput 
went  to  19.2  kbps. 

Now  comes  the  FasTalk  V.32 /42b 
—  a  modem  that  is  specifically 
designed  for  PC  applications  and  is 
fully  compliant  with  CCITT's 
V.42b!S  recommendation.  Meeting 
this  standard  gives  the  V.32/42b  a 
maximum  data  rate  of  38.4  kbps! 

The  modem  is  particularly  useful 
for  bit-intensive  data  transfers,  such 
as  engineering  graphics,  image  pro- 
cessing and  complex  financial 
operations.  Data  Rate  is  automati- 
cally adjusted  to  9600,  4800,  2400 
or  300  bps  (CCITT  V.32  and 
V.22b!5).  At  the  9600  bps  rate,  trellis 
coding  gives  the  FasTalk  V.32/42b 
an  exceptionally  high  tolerance  for 
noisy  lines. 

For  accurate  communication  over 
worst-case  lines,  the  unit  incorpo- 
rates V.42  LAP-M  and  MNP  4  error 
control  functions.  A  full  comple- 
ment of  on-board  test  functions  is 
included,  and  eight  LEDs  provide 
easy  monitoring  of  the  unit's  opera- 
tion and  built-in  diagnostic  features. 

Get  acquainted  with  the  latest 
winner  in  the  UDS  V.32  family. 
For  the  distributor  nearest  you, 
contact  UDS  at  800/451-2369  (in 
Alabama,  205/430-8000);  FAX 
205/430-8926. 

MNP®is  a  registered  trademark  of  Microcom  Systems,  Inc 

Created  by  Dayner/Hall,  Inc.,  Winter  Park,  Florida 


STEELTOWN,  USSR:  SOVIET  SOCIETY  IN  THE  GORBACHEV  ERA 

By  Stephen  Kotkin 

University  of  California  Press  •  269pp  •  $24.95 

BETWEEN  PERESTROIKA 
AND  A  HARD  PLACE 

nomic  reform  will  be.  The  steel  city  b; 
ly  needs  to  be  downsized  and  mode 
ized,  but  that  can't  be  done  withe 
massive  and  extremely  painful  social  i 
heavals.  This  is  the  dilemma  Kotkin 
plored  when  he  spent  several  moni 
there,  first  in  1987,  when  Mikhail  Gor 
chev's  reforms  held  hope,  and  then 
1989,  when  frustration  was  setting 
Kotkin,  who  is  fluent  in  Russian, 
extensive  interviews,  and  his  solid 
search  makes  up  for  the  book's  jumb 
organization.  His  ground-level  view  t( 
more  about  the  era  of  perestroika  t\ 
the  many  recent  profiles  of  Gorbachc 
Kotkin  spells  out  succinctly  how  G 
bachev's  economic  changes  were  eitl 
ill-conceived  or  frustrated  by  Mose 
ministries.  For  example,  through  a  G 
bachev  idea  called  self-financing,  Mag 
togorsk  was  to  reconstruct  itself  with 
own  profits.  Yet,  incredibly,  the  fact( 
was  still  required  to  first  hand  over 
profits  to  its  Moscow  ministry,  wh 
returned  less  than  ever.  And  in  a 
called  quality  reform,  the  factory  was 
be  fined  from  its  profits  for  substandi 
production.  Workers  ended  up  pay: 
for   managers'   mistakes   or  outda 
equipment,   since   those   same  pro] 
were  to  finance  such  badly  needed  pi 

■  n   1929,  as  the  capitalist  world 
H  bogged  down  in  depression,  work  be- 
H  gan  on  a  socialist  dream  near  a  rich 
iron-ore  deposit  at  the  southern  tip  of 
the  Ural  Mountains.  What  emerged  was 
Magnitogorsk,  a  maze  of  smokestacks, 
cranes,  and  rail  tracks  900  miles  east  of 
Moscow.  The  new  city  was  touted  as  a 
stunning  example  of  how  the  Soviet 
Union  could  quickly  transform  itself 
from  a  backward  agrarian  nation  into  a 
modern  industrial  colossus.  During 
World  War  II,  Magnitogorsk  would  pro- 
vide half  the  steel  for  the  Red  Army's 
tanks.  Even  now,  it  produces  16  million 
tons  annually,  more  than  Canada  or 
Czechoslovakia. 

But  over  the  years,  Magnitogorsk  has 
evolved  into  a  symbol  of  something  oth- 
er than  industrial  prowess.  In  the  admi- 
rable Steeltown,  USSR,  Stephen  Kotkin, 

an  historian  at  Princeton  University, 
notes  that  the  steel  complex,  now  hope- 
lessly obsolete,  operates  not  as  a  busi- 
ness but  as  an  "industrial  welfare  agen- 
cy." The  mill  is  supposed  to  provide 
everything  from  day  care  to  resorts  for 
its  200,000  workers  and  their  families. 

But  that's  a  task  the  steel  complex 
never  did  well  and  today  can  barely  do 
at  all.  Meat,  eggs,  sugar,  and  matches 
can  be  had  only  through  ration  cards. 
Workers  wait  at  least  10  years  for  apart- 
ments. Medical  care  is  primitive.  A  toxic 
yellow  haze  perpetually  covers  the  city. 
Officials  afraid  of  not  meeting  produc- 
tion quotas  refuse  to  shut  down  so  that 
pollution-control  devices  can  be  installed. 

The  plight  of  Magnitogorsk,  which  is 
almost  certainly  repeated  many  times 
throughout  the  Soviet  heartland,  shows 
how  difficult,  if  not  hopeless,  true  eco- 

Tliey just  came  up  with  the  idea 
that  will  put  their  company  on  the  map. 


Coming  up  with  a  brilliant  idea. 
That's  the  tough  part.  The  easy 
part  is  making  it  look  its  best.  For 
that,  you  can  count  on  the  family 
of  LaserJet  printers  from  Hewlett 
Packard.  LaserJets  give  you  the 
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best  300  d[)i  print  quality  available 
today.  The  font  cajiabilities  you  need 
for  compelling  documents.  And 
the  software  compatibility  that  lets 
you  choose  the  best  solution.  For 
over  ten  million  people,  the  name 


;s  as  new  apartments. 
Mew  cooperatives,  or 
ivate  businesses, 
\erged  to  make  up  for 
ignitogorsk's  nonexis- 
it  service  sector.  After 
^7,  cooperatives  began 

provide  dental  care, 
ildren's  furniture,  and 
thes.  At  first,  coopera- 
e  workers  gladly  put  in 
hour  days.  But  soon 
jy  were  made  pariahs 

jealous  bureaucrats 
d  customers  resentful 
their  high  prices, 
[n  the  spring  of  1989, 
)tkin  witnessed  Magni- 
^orsk's  first-ever  multi- 
ididate  elections.  The 
jults  were  disappointing.  Instead  of 
shing  forward  real  democratic  reform- 
i,  such  as  Russia's  Boris  N.  Yeltsin  or 
ningrad's  Anatoly  Sobchak,  Magnito- 
rsk's  voters  ended  up  with  the  same 
I  Communist  hacks  as  their  represen- 
;ives.  That's  partly  because  local  party 
!mbers  learned  very  quickly  how  to 
mipulate  election  rules.  And  Magnito- 
rsk  hasn't  really  taken  advantage  of 
5  chance  to  develop  alternative  parties, 
ily  two  groups  were  formed:  One  was 
:iny  Marxist  study  group;  the  other,  a 


■  V  ■  agnitogorsk 's 
plight  shows  how 
difficult — if  not 
hopeless — economic 
reform  will  he 


chauvinist  cabal  of  Russian  nationalists. 

The  one  Gorbachev-era  reform  that 
did  take  root  was  glasnost.  Public  dis- 
cussion grew  vigorous  as  the  local  pa- 
per, the  Magyiitogorsk  Worker,  became 
an  investigative  crusader.  But  probing 
journalism  wasn't  much  appreciated  by 
most  citizens  stuck  reading  about  how 
bad  their  lives  are.  The  new,  honest  criti- 
cism stripped  away  decades  of  propa- 
ganda that  had  propped  up  spirits  even 
though  many  saw  through  the  lies. 

Older  workers,  for  example,  had 


grown  up  watching  news- 
reels  showing  legions  of 
fresh-cheeked  "volun- 
teers" from  the  Young 
Communist  League  living 
in  tents  and  rolling  up 
their  sleeves  to  build  the 
city's  giant  works  for  the 
good  of  mankind  in  the 
early  1930s.  Newspapers 
had  printed  innumerable 
stories  extolling  Viktor 
Kalmykov,  an  illiterate 
peasant  miraculously 
transformed  at  the  plant 
into  a  well-read,  skilled 
worker.  Now,  it  was  re- 
vealed that  Kalmykov 
was  shot  during  Joseph 
Stalin's  purges.  And  it 
turned  out  that  Magnitogorsk  was  built 
by  some  40,000  slave  laborers  imported 
in  boxcars. 

This  is  .sour  stuff  for  Magnitogorsk's 
beleaguered  residents.  It's  no  surprise 
that  they  have  come  to  refer  to  peres- 
troika  as  katastroika.  One  distraught 
housewife  summed  up  local  feelings 
when  she  asked  Kotkin  bitterly  in  1989: 
"Is  life  going  to  go  on  like  this  forever?" 

BY  PETER  GALUSZKA 
Galuszka  was  BUSINESS  WEEK'S  Moscow/ 
bureau  manager  from  1986  to  1989. 


What  do  you  bet 
they  print  it  on  a  LaserJet? 


LaserJet  means  reliability,  cus- 
tx^mer  support,  and  technological 
excellence.  Call  1-800-752-0900, 
Ext.  2157  for  your  authorized  HP 
dealer.  And  make  a  good  idea 
even  better. 


HP  Peripherals 

When  it's  important  to  you. 


What  HEWLETT 
mLUM  PACKARD 


Hewlett  I'arkartI  Company  I'E12in7 
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We're  so  confident  of  the  Alfa  Romeo  164,  our  warranty 
even  covers  things  we  have  no  control  over. 

The  idea  is  simple.  Make  the 
Alfa  Romeo  164  high-performance  luxury 
sedan  so  reliable  that  it  will  assure  its 
owner  years  of  trouble-free  exhilaration. 

Then,  include  a  warranty  that  backs  up 
in  writing  all  the  confidence  we  have  in 
the  164. 

The  Alfa  Romeo  Assurance  Program,  to 
be  specific. 

it's  a  warranty  that's  much  more  than  just 
a  warranty.  You  wouldn't  be  surprised,  of 
course,  to  learn  that  it  covers  scheduled 
oil  changes,  wiper  blades,  and  headlight 
bulbs  for  three  years  or  36,000  miles, 
whichever  comes  first.  But  it  might  raise 
an  eyebrow  to  discover  that  we  will  come 
out  and  install  your  spare  at  no  charge 
should  you  end  up  with  a  flat  tire.* 

You'll  find  the  Alfa  Romeo  Assurance 
Program  resting  in  its  own  cloth  case  in 
the  glove  compartment.  It  is,  after  all. 


The  legendary  marque  of  high  performance. 


Economic  Viewpoint" 


A  VOTE  FOR  FREE  TRADE  WITH  MEXICO 
IS  A  VOTE  AGAINST  FREE  TRADE 


BY  ROBERT  KUTTNFR 


Preferential  trade 
deals  are  clearly 
inconsistent  with 
open  global 
markets.  This  one 
could  come  back  to 
haunt  the  Bush 
Administration 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW 
REPUBLIC  AND  AUTHOR  OF 
THE  END  OF  LAISSEZ-FAIRE 


The  Bush  Administration  made  a  tactical 
and  conceptual  mistake  when  it  linked  its 
request  for  congressional  authority  to  re- 
vive the  Uruguay  Round  of  multilateral  nego- 
tiations under  the  General  Agreement  on  Tar- 
iffs &  Trade  (GATT)  with  the  proposed  U.  S.- 
Mexico free-trade  area  (FTA).  The 
Administration  hoped  that  support  for  the  rel- 
atively popular  GATT  talks — which  collapsed 
last  December — would  attract  votes  for  the 
relatively  unpopular  FTA.  Instead,  the  tactic 
combining  the  two  trade  negotiations  has  in- 
tensified opposition  from  both  groups. 

At  this  writing,  the  AFI^CIO  and  leading  envi- 
ronmental groups  want  to  kill  the  U.  S.-Mexico 
(leal.  They  hope  to  break  it  out  as  separate 
legislation,  the  better  to  vote  it  down.  Oppo- 
nents of  the  GATT  Round,  such  as  the  textile 
industry  and  some  farm  interests,  want  to 
keep  the  two  issues  twinned,  in  the  hope  of 
sinking  GATT  authority.  The  vote,  expected  in 
early  May,  is  likely  to  be  very  close,  especially 
in  the  House.  The  Democratic  leadership  has 
not  yet  decided  whether  to  attempt  to  divide 
the  question  into  two  separate  bills  as  a  strate- 
gy for  defeating  the  U.  S.-Mexico  deal.  Some 
congressmen  also  want  to  condition  negotiat- 
ing authority  on  protection  of  labor  and  envi- 
ronmental standards,  in  the  case  of  U.  S.-Mexi- 
co, and  more  explicit  U.  S.  negotiating 
objectives  in  the  case  of  the  GATT  round. 
'FAST  TRACK.'  Since  1974,  Congress  has  grant- 
ed the  executive  branch  special  authority  to 
have  GATT  trade  agreements  voted  on  as  a 
single  package.  This  approach,  known  as  "fast- 
track"  authority,  reflects  the  concern  that 
once  a  deal  is  made  among  more  than  100 
nations  it  is  impractical  to  renegotiate  details 
with  each.  But  the  proposed  U.  S.-Mexico  deal 
is  with  a  single  country,  so  the  logic  of  special 
fast-track  authority  evaporates. 

The  more  serious  error  in  linking  these  two 
sets  of  negotiations  is  conceptual.  The  world- 
wide free-trade  system,  represented  by  GATT, 
is  committed  to  the  principle  of  nondiscrimina- 
tory, multilateral,  and  universal  free  trade.  In 
contrast,  the  proposed  Mexico  deal — much  as 
the  1989  U.  S.-Canada  trade  pact — is  bilateral, 
preferential,  regional,  and  hence  discrimina- 
tory against  countries  not  a  party  to  it.  It  is 
reminiscent  of  an  earlier  era  when  mother, 
countries  such  as  Britain  offered  preferentUfl 
trade  arrangements — "commonwealth  prefer- 
ence"— to  former  colonies  in  order  to  keW 
them  linked  economically,  financially,  and  po) 
litically.  The  GATT  treaty  permits  such  regional"^ v 
arrangements,  but  as  a  concession  to  historical  I 
fact,  not  to  logic.  Preferential  trade  deals  are  ' 
clearly  inconsistent  with  universal  free  trade,  / 
and  the  Mexico  deal  could  come  back  to  haunt  ' 


the  Bush  Administration  when  it  argi 
against  similar  preferential  regional  deals 
signed  by  other  aspiring  "mother  nations" 
Europe  and  Asia. 

The  Administration's  motives  in  the  case 
Mexico  are  indeed  reminiscent  of  those  of 
British  empire.  A  special  trade  deal  with  M( 
CO  would  give  preferential  treatment  to  Mt 
can  exports,  at  the  expense  of  other  natios 
and  would  make  Mexico  a  more  reliable  ha\! 
for  American  capital  exports.  It  would  ;i 
lock  in,  by  treaty,  Mexican  free-market  e; 
nomic  policies  congenial  to  Washington,  aij 
hedge  against  some  future  left-wing  Mexici 
government,  and  make  it  a  more  reliable  a 
The  AFL-CIO  and  environmentalists  contt 
that  all  of  this  would  stimulate  exports  of  j( 
and  degradation  of  U.S.  labor  and  enviri 
mental  standards:  Mexico's  wages  aver;( 
about  one-seventh  of  ours,  and  much  of 
special  border  zone,  in  which  transplant  ! 
tones— maquiladoras — currently  enjoy  s 
cial  trade  status,  is  an  environmental  sewe 
AN  AFFRONT.  Columbia  University  econon 
Jagdish  Bhagwati,  one  of  the  staunchest  u 
most  eminent  defenders  of  free  trade,  raise  s 
more  subtle  concern.  A  free-trade  area  or  c? 
toms  union,  Bhagwati  contends,  is  defensi( 
as  an  exception  to  multilateral  free  trade  o 
to  the  extent  that  it  is  evolving  toward  a  po 
cal  union  that  will  eventually  have  similar 
cial  and  economic  policies — the  best  curr(. 
example  is  the  European  Community.  Othr 
wise,  it  is  pure  discrimination  and  an  affront* 
free  trade.  By  opting  for  regional  trade  dea 
argues  Bhagwati,  the  Administration  virtugj 
invites  its  critics  to  demand  that  Mexico  u 
the  U.S.  "harmonize"  labor,  social,  and  eii 
ronmental  policies.  And  Bhagwati  worries  tki 
this  could  logically  lead  to  further  demaii 
that  harmonization  of  social  policies  beconut 
precondition  for  all  trade. 

Free  traders,  whether  of  the  regional  or  la 
versal  variety,  have  stumbled  on  the  fact  tin 
when  you  import  a  nation's  products,  you 
also  importing  the  social,  economic,  and  ei  i 
ronmental  standards  embedded  in  those  pri 
ucts.  A  regional  political  union  such  as  ( 
European  Community  is  one  solution  that  1 
lows  for  freer  commerce  without  degraded  ) 
rial  policies.  But  by  attempting  to  run  tc 
engines  of  trade  down  the  same  fast  track-r 
opposite  directions — the  Bush  Administratis 
has  inadvertently  spotlighted  the  fact  that  e 
relative  gains  and  losses  of  trade  are  a  mrf 
complex  calculus  than  they  often  seem.  .1 
minimum,  the  Administration  needs  to  dec€ 
whether  it  wants  to  be  a  regional  colonial  p(/- 
er  or  the  architect  of  a  universal  system  A 
open  trade.  i 
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What  we  do 
to  keep  it  greener. 

It's  a  lot  easier  to  find  a  green  pasture  than  it  is  to  keep  it  that  way. 
So  how  have  the  CIGNA  companies  managed  to  stay  on  top  of 
the  large  risk  property  and  casualty  market  for  so  many  years? 
Simply  by  following  a  tried  and  true  rule:  Give  the  customer  more 

value  for  his  money. 

On  the  surface  most 
large  risk  casualty  plans 
appear  the  same. 

But  take  a  closer 
look,  and  you'll  see  that 
our  comprehensive  list  of 
services  is  unsurpassed 
by  other  companies. 

Including  everything 
from  risk  financing  and 
risk  transfer,  to  claims 
and  data  management, 
cost  containment  and 
loss  control. 

Last  year  alone, 
CIGNA  Property  and 
Casualty  companies 
saved  clients  over  $70  million  in  workers'  compensation  medical  costs. 

With  results  like  that,  it's  no  wonder  so  many  Fortune  500®and 
other  large  companies  believe  that  one  side  of  the  fence  is  always 
greener.  The  side  they're  already  on. 

So  write  Ed  Denker,  CIGNA  Special  Risk  Facilities,  Dept.  RL, 
Phila.,  PA  19192.  On  the  other  hand,  there's  always  crabgrass. 


We  get  paid  for  results! 


Over  one-third  of  the  world's  air  cargo  gets  carried  a 
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When  an  airline  moves  cargo,  the  backbone  of  its  busi- 
ness is  the  strength  of  its  information  systems. 

They  have  to  provide  crucial,  real-time  information 
that  books,  schedules  and  tracks  every  last  shipment. 
That's  why  ten  of  the  world's  top  cargo  carriers  rely  on 
Unisys  systems  to  move  cargo.  They  know  that  Unisys 
has  30  years  of  experience  providing  mission-critical 
information  systems  to  more  than  140  airlines. 

Most  recently,  Mexicana  Airlines  chose  Unisys  to 
make  sure  their  cargo  business  flies  high,  joining  a  roster 
that  includes  Air  France,  United,  Cathay  Pacific,  as  well 
as  Northwest  and  Lufthansa. 

Of  course,  that  kind  of  success  is  nothing  new  to 
Unisys.  Because  every  one  of  our  60,000  customers 
expects  nothing  less  than  a  total  commitment  to  provide 
the  solutions  that  make  their  enterprises  run. 

So  if  running  your  business  organization  depends  on 
high-volume,  transaction-intensive  computing,  call 
Unisys  at  1-800-448-1424,  ext.  66. 

You'll  find  70,000  people  in  more  than  100  countries 
ready  to  help  you  carry  the  load. 


©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporatlort; 
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conomic  Trends 


BY  GENE  KORETZ 


BANKS  HAVE  A 
POWERFUL  APPETITE 
FOR  TREASURIES 


If  there  is  a  silver  lining  in  the  slow- 
down in  business  lending  by  commer- 
cial banks,  observes  economist  Lacy  H. 
Hunt  of  the  HongkongBank  group,  it 
lies  in  the  banks'  growing  investment  in 
Treasury  securities.  In  light  of  the  $300 
billion  annual  deficits  facing  the  federal 
government,  says  Hunt,  "the  banks'  ap- 
petite for  Treasuries  should  spell  down- 
ward pressure  on  interest  rates." 

Hunt  points  out  that  commercial  bank 
investments  in  government  securities  av- 
eraged about  59%  of  commercial  and  in- 
dustrial loans  from  late  1986  through 
late  1989.  But  since  then,  they  have 
moved  sharply  higher,  hitting  an  all-time 
peak  of  72.4%  in  February  of  this  year. 
Such  investments  relative  to  bank  hold- 
ings of  other  securities  have  also  soared. 

With  corporate  balance  sheets  over- 
loaded with  debt  and  banks  eager  to 
strengthen  their  asset  positions,  says 
Hunt,  bank  investment  in  government 
securities  is  likely  to  accelerate.  "The 
negative  impact  of  slower  bank-loan 
growth,"  Hunt  says,  "will  be  offset  by 
the  positive  effect  of  bank  buying  of 
government  debt  on  the  credit  markets." 


WHY  LENDERS 
LOVE  HOME  SWEET 
HOME  EQUITY 


While  banks  are  clamping  down  on 
most  lending,  home-equity  loans 
are  still  on  a  relative  roll.  Economist 
Gary  Schlossberg  of  Wells  Fargo  Bank 
points  out  that  home-equity  lending  is 
actually  running  more  than  18%  over  its 
year-earlier  level. 

Banks  like  the  home-equity  action, 
Schlossberg  explains,  because  it  repre- 
sents secured  loans  with  a  relatively  low 
delinquency  rate — 0.85%  late  last  year, 
compared  with  2.94%  for  bank  credit 
cards.  And  consumers  like  such  loans 
because  interest  rates  typically  run  only 
l'/2%  to  2%  over  prime,  interest  pay- 
ments are  tax-deductible,  and  repayment 
periods  can  last  7  to  15  years. 

Schlossberg  notes  that  home-equity 
loan  growth  has  been  slowing  somewhat 
in  recent  years  and  will  "undoubtedly 
slow  further  before  the  economy  bot- 
toms out."  But  he  expects  it  to  come 
back  even  stronger  in  the  years  ahead, 
sparked  by  borrowing  for  such  needs  as 
home  improvements  and  college  tuition 


for  the  offspring  of  baby  boomers. 

With  only  20%-  or  so  of  all  homeown- 
ers currently  sporting  home-equity  cred- 
it lines,  and  the  value  of  untapped  home 
equity  running  about  $2.1  trillion  last 
year,  the  potential  size  of  the  market, 
Schlossberg  says,  "remains  huge." 


WHILE  AMERICA'S 
UNEMPLOYED  TAKE  IT 
ON  THE  CHIN  . . . 


With  some  2  million  people  added  to 
the  ranks  of  the  unemployed  over 
the  past  year,  it's  hardly  surprising  that 
joblessness  looms  as  a  major  fear  beset- 
ting many  American  families.  And  the 
fact  that  unemployment  compensation, 
the  major  safety  net  for  workers  experi- 
encing temporary  spells  of  joblessness, 
is  in  considerable  disrepair  doesn't  make 
things  any  easier. 

"It  seems  indisputable,"  says  econo- 
mist Gary  Burtless  of  the  Brookings  In- 
stitution, "that  Americans  who  lose  their 
jobs  today  are  more  at  risk  than  they 


THE  rRAYED  SAFETY  NET 
OF  JOBLESS  INSURANCE 


SHARE  OF  UNEMPLOYED 
RECEIVING  UNEMPLOYMENT 
BENEFITS 


■85  ■91- 
•FIRST-QUARTER  ESTIMATE 
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would  have  been  in  earlier  decades." 

The  most  worrisome  trend  is  the 
sharp  decline  in  the  percentage  of  unem- 
ployed receiving  jobless  benefits.  In  the 
1970s,  this  figure  averaged  over  50%, 
and  it  hit  75%  at  the  trough  of  the  1973- 
75  recession.  By  contrast,  the  proportion 
drawing  benefits  averaged  just  45%  dur- 
ing the  deep  1981-82  recession  and  a 
mere  33%  during  the  subsequent  expan- 
sion. At  last  count,  in  the  current  reces- 
sion, it  was  still  below  41%. 

Several  factors  lie  behind  the  erosion 
in  coverage.  Today's  jobless  are  more 
likely  to  have  worked  in  service  indus- 
tries, which  use  part-timers  or  contin- 
gent workers  and  often  are  not  well- 
covered  by  unemployment  insurance. 
Also,  more  Americans  now  live  in  the 


South  and  West,  where  eligibility 
quirements  are  stricter  than  in  the  Ee 
and  Midwest. 

At  the  same  time,  states  genera 
have  been  tightening  eligibility  rule 
Because  many  unemployment-insuran 
trust  funds  were  depleted  in  the  eai 
1980s,  a  number  of  states  actually  c 
benefits  during  the  1981-82  recessic 
even  as  unemployment  woes  were  r 
ing.  Under  pressure  from  President  R( 
gan.  Congress  also  tightened  the  critei 
triggering  13  added  weeks  of  extend 
jobless  benefits  to  those  who  exhai 
the  26  weeks  of  regular  benefits.  A 
tax  reform  during  the  1980s  made  une 
ployment  benefits  fully  subject  to 
come  tax  by  1987 — a  move  that  eff( 
tively  reduced  their  value  to  unemploy 
workers  by  16%  to  20%. 

Burtless  estimates  that  the  percei 
age  of  the  unemployed  now  receivii 
jobless  insurance  is  about  20%'  below  1( 
els  that  were  typical  before  the  198( 
Moreover,  he  says,  the  extended-bene 
program  "has  virtually  ceased  to  op< 
ate,"  with  only  eight  states  now  offerii 
such  benefits,  compared  with  all 
states  during  the  depths  of  the  1973- 
recession. 

While  such  developments  imply  mo 
pain  and  less  protection  for  unemploy 
workers,  their  macroeconomic  implic 
tions  are  also  troubling.  They  underc 
unemployment  insurance's  critical  fur 
tion  as  an  automatic  stabilizer. 

"By  lessening  the  ability  of  joble 
workers  to  sustain  consumption,"  sa; 
Burtless,  "the  decline  of  the  Ul  progra 
raises  the  risk  of  a  prolonged  recession 
And  if  hard-pressed  state  legislatur 
also  act  to  reduce  benefits  and  raise  pa 
roll  taxes  once  more  to  shore  up  thi 
eroding  trust  funds,  the  risk  will  be  th 
much  greater. 


. . .  JOBLESSNESS  ISN'T 
AS  SCARY  IN 
OTHER  COUNTRIES 


Unemployment  insurance  may  be 
tattered  safety  net  in  the  U.  S.,  bi 
it  seems  resilient  in  most  industrial  cou 
tries,  providing  higher  benefits  relati^ 
to  wages  for  a  longer  period  of  time.  ] 
Canada,  for  exam.ple,  more  than  80%  i 
the  unemployed  have  been  receiving  jo 
less  benefits  in  recent  years.  Canada 
program  normally  provides  up  to  a  ye; 
of  benefits,  and  the  replacement  level  ( 
an  average  production  worker's  ear 
ings  is  60%,  compared  with  42%  to  46 
in  the  U.  S.  In  Germany  and  Japa, 
benefits  are  available  for  52  and  ^ 
weeks,  respectively,  with  wage  replac 
ment  levels  running  at  63%  and  48%. 
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SHEAFFER 

For  the  dealer  nearest  you,  call  1'800'FINE  PEN. 


Brad  McClew  Knows  A  LriTLE  French  Cafe 

Where  The  Food  Is  Magnifique,  ,  Now  Where  Do  You  Suppose 

But  The  Bill  Isnt  He  d  Rent  A  Car? 


Obviously  d  man  as  ^isUilc  as  Bwd  \4cClcv\'  would  rent  a  car 
where  it  takes  less  than  three  minutes  to  make  a  res- 
ervation. Where  he  (ii  'Is  the  most  lu.\ur\'  Lincolns. 
Locations  that  numbi  ■  over  '^,'500  worldwide. 
And  \  ety  tasteful  pnces.  l'.lltl^^et.  1-800-327-0700. 

The  Smart  Money  Is  On  Budget^"^ 


We  feature  Lincoln-Mercury  and  other  line  cars 


siness  Outloo 
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BY  JAMES      COOPER  AND  KATHLEEN  MADIGAN 


ECESSION  IS  LINGERING, 

ID  WASHINGTON  ISN'T  HELPING 


}^  eneath  all  the  ups  and  downs  in  the  data,  one  fact 
always  stands  clear:  The  business  cycle  turns  on 
policy.  The  current  mix  of  actions  by  the  Federal 
•rve,  the  White  House,  Congress,  and  state  legisla- 
5  tells  a  lot  about  the  outlook  for  the  U.  S.  economy, 
irticular,  it  presents  a  powerful  reason  why  a  recov- 
is  likely  to  arrive  later  rather  than  sooner. 
)licy  is  the  economy's  fundamental  influence,  be- 
e  it  sets  the  tone  for  domestic  demand.  Right  now, 
(ding  by  consumers  and  businesses  is  at  the  core  of 
economy's  weakness.  And  demand  is  getting  far  less 
from  Washington  than  in  past  recessions, 
lat's  one  reason  why  the  latest  numbers  show  that 
ufacturing — whose  health  is  crucial  to  a  recovery — 
inues  to  languish  amid  a  severe  drop-off  in  new 
!rs.  Slower  growth  in  exports  threatens  to  sap  the 
ory  sector's  vitality  even  more. 


ICLE 
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Fiscal  policy  is  actually  fueling  the  reces- 
sion. Clearly,  tax  and  spending  programs 
rarely  have  provided  much  help  during  a 
downturn,  since  Washington  has  usually 
d  too  late  to  do  anything  but  reinforce  past  recover- 
This  time,  however,  in  an  effort  to  close  a  gaping 
sral  deficit,  Washington's  tax  hikes  are  eating  into 
mes  and  helping  to  set  a  new  standard  for  economic 
raint  during  a  recession. 

len  add  in  the  state  and  local  problem.  Those  bud- 
;  were  already  in  deficit  by  a  record  amount  going 
the  recession.  Now,  they  are  getting  worse.  Some  30 
es  are  swimming  in  red  ink,  nearly  40  have  already 
sd  taxes,  and  many  are  slashing  services. 

All  together,  the  tax  bite  on 
incomes  is  high  and  rising  at  a 
time  when  it  usually  falls. 
Household  taxes — including  fed- 
eral, state,  local,  and  Social  Se- 
curity payments — as  a  percent- 
age of  personal  income  have 
averaged  20.1%  since  the  reces- 
sion began.  That's  the  largest 
three-quarter  burden  on  record, 
and  it  does  not  include  property 
or  sales  taxes.  The  tax  bite  fell 
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.11  previous  downturns  in  the  postwar  era,  but  this 

it  continues  to  rise  (chart), 
^ith  fiscal  policy  so  out  of  touch  with  the  economy's 
is,  the  job  of  putting  together  a  recovery  falls  fully 
.he  shoulders  of  the  Federal  Reserve.  The  Fed's  task 
lade  even  more  difficult  by  the  unprecedented  drain 


on  incomes  from  higher  taxes.  So  far,  the  Fed  has  made 
barely  any  progress  toward  getting  the  economy's  cred- 
it-sensitive sectors  moving  again. 

After  rising  in  February,  housing  indicators  headed 
south  again  in  March,  and  April  car  sales  remained 
disappointing.  In  the  month's  first  two  10-day  periods, 
sales  of  domestically  made  cars  averaged  5.6  million  at 
an  annual  rate,  down  from  a  6.2  million  pace  in  March. 

Part  of  the  Fed's  problem  is  the  unwillingness  of 
bankers  to  lend  because  of  stricter  regulation  and  weak 
profits.  As  a  result,  lending  rates  are  coming  down  a  lot 
slower  than  banks'  cost  of  funds.  Since  last  October,  the 
central  bank  has  cut  the  cost  of  federal  funds,  or  inter- 
bank borrowings,  from  81/4%  to  6%-.  However,  the  prime 
rate,  which  determines  interest  costs  for  many  consumer 
loans,  has  come  down  only  a  point,  to  9%-.  That's  the 
widest  spread  between  those  two  rates  in  nine  years. 

In  addition,  the  Fed's  easing 
of  short-term  rates  has  done  lit- 
tle to  cut  the  long-term  rates  so 
important  to  mortgage  lending. 
Long  rates  have  remained  stub- 
bornly high,  primarily  because 
of  fears  in  the  bond  market  that 
an  imminent  recovery  will 
thwart  progress  on  inflation. 

Moreover,  the  Fed  is  trying  to 
encourage  consumers  to  borrow 
at  a  time  when  their  real  in- 
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comes  are  falling  and  when  their  debts  are  already  high. 
Until  monetary  policy  can  spur  demand  in  the  credit- 
driven  sectors,  the  economy — and  manufacturing  in  par- 
ticular— faces  a  tough  road. 

(FACTORIES  To  be  sure,  factories  are  desperately 
MAY  FACE  seeking  demand.  The  reasons:  Weaker 
FURTHER  economies  abroad  have  stalled  the  growth 
CUTBACKS  Qf  u  g  exports.  And  here  at  home,  con- 
sumers and  businesses  just  aren't  spending. 

The  latest  report  from  durable-goods  manufacturers 
makes  this  painfully  clear:  Their  new  orders  plunged 
6.2%  in  March,  to  an  annual  rate  of  $110.3  billion.  That 
was  the  lowest  level  in  3V2  years  (chart). 

The  drop  was  far  worse  than  even  the  most  pessimis- 
tic expectation,  and  it  came  after  three  declines  in  the 
previous  four  months.  Transportation  equipment  led  the 
March  drop-off,  but  the  weakness  was  broad. 

Shipments  of  durable  goods  also  continued  to  unravel. 
They  dropped  2.4%  in  March,  to  $114.7  billion,  the  fifth 
decline  in  a  row.  That  surely  places  additional  pressure 
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on  manufacturers  to  trim  their  inventories  and  could 
mean  that  more  cuts  in  output  and  jobs  are  on  the  way. 

Sales  of  nondefense  capital  goods,  in  particular,  were 
hammered  in  the  first  quarter  as  many  businesses  ap- 
parently put  their  capital-spending  plans  on  hold.  Such 
shipments  fell  at  a  6.8%  annual  rate  last  quarter,  sug- 
gesting that  equipment  spending  was  very  weak.  And 
March's  10.37'  plunge  in  new  orders  for  capital  equip- 
ment paints  a  dim  outlook  for  future  spending. 

The  lack  of  new  demand  means  that  manufacturers 
are  depleting  their  order  backlog.  Unfilled  orders  fell 
0.9%  in  March,  after  no  change  in  the  prior  two  months. 
Excluding  aircraft,  where  demand  is  strong,  the  backlog 
is  down  6.5%  from  a  year  ago.  That's  another  sign  that 
more  cuts  in  factory  payrolls  and  output  lie  ahead. 

The  dismal  state  of  manufacturing  was  underscored 
by  the  latest  survey  on  business  conditions  taken  by  the 
National  Association  of  Business  Economists.  Econo- 
mists working  in  goods-producing  industries  said  that 
first-quarter  demand  growth  at  their  companies  fell  to 
the  second-lowest  rate  posted  since  the  last  recession, 
eclipsed  only  by  a  steep  decline  in  the  fourth  quarter. 

(EXPORTS  The  NABE  survey  also  reported  that  ex- 
WON'T  ports  showed  new  signs  of  life  in  March. 

COME  TO  If  those  reports  are  right,  it  will  be  good 
THE  RESCUE  news  for  manufacturers.  However,  ex- 
ports face  some  problems,  and  they  are  largely  outside 
the  reach  of  policymakers. 

In  February,  merchandise  exports  dropped  2.4%,  to 
$33.5  billion.  That  was  the  third  decline  in  the  past  four 
months.  Slowing  economies  in  many  of  America's  trad- 
ing partners  has  cut  world  demand  for  U.  S.  goods. 
Growth  in  exports  to  Britain,  Japan,  Mexico,  and  Brazil 
has  weakened  considerably  during  the  past  year. 

Over  the  past  12  months,  exports  have  risen  6.1%, 
down  by  almost  half  from  the  11.1%  pace  in  the  year 
before  that.  Despite  this  slowdown,  foreign  demand  re- 


mains a  positive  force  in  the  U.  S.  economy,  and  it  i 
vides  a  cushion  for  companies  that  ship  abroad.  HowS 
er,  merchandise  exports  account  for  only  10%  of  the  n 
gross  national  product.  That  means  foreign  trade  is 
likely  to  catapult  this  economy  out  of  recession. 

Moreover,  a  stronger  dollar  means  exporters  will  S' 
face  a  tougher  time  maintaining  their  competitiven* 
Since  mid-February,  the  dollar  has  climbed  7.1%  agai 
the  currencies  of  our  major  trading  partners  (chart). 

A  change  in  the  dollar's  va 
takes  about  six  to  nine  mon 
to  affect  exports.  So  as  U 
exporters  find  it  difficult 
keep  their  price  edge,  fore 
shipments  in  the  second  \ 
may  suffer.  And  the  increas 
prospects  of  a  global  recess 
could  hurt  even  more. 

Meanwhile,  the  downturn 
home  has  hit  foreign  produc( 
Imports  slid  6.4%  in  Februs 
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to  $38.8  billion.  This  large  drop  helped  to  narrow 
month's  trade  deficit  from  $7.2  billion  in  January  to  ^ 
billion  in  February,  the  smallest  in  seven  years. 

Lower  oil  imports  contributed  greatly  to  the  Febru^ 
drop  because  of  declines  in  price  and  volume.  But  otl 
import  categories  have  been  declining  since  Octofc 
when  imports  hit  a  record  high.  In  particular,  the  drop 
consumer  spending  has  caused  sharp  declines  in  impo 
of  cars  and  other  consumer  goods. 

To  pull  domestic  demand  out  of  its  funk,  the  Fed  rr 
well  have  to  cut  interest  rates  another  notch  or  two.  I 
once  a  recovery  is  finally  under  way,  another  import; 
policy  consideration  will  come  into  play.  That  is,  the  I 
is  the  one  policy  agency  that  does  not  want  a  br 
upturn  for  fear  that  strong  growth  will  fuel  inflation, 
long  as  monetary  policy  remains  the  economy's  oi 
source  of  stimulus,  the  Fed  may  well  get  its  way. 


PERSONAL  INCOME 

rising  unemployment  in  March  may  have 
caused  sales  to  decline. 

EMPLOYMENT  COSTS 

NAPM  SURVEY 

Monday,  Apr.  29,  10  a.m. 
Personal  income  probably  rose  a  small 
0.3%  in  March  after  an  even  meeker 
0.29?  increase  in  February,  according  to 
economists  surveyed  by  McGraw-Hill 
Inc.'s  MMS  International.  Consumer 
spending  likely  advanced  by  just  0.2%  in 
March,  following  a  stronger  0.6%  gain  in 
February.  The  weak  performance  is  sug- 
gested by  a  drop  in  retail  sales  in  March. 

NEW  SINGLE-FAMILY  HOME  SALES 

Wedyiesday,  May  1,  10  a.m. 
The  National  Association  of  Purchas 
Management's  index  of  industrial  act 
ty  probably  rose  to  42%  in  April  fi 
40%  in  March,  say  the  MMS  economis 

CONSTRUCTION  SPENDING 

Tuesday,  Apr:  JO,  8: JO  a.m. 
The  MMS  consensus  expects  a  I'a  rise  in 
labor  costs  at  private  companies  in  the 
first  quarter.  Compensation  increased  by 
0.9%  in  the  fourth  quarter. 

LEADING  INDICATORS 

Wednesday,  May  1,  10  a.m. 
Building  spending  likely  fell  0.3%o 
March,  after  a  0.1%  decline  in  Februa 

EMPLOYMENT 

Wednesday,  May  1,  8:30  a.m. 
The  government's  index  of  leading  indi- 
cators is  expected  to  post  a  strong  0.8% 
gain  for  March.  That  is  suggested  by 
increases  in  stock  prices  and  consumer 
expectations.  The  index  had  risen  1.1%  in 
February,  but  that  followed  six  consecu- 
tive monthly  declines. 

Monday,  Apr.  29,  10  a.m. 
New-home  sales  in  March  were  probably 
little  changed  from  the  annual  rate  of 
467,000  in  February,  say  the  MMS  econo- 
mists. But  higher  mortgage  rates  and 

Friday,  May  J,  8:30  a.m. 
Nonfarm  payrolls  probably  fell  134, 
in  April  after  losing  206,000  jobs 
March.  The  April  unemployment  r 
likely  rose  to  6.9%'  from  6.8%  in  Mar 
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A  tor  OF  TIRES  COST  LESS 
[HAN  A  MICHELIN.  THAFS 
BECAUSE  THEY  SHOULD. 

b  everyone  out  there  looking 
ave  a  few  dollars  on  a  set  of  tires, 
;  not  mince  words.  You  buy 
ap,  you  get  cheap, 
'here  may  be  a  lot  of  tires  out 
re  that  cost  less  than  a  Michelin. 
i  only  question  is,  what  do  you 
e  to  give  up  if  you  buy  one? 
)o  they  handle  like  a  Michelin? 
)o  they  last  like  a  Michelin? 
ire  they  as  reliable  as  a  Michelin? 
"hen  ask  yourself  this:  Do  you 
lly  want  to  find  out? 
Lt  Michelin,  we  make  only  one 
d  of  tire. 

"he  very  best  we  know  how. 
lecause  the  way  we  see  it,  the 
place  a  compromise  belongs  is 


As  a  matter  of  fact,  we  re  so 
obsessed  with  quality  we  make  the 
steel  cables  that  go  into  our  steel- 
belted  radials.  We  even  make  many 
of  the  machines  that  make  and 
test  Michelin  tires. 

And  our  quality  control  checks 
are  so  exhaustive  that  they  even 
include  x-rays. 

These  and  hundreds 
of  other  details,  big 
and  small  (details 
that  may  seem 
inconsequential  to 
others),  make  sure 
that  when  you 
put  a  set  of 
Michelin 


tires  on  your  car,  you  get  all  the 
mileage  Michelin  is  famous  for. 

True,  there  may  be  cheaper  tires. 
But  if  they  don't  last  Hke  a  Michelin, 
are  they  really  less  expensive? 

So  the  next  time  someone  tries  to 
save  you  a  few  dollars  on  a  tire,  tell 
him  this:  Its  not  how  much  you  pay 
that  counts.  Its  what  you  get  for 
your  money. 

And  then  Jie'll  know  that 
you  know  that  there's  only 
one  reason  a  tire  costs  less 
than  a  Michelin. 
It  deserves  to. 


MICHELIN 

BECAUSE  so  MUCH  IS 
RIDING  ON  YOUR  TIRES.® 


s 


MONEY  &  BANKING  I 


MAY  6, 


RIGHT  TIME,  RIGHT 
PLACE,  RIGHT  PRICE 

HOW  FLEET  AND  KKR  BESTED  THE  COMPETITION  FOR  BANK  OF  NEW  ENGLAND 


to  imitate  it 


On  Mar.  25,  Terrence 
Murray  and  four 
aides  flew  from 
Providence  to  New  Yori<. 
The  chairman  of  Fleet/ 
Norstar  Financial  Group 
Inc.  and  his  companions 
dropped  their  bags  at  the 
University  Club  and  hus- 
tled around  the  corner  to 
the  offices  of  Kohlberg  Kravis  Roberts 
&  Co.  With  just  four  days  before  the 
government's  deadline  for  bids  on  the 
failed  Bank  of  New  England,  Murray 
still  faced  plenty  of  hurdles.  Chief 
among  them:  money. 
Both  KKR  and  Providence-based  Fleet 


Studying  the 
workings  of 
the  deal 


knew  they  wanted  to  make 
a  joint  bid.  KKR,  a  master 
of  leveraged  buyouts, 
longed  to  set  up  a  joint 
venture  that  would  grant  it 
greater  influence.  Fleet  de- 
manded that  KKR  remain  a 
passive  partner.  The  stand- 
off lasted  for  days,  "kkr  is 
tough,"  says  a  Fleet  execu- 
tive. Finally,  an  investor  group  led  by 
kkr  agreed  to  buy  $283  million  worth  of 
Fleet  preferred  stock — without  any  vot- 
ing rights.  With  five  minutes  to  spare, 
the  group  submitted  its  bid  to  the  Feder- 
al Deposit  Insurance  Corp. 

It  was  a  fortuitous  agreement.  On 


Apr.  22,  the  FDIC  awarded  the  bne  : 
chise  to  Fleet  and  the  kkr  group 
return  for  $625  million.  Fleet  and 
got  control  of  one  of  the  largest  n 
banking  franchises  in  New  Engi 
Even  better:  Fleet  and  KKR  inves 
which  are  mostly  pension  funds,  wi 
ceive  nearly  $12  billion  in  loans  and 
er  earning  assets,  with  a  guarantee 
they  can  return  any  bum  ones  to 
FDIC  within  three  years. 

And  by  selecting  a  bid  that  incluc 
nonbank,  regulators  have  set  a  p: 
dent  for  dealing  with  a  failed  com 
cial  bank.  Already,  investment  ban 
are  scrambling  to  learn  the  bid's  de 
to  duplicate  it.  "This  has  got  to  en( 


28  BUSINESS  WEEK/MAY  6,  1991 


che  astute  institutional  investor  to 
ind  choose  among  the  rubble,"  says 
I  W.  Smith,  a  former  counsel  to  the 
)troller  of  the  Currency, 
e  selection  of  a  winner  ends  the 

of  New  England's  tortuous  saga, 
hed  down  by  acres  of  bad  real  es- 
lOans,  BNE  was  seized  by  regulators 
January.  It  was  the  third-largest 
•e  in  U.  S.  history,  and  it  sent  the 

searching  for  a  buyer  willing  to 
BNE  off  its  hands. 
OF  BIDDERS.  The  FDIC  didn't  have  to 
long.  A  dozen  banks  expressed  in- 
t  in  the  BNE  franchise.  A  leading 
ender  was  BankAmerica  Corp., 
ii  boasted  a  strong  capital  position. 
)ugh  weakened  by  bad  real  estate 
5  itself,  Bank  of  Boston  Corp. 
)ed  up  as  another  contender  and 
iged  to  find  several  investors  to 
J  up  its  capital. 

ger  to  join  the  bidding,  Fleet's  Mur- 
knew  he  needed  out- 
investors.  While  well- 
iged,  Fleet  had  also 
wounded  by  New  En- 
d's recession,  losing 
nillion  in  1990  (charts), 
•ay  then  thought  of 
Everyone  knew  the 
had  a  long  list  of  cli- 
with  deep  pockets. 

KKR  realized  it 
In't  buy  BNE  without  a 
to  run  it.  KKR  had 
1  1989  attempt  to  pur- 
3  the  failed  units  of 
is-based  MCorp  even 
?h  it  made  the  highest 
Analysts  suspect  that 
lators  cringed  at  the 
^ht  of  awarding  the 
to  an  LBO  firm, 
e  relationship  started 

The  first  meeting 
arranged  by  Fleet's  in- 
nent  adviser,  Salomon 
tiers  Inc.,  a  few  weeks 
BNE  failed,  says  Fleet 
utive  Vice-President  H.  Jay  Sarles. 
•ay  talked  with  KKR  executive  Mi- 
I  Tokarz,  who  had  handled  kkr's 
bid  for  MCorp.  Yet  as  a  few  v/eeks 
3d,  it  became  clear  that  if  either 
to  succeed,  they  would  need  each 
•.  In  early  March,  Murray  flew 
!  in  Fleet's  private  jet  to  Henry  R. 
is'  Vail  (Colo.)  ski  lodge  to  meet 
kkr's  partners — Kravis,  George  R. 
Tts,  and  Paul  Raether.  Over  dinner, 
agreed  to  pursue  a  joint  bid. 
ch  side  then  took  a  microscope  to 
3  books.  Even  Kravis  showed  up  at 
3  Boston  headquarters  to  ask  ques- 
.  What  did  they  find?  "An  attractive 

says  Sarles.  "It's  one  of  the  pre- 


eminent banking  franchises  in  New  En- 
gland." Moreover,  Fleet  thought  it  could 
save  $850  million  in  overhead  annually 
by  combining  the  banks.  There  was  even 
the  possibility  of  making  a  profit  after 
just  one  year.  Fleet  and  KKR  agreed  to 
bid  $600  million  in  cash  and  stock. 

At  first,  Fleet-KKR's  bid  seemed  weak. 
"We  had  gotten  vibes  that  we  weren't 
doing  so  well,"  recalls  Sarles.  Bank  lob- 
byists say  that  early  in  the  process,  it 
appeared  that  the  FDic  was  favoring 
BofA  because  of  its  size  and  the  cash- 
laden  bid  it  had  apparently  put  on  the 
table.  Bank  of  Boston,  which  had  lagged 
behind  the  pack  with  commitments  for 
only  $500  million,  lined  up  $1  billion. 

'Then,  on  Apr.  3,  BofA  seems  to  have 
made  a  gaffe.  Sources  say  that  in  a  let- 
ter to  the  FDIC,  BofA  tried  to  discredit 
its  rivals.  A  transparent  reference  to 
Bank  of  Boston  and  KKR  questioned  the 
wisdom  of  selecting  "a  marginally  capi- 


ton  and  BofA  also  declined  to  comment 
on  their  bids. 

The  debate  over  the  bidding  isn't  over. 
Although  the  Federal  Reserve  approved 
the  deal,  critics  worry  that  it  circum- 
vents the  Bank  Holding  Company  Act 
limiting  ownership  of  a  bank  by  nonbank 
institutions  to  25%.  Representative  John 
D.  Dingell  (D-Mich.),  of  the  House  Ener- 
gy &  Commerce  Committee,  is  looking 
at  the  provision:  "Is  KKR's  participation 
truly  passive,  or  will  it  have  sufficient 
control  to  raise  questions  about  the  sep- 
aration of  banking  and  commerce?" 

The  deal  is  surely  complex.  KKR  and 
its  75  investors  will  purchase  $283  mil- 
lion of  so-called  dual-convertible  pre- 
ferred stock  in  Fleet.  The  group  also  will 
get  warrants  to  buy  6.5  million  shares  of 
Fleet.  The  stock,  convertible  after  three 
years  into  Fleet  common  at  $17.65  a 
share,  has  no  voting  rights. 

KKR's  investors  could  end  up  with 


FAR  FROM  A  MERGER  OF  EQUALS 


MURRAY:  KICKING  IN  MORE  CASH  AT  THE 
LAST  MINUTE  MAY  HAVE  SEALED  THE  DEAL 


A  NUMBERS 

DATA:  COMPANY  REPORTS 


talized"  bank  or  investors  who  would  be 
beyond  regulatory  control.  BofA  and  the 
FDIC  won't  comment,  but  those  familiar 
with  the  bidding  say  the  tactic  rubbed 
regulators  the  wrong  way. 

Although  the  FDIC  revealed  nothing 
about  the  bids,  Murray  and  KKR  raised 
the  cash  component  of  their  bid  to  $462 
million  from  $300  million  early  on  after 
seeing  BofA's  letter.  Then,  on  the  last 
day,  they  threw  in  an  extra  $25  million 
in  cash,  says  Murray.  That  may  have 
tipped  the  balance.  Beyond  saying  that 
the  Fleet-KKR  offer  was  the  least  costly 
for  the  bank  insurance  fund.  Chairman 
L.  William  Seidman  has  declined  to  ex- 
plain the  FDlc's  reasoning.  Bank  of  Bos- 


16.5%  of  Fleet,  though  KKR  won't  be  en- 
titled to  a  seat  on  the  board.  Another 
option:  KKR's  investors  could,  after  four 
years,  convert  their  preferred  stock  into 
50%  of  Newco,  a  company  that  will  con- 
trol much  of  BNE's  former  franchise. 
KKR  then  would  leave  the  investment, 
says  Fleet.  "In  a  disaster  scenario, 
Newco  is  still  a  clean  bank,"  says  one 
investment  banker.  Barring  that,  Fleet, 
once  a  regional  also-ran,  would  be  more 
than  just  New  England's  biggest  bank. 
It  could  be  the  most  profitable,  too. 

By  Geoffrey  Smith  in  Boston,  with  Leak 
Nathans  Spiro  in  New  York,  Catherine 
Yang  in  Washington,  and  Joan  O'C. 
Haniiltov  in  San  Francisco 
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AEROSPACE  I 


NORTHROP'S  BIGGEST  FOE 
MAY  HAVE  BEEN  ITS  PAST 


Did  snafus  and  scandals  on  old  contracts  cost  it  the  ATF  deal? 


Tom  Jones  unquestionably  left  a  viv- 
id mark  on  Northrop  Corp.,  the 
company  he  headed  for  nearly  30 
years.  Too  vivid,  perhaps,  for  his  succes- 
.sor,  Kent  Kresa.  Jones,  who  ran  Nor- 
throp with  the  macho  swagger  of  a 
fighter  ace,  reveled  in  building  the  fast- 
est and  flashiest  fighters  and  bombers 
that  the  U.  S.  Air  Force  could  dream  up. 
In  his  biggest  coup  before  leaving  under 
a  hail  of  controversy  in  1989,  Jones  pilot- 
ed his  defense  contractor  past  much 
larger  companies  to  win  the  Air  Force's 
biggest  prize  up  to  that  time:  the  $65 
billion  B-2  stealth-bomber  program. 

Along  the  way,  though,  Jones  also 
flew  Northrop  into  a  dark  cloud  of  cost 
overruns,  bribery  charges,  and  criminal 
investigations.  That  legacy  may  have 
helped  undo  Northrop  and  its  partner, 
McDonnell  Dpuglas  Corp.  (box),  on  Apr. 
23,  when  the  Pentagon  picked  Lockheed 
Corp.  over  Kresa's  company  to  build  its 
new  Advanced  Tactical  Fighter  (ATF),  a 
contract  that  may  be  worth  $75  billion  to 
$100  billion  over  the  next  two  decades. 
SCRAMBLING.  The  two  supersonic  stealth 
fighters,  the  Air  Force  admitted,  scored 
almost  equally  high  marks  for  technol- 
ogy and  agility.  But  Air  Force  Secretary 
Donald  B.  Rice  lauded  Lockheed,  noting 
with  approval  the  way  the  Calabasas 
(Calif.)  company  "performed  in  control- 
ling costs  and  meeting  schedules"  on  its 
past  Pentagon  contracts. 


For  Lockheed  and  its  partners,  losing 
the  contract  wouldn't  have  been  a  stag- 
gering blow.  It  is  for  Northrop.  The  Los 
Angeles-based  company  could  have  used 
the  giant  contract — which  could  have 
meant  some  $45  billion  in  new  revenues 
over  the  next  two  decades — to  reduce  its 
increasingly  dangerous  reliance  on  the 
massive  B-2  pro- 
gram. The  plane, 
which  accounts  for 
oOS'f  of  Northrop's 
$5.5  billion  in  sales, 
is  a  constant  target 
for  congressional 
budget  cutters  who 
disapprove  of  its 
$845  million-apiece 
price  tag. 

So  far.  Congress 
has  promised  to  pay 
for  only  15  B-2s. 
Now,  each  year, 
Kresa  faces  an  annu- 
al funding  battle: 
Four  more  B-2s  are 
on  the  docket  this  fall.  Congressional  op- 
ponents already  have  their  knives  out. 
Predicts  Representative  John  R.  Kasich 
(R-Ohio),  a  member  of  the  House  Armed 
Services  Committee:  "The  B-2  is  going  to 
be  dead  at  the  end  of  this  year." 

Those  have  to  be  chilling  words  to 
Kresa.  For  in  the  wake  of  the  fighter 
loss,  "the  most  important  thing  [for  Nor- 


throp] is  the  B-2  and  how  that  prori 
moves  forward,"  he  admits.  The  coij 
ny  has  little  nonmilitary  business  t( 
back  on.  Northrop's  only  commerc; 
versification  to  date  is  building  a  S( 
of  Boeing  Corp.'s  747  fuselage.  Th: 
counts  for  only  IO'a  of  the  comji. 
revenues.  Meanwhile,  the  cost-cu 
Pentagon  plans  to  scale  back  mui 
Northrop's  other  important  mil 
work  in  years  to  come. 
STIGMA.  That  means  Kresa,  a  mild 
nered  engineer  who  took  over  as  ri 
January,  1990,  will  spend  much  ol 
next  few  years  in  a  marathon  lobb 
effort.  Without  the  billions  of  dolk 
year  the  Pentagon  spends  on  the 
Northrop's  airplane-building  busi 


PRATT  &  WHITNEY 

(UNITtn  ^^ruHOLOGIES) 
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BOEING  ^ 

Wings,  aft  fuselage. 

Main  computer  , 

avionics  integration 

hardware  and 

software 

stands  to  be  reduced  to  subcontrac 
work  on  McDonnell  Douglas's  F/ 
Navy  fighter  jet  and  its  Boeing  w 
Seizing  on  the  success  of  stealth  tecl 
ogy — used  in  the  gulf  war  on  ano 
plane,  the  F-117A  stealth  fighter— K 
has  spent  much  of  the  winter  dri 
home  to  Congress  the  importance  of 
B-2  in  future  regional  wars. 

But  Kresa  is  still  fighting  the  sti; 
of  Northrop's  past  sorry  performanc 
the  B-2  and  other  projects  Over  the 
four  years,  the  company  has  taken  i 
million  in  write-downs  on  military  | 
overruns.  Among  the  most  serious  I 
$300  million  in  write-downs  for  classi 
programs  in  late  1989  and  early  1 
Just  last  December,  the  Air  F( 
stopped  funding  the  company's  prob^ 
plagued  Tacit  Rainbow  missile,  w 
would  have  been  worth  nearly  $4  bil 
to  Northrop.  Further  problems  ( 
back  to  Jones's  efforts  to  build  the  '. 
fighter.  The  company  poured  more  t 
$1.1  billion  into  the  F-20  between  ; 
and  1986,  then  didn't  sell  a  single  pi; 

Kresa  has  done  a  lot  to  clean  up  1 
throp's  act.  To  put  the  Jones  era  be! 
it,  Northrop  last  year  pleaded  guilt; 
34  counts  of  fraud  for  falsifying 
data  on  two  military  programs  and  ] 
a  $17  million  fine.  And  Kresa  has 
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id  in  sprucing  up  the  company's  bal- 
sheet.  By  consolidating  its  electron- 
usiness  and  by  folding  its  missiles 
lircraft-building  businesses  into  one 
he  has  reduced  debt  307',  to  $777 
)n.  Northrop's  order  backlog  is  at  a 
record  $6.4  billion. 
>E  CALL.'  Kresa  believes  that  Nor- 
)  will  be  able  to  use  the  technology 
ioped  for  its  atf  fighter  to  win  new 
less.  "Our  people  have  gained  a  lot 
jcpertise  in  advanced  avionics  and 
losite  materials,"  he  says.  "All  of 
will  bode  well  as  we  apply  it  to  new 
existing  programs."  But  pointing 
company  in  a  new  direction  will  be 
;ult.  Northrop's  electronics  busi- 
3S  should  grow  only  modestly.  And 
military  business  will  be  hard  to 


come  by.  Although  the  Pentagon  wants 
to  build  a  new,  stretched  version  of  the 
F/A-18  Hornet,  funding  is  far  from  cer- 
tain. In  the  meantime,  Northrop's  F/A- 
18  work  continues  to  shrink.  The  compa- 
ny also  has  its  eye  on  bidding  to  build 
the  AX,  a  replacement  for  the  A-12  air- 
plane that  the  Navy  canceled  earlier  this 
year.  But  the  ax  is  at  best  a  distant 
prospect:  Production  under  that  pro- 
gram won't  be  taking  place  until  well 
past  the  year  2000. 

The  bottom  line  is  that  Northrop  can't 
afford  to  give  up  on  the  B-2.  Despite 
congressional  opposition  to  the  bomber, 
Northrop  is  likely  to  have  the  solid  back- 
ing of  President  Bush  and  other  political 
heavyweights.  "It's  going  to  be  a  very 
close  call,"  says  Paul  H.  Nisbet,  an  ana- 


lyst with  Prudential  Securities  Inc.  He 
and  other  analysts  give  the  program  at 
least  a  50-50  chance  of  survival. 

Most  analysts  believe  Northrop's  near- 
term  future  is  solid.  Indeed,  its  share 
price  had  been  rising  for  months  until 
the  ATF  decision.  Northrop  stock  fell  SVa 
points,  to  23%,  the  day  after  it  lost  the 
ATF  competition.  But  that's  still  well 
above  the  14-to-18  range  it  traded  in 
most  of  last  year.  "The  real  question  is 
what  Northrop  will  do  for  growth  in  the 
latter  part  of  the  decade,"  says  Wolf- 
gang Demisch,  research  director  with 
UBS  Securities  Inc.  And  the  pressure  to 
come  up  with  some  answers  just  got 
more  intense. 

Bij  Eric  Schine  in  Los  Angeles,  with 
Russell  Mitchell  in  Washington 


McDonnell  douglas'  recon  mission:  find  investors 


tack  when  the  Beatles  were  cool 
and  the  cold  war  was  hot,  McDon- 
nell Douglas  Corp.  could  afford  to 
solo.  A  steady  stream  of  ever-faster 
iter  aircraft  for  years  guaranteed  the 
?nse  giant  hefty  profits — so  much 
ley  that  it  could  easily  carry  McDon- 
's  commercial-aircraft  unit, 
^ow  times  have  changed.  With  Penta- 
spending  falling  and  St.  Louis-based 
Donnell  losing  mammoth  defense 
petitions  such  as  the 
to  build  the  Ad- 
ced  Tactical  Fighter, 
5f  Executive  John  F. 
)onneri  has  to  make 
airliner  business  the 
ipany's  main  profit 
ine. 

lOR  HITCH.  A  sensible 
3ition,  but  flying 
g-to-wing  with  arch- 
1  Boeing  Co.  requires 
more  resources  than 
i-strapped  McDonnell 
muster.  So  McDon- 
for  months  has  been 
ting  the  bushes  for 
1  domestic  and  for- 
1  investors  or  subcon- 
itors  willing  to  shoul- 
part  of  the  $3  billion 
>4.5  billion  it  will  take  to  develop  the 
-12X,  a  new  jumbo  jet  to  challenge 
ing's  venerable  747.  And  though  he 
n't  discussed  selling  an  equity  stake 
he  entire  commercial  business,  John 
3onnell  admits  that  he  would  consider 
possibility.  "We  are  talking  with  lots 
nanufacturers  about  lots  of  different 
ingements,"  he  says.  "I'm  open  to 
itever  makes  sense."  If  he  can't  bring 
.  well-heeled  collaborator,  he  says,  he 
I't  build  the  new  plane, 
he  son  of  McDonnell  Douglas' 


founder  has  little  choice  but  to  turn  to 
outsiders.  Europe's  Airbus  Industrie  re- 
cently leapt  past  it  to  become  the  No.  2 
among  airframe  makers  in  new  orders 
(BW— Apr.  22).  McDonnell  booked  a 
mere  4%  of  new  commercial-jet  orders  in 
1990's  fourth  quarter,  and  its  order  book 
shrank  in  the  first  quarter  because  of 
cancellations. 

John  McDonnell  sees  a  broader  prod- 
uct line  as  his  best  bet  to  rev  up  the 


THE  MD-I  I:  DEVELOPMENT  COSTS  HELPED  CAUSE  MCDONNELL'S  DEBT  TO  TRIPLE 


commercial  side.  A  greater  variety  would 
move  McDonnell  away  from  its  mainstay 
narrowbody  aircraft  into  the  faster- 
growing,  more  lucrative  markets  for 
long-range  and  widebody  planes. 

There's  just  one  hitch:  Expanding  in 
commercial  aircraft  will  cost  major 
bucks.  Fueled  by  heavy  development 
spending  on  the  MD-11  and  cost  over- 
runs on  the  Navy's  recently  canceled  A- 
12  attack  plane,  McDonnell's  long-term 
debt  has  tripled  since  1986,  to  $3.3  billion. 
And  unless  McDonnell  and  partner  Gen- 


eral Dynamics  Corp.  overturn  a  Penta- 
gon contract-default  judgment  against 
their  A-12  performance,  McDonnell  will 
have  to  swallow  an  $850  million  in  write- 
offs during  the  next  two  years. 
HEADACHES.  Those  numbers  are  a  seri- 
ous competitive  liability  for  a  company 
that  earned  only  $306  million  on  sales  of 
$16.3  billion  in  1990.  "Boeing  has  $3  bil- 
lion in  cash  and  little  debt,  while  McDon- 
nell has  $3  billion  in  debt  and  not  as 
much  cash,"  explains 
Lawrence  M.  Harris,  an- 
alyst at  Kemper  Securi- 
ties Group.  "So  you  just 
have  to  look  at  the  bal- 
ance sheets  to  see  who 
needs  a  partner." 

•John  McDonnell  won't 
reveal  which  companies 
McDonnell  has  ap- 
proached about  MD-12X 
stakes  but  admits  he  has 
found  no  takers  so  far. 
Several  U.  S.  aerospace 
companies,  including 
Rockwell  and  Northrop, 
have  held  discussions 
about  subcontracting, 
but  they  haven't  signed 
on  to  a  financing  com- 
mitment. A  more  likely 


investor  would  be  Saab-Scania  or  another 
European  airframe  maker  or  a  Japanese 
industrial  giant.  But  a  foreign  tie-up 
could  pose  big  political  problems. 

There's  one  last  headache  for  McDon- 
nell: Even  if  it  finds  an  equity  partner, 
the  bulk  of  McDonnell's  development 
spending  for  the  MD-12X  would  come 
due  in  the  mid-1990s— just  as  many  of  its 
current  cash-generating  military  pro- 
grams will  be  winding  down.  It's  a  long 
way  from  the  glory  days  of  the  1960s. 

By  James  E.  Ellis  in  St.  Louis 
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DEALS  I 


AN  NCR  PLANT:  ATAT  HAS  ALREADY  BRAINSTORMED  50  WAYS  THE  TWO  CAN  COLLABORATE 


WILL  AT&T  WIN  'THE  BALDRIDGE 
AWARD  FOR  QUALITY  IN  MERGERS'? 


It's  looking  for  synergy  with  NCR — but  won't  be  fanatical  about  it 


Charles  E.  Exley  Jr.,  chairman  of 
NCR  Corp.,  profes.ses  bewilder- 
ment. Why  does  a  communications 
company  like  American  Telephone  & 
Telegraph  Co.  so  badly  want  to  buy  a 
computer  company  like  NCR?  True,  he 
admits,  phone  networks  carry  a  lot  of 
computer  traffic.  But,  he  says,  "that's 
like  an  electric  utility  saying  that  be- 
cause I  deliver  power  to  the  outlet,  I 
should  be  in  the  Mixmaster  business." 

AT&T  executives  are  tired  of  hearing 
that  kind  of  skepticism.  They're  out  to 
show  that  AT&T  isn't  buying  NCR  just  to 
bail  out  its  own  money-losing  computer 
business — that  there  really  is  substance 
to  AT&T's  vision  of  a  marriage  between 
computers  and  communications.  As  AT&T 
Chairman  Robert  E.  Allen  told  1,200  cus- 
tomers on  Apr.  24;  "Our  intent  is  to 
equip  AT&T  to  ride  the  wave  of 
networked  computing  that's  growing 
three  times  faster  than  the  computer 
business  as  a  whole." 
He  even  offered  a  sweetener  to  get 


the  chance  to  prove  his  point.  On  Apr. 
20,  Allen  offered  to  meet  NCR's  asking 
price  of  $110  a  share  in  AT&T  stock,  or 
$7.4  billion.  The  biggest  stumbling  block 
left  was  discord  over  how  much  protec- 
tion to  give  NCR  shareholders  against  a 
decline  in  AT&T  stock. 

AT&T  wasn't  waiting  for  the  deal  to  fall 
into  place  to  pursue  its  vision.  A  transi- 
tion team  had  already  brainstormed  50 
ideas  for  collaborative  products  and  ser- 
vices, ranging  from  automated  teller  ma- 
chines that  understand  speech  to  a  sys- 
tem for  clearing  checks  by  phone  instead 
of  by  the  truckload. 

Yet  even  if  collaboration  makes  sense, 
AT&T  still  has  to  improve  on  its  rather 
spotty  record  in  strategic  alliances  (ta- 
ble). Moreover,  the  company  has  to  show 
that  collaboration  is  best  done  by  acqui- 
sition rather  than  by  cheaper  means.  MCI 
Communications  Corp.,  AT&T's  nearest 
long-distance  rival,  is  an  instructive  con- 
trast. Rather  than  acquire  major  equip- 
ment suppliers,  which  it  couldn't  afford 


anyway,  MCI  has  formed  close  devi 
ment  and  marketing  relationships 
such  key  players  as  Racal-Milgo,  a 
rise  (Fla.)  maker  of  data  communica 
gear.  Racal-Milgo  President  Jamei 
Norman  says  because  neither  com] 
owns  the  other,  they  both  gain  cre( 
ity  when  they  pitch  each  other's  { 
ucts:  "Anytime  you  own  a  company 
you  propose  both  products,  it's  vi( 
that  you  have  an  ax  to  grind,"  he  s 

AT&T's  answer  is  that  its  ambition 
beyond  joint  marketing  and  minor  ( 
eration  on  product  design.  To  mal 
real  difference  in  global  markets, 
C.  K.  Prahalad,  the  University  of  M 
gan  corporate  strategy  guru  who's 
vising  AT&T,  "you  need  free  mover 
of  technology  and  market  know) 
That  can  be  done  only  when  you  cr 
one  organization,  without  any  cone 
about  intellectual  property  and 
broadly  coordinated  strategies." 
GRAVY.  One  thing  in  AT&T's  favor  is 
there's  no  urgency  about  producing 
fruits  of  collaboration.  Analyst  Ft 
Governali  of  First  Boston  Corp.  cj 
lates  that  as  long  as  AT&T's  stock  { 
doesn't  sag  too  low,  increasing  the  d< 
cost,  AT&T's  earnings  would  keep  gi 
ing  if  it  merely  keeps  NCR's  earning 
their  upward  trajectory  and  wipes 
its  own  computer  losses,  estimate( 
more  than  $200  million  a  year.  Any 
ergies,  he  says,  would  be  gravy. 

Wisely,  AT&T  senior  managers 
they  won't  become  synergy  zeal 
AT&T  intends  to  assign  gatekeeperi 
keep  its  own  bureaucratic  armies  f 
unintentionally  smothering  NCR  \ 
forms,  meetings,  and  corporate  rit 
And  a  senior  AT&T  executive  will  be 
signed  to  listen  to  NCR's  people  full-1 
and  to  report  back.  Sensitivity  is  in, 
quest  out.  Says  AT&T  Data  Syst 
Group  Executive  Robert  M.  Kav 
"We  are  interested  in  winning  the  B 
rige  Award  for  quality  in  mergers." 

Whether  Exley  knew  it  or  not  w 
he  brought  up  Mixmasters,  nothing 
tates  AT&T  executives  more  than  b( 
compared  to  a  utility.  AT&T  is  out 
prove  with  its  acquisition  of  NCR  thal| 
days  of  supplying  a  regulated,  gen| 
commodity  are  long  gone. 

By  Peter  Coy  in  New  i 


AT&rS  MIXED  RESULTS  WITH  MERGERS  AND  JOINT  VENTURES 


■ 

19 

■ 

Forms  European  joint  ven- 
ture with  Philips  in  phone- 
eqo'ipment  manufacturing 
OUV<.:?M£  Philips  sells 
out,  and  AT&T  finds  new 
partners 


Buys  25%  stake  in  Oli- 
vetti to  rement  a  cross- 
marketing  deal 
OUTCOME  Deal  dissolves 
in  1989 


Agrees  to  buy  up  to  20% 
of  Sun  Microsystems 
OUTCOME  A  joint  effort 
to  seize  leadership  in 
Unix  software  stirs  indus- 
try resentment 

DATA:  BW 


Buys  Istel,  a  British  data 
services  company,  and 
Paradyne,  U.S.  maker  of 
communications  gear 
OUTCOME  The  deals  are 
modestly  successful 


Agrees  with  Japan's  NEi 
to  share  basic  semicon- 
ductor-manufacturing 
technology 

OUTCOME  Too  soon  to 
determine 
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:K  BRADY'S  LONESOME  CALL: 
WER  INTEREST  RATES 


'ants  cheaper  money — but  other  industrial  nations  aren't  listening 


If.  " 


Iicholas  F.  Bra- 
dy, investment 
banker,  wor- 
i  lot  about  the 
1  capital  short- 
'Vom  the  rebuild- 
f  Kuwait  to  the 
ation  of  Germa- 
the  restructur- 
of  Corporate 
ica's  balance 
;,  he  sees  a  mas- 
jap  between  in- 
lent  needs  and 
unds  available. 
)las  F.  Brady, 
ury  Secretary, 
;  he  has  the  solu- 
3ut  today's  high 
!st  rates.  They 
only  threaten 
,h  but  block  the 
of  capital  to  de- 
ng  nations,  Brady's  aides  argue. 
Brady  has  little  chance  of  selling 
rgument  to  his  counterparts  from 
roup  of  Seven  nations  when  they 
in  Washington  on  Apr.  28.  These 
igs  are  generally  polite  affairs,  so 
's  colleagues  from  Britain,  Cana- 
rance,  Germany,  Italy,  and  Japan 
bly  won't  point  out  that  the  U.  S. 
■t  deficit  is  the  single  biggest  drain 
irld  capital.  The  top  economic  offi- 
if  the  big  industrial  nations  may  be 
vocal  about  a  variety  of  solid  rea- 
;o  avoid  cheaper  credit. 
ACK.  Even  though  Japa- 
noney  growth  is  slowing 
ly,  the  Bank  of  Japan, 
ed  about  rising  labor 
isn't  expected  to  cut  in- 
:  rates  before  late 
Germany's  Bundes- 
is  taking  an  even  harder 
:hart).  It  may  actually 
rates,  even  though 
h  is  slowing  in  Europe's 
it  economy.  Auto  output 
I  67f  in  March,  thanks  to 
;p  drop  in  exports,  and 
an  companies'  profits 
•91  are  likely  to  fall  for 
scond  straight  year, 
idesbank  President  Karl 
■*6hl  has  little  choice  but 
intain  his  tightfisted  pol- 
ierman  unification  has 
I  a  flood  of  trouble:  a 
urge  in  the  money  sup- 


GERMAN  WORKERS:  WAGE  DEMANDS 
WILL  KEEP  PRESSURE  ON  RATES 


ply,  a  $40  billion  bud- 
get deficit,  and  unpop- 
ular tax  hikes — all 
while  unemployment 
soars  in  what  was 
East  Germany.  Infla- 
tion-phobic Germans 
fret  that  consumer 
prices  could  rise  3.57^ 
this  year,  up  from 
2.77'  "in  1990.  Wage 
settlements  already 
are  running  at  twice 
that  rate,  and  the  2.7 
million-member  metal- 
workers' union  threat- 
ens to  strike  if  it 
doesn't  get  a  107 
hike.  No  surprise, 
then,  that  Brady's  call 
for  lower  rates  drew  a 
riposte  from  Pohl: 
"Slacker  Bundesbank 
policy  is  not  the  right  way  to  deal  with 
higher  public-sector  borrowing  or  desta- 
bilizing wage  policies." 

Nor  can  Brady  expect  much  help  at 
home.  After  nearly  two  yeai's  of  rate- 
cutting,  the  Federal  Reserve  Board  has 
shifted  into  neutral.  Divided  at  their 
Mar.  26  meeting  over  whether  the  econo- 
my has  hit  bottom,  Fed  policymakers  de- 
cided to  stand  pat.  There's  little  evidence 
that  the  recession  is  over.  March's  star- 
tling 6.27  drop  in  durable-goods  orders, 
coming  on  the  heels  of  a  205,000-job  drop 


THE  WIDENING  GAP  IN  GLOBAL  RATES 


YIELDS  ON  THREE-MONTH 
CERTIFICATES  OF  DEPOSIT 


Q       I   <   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I   I    t   t  I 

JUNE  29,  '90  JAN.  4,  '91  APR.  24 

▲  PERCENT 

DATA:  NIKKO  SECURITIES  CO.  INTERNATIONAL  INC, 


in  payrolls,  shows  that  production  is 
weak  (page  25).  Consumption,  too,  is 
flat:  Retail  sales  fell  0.87  in  March  after 
a  February  spike.  "I  haven't  concluded 
that  we've  hit  bottom  yet,"  says  Minne- 
apolis Fed  President  Gary  H.  Stern. 

Other  Fed  officials  see  signs  of  hope. 
"We  do  expect  the  bottom  to  occur  with- 
in a  reasonably  short  period,"  Chairman 
Alan  Greenspan  told  a  congressional 
panel  on  Apr.  23.  These  optimists  are 
focusing  more  on  early  signs  of  recov- 
ery: a  sharp  first-quarter  pickup  in  hous- 
ing permits,  starts,  and  sales;  money- 
supply  growth  that's  back  in  the  Fed's 
target  range;  drops  in  the  number  of 
new  unemployment  claims;  and  rising 
stock  prices.  The  Fed's  inflation  hawks 
don't  want  to  add  more  stimulus  just  as 
the  economy  starts  to  grow.  "We've  got 
to  err  on  the  side  of  preventing  infla- 
tion," says  Richmond  Fed  President 
Robert  P.  Black. 

OVERLAP.  That  doesn't  rule  out  another 
rate  cut,  but  it  likely  would  be  small. 
The  central  bank's  policy  indicator,  the 
federal  funds  rate,  is  targeted  at  67,  the 
same  as  the  interest  charged  to  banks 
for  loans  at  the  Fed's  discount  window. 
Historically,  fed  funds  cost  more  than 
discount-window  borrowings,  and  the 
Fed's  money  managers  are  uncomfort- 
able with  the  overlap.  The  Fed  may  take 
the  discount  rate  down  to  5.57,  but  fed 
funds  are  unlikely  to  go  below  5.757'. 
"The  bulk  of  easing  in  monetary  policy 
is  over  for  this  cycle,"  says  Lyle  E. 
Gramley,  chief  economist  of  the  Mort- 
gage Bankers  Association  of  America. 

The  feeling  among  currency  traders 
that  U.  S.  rates  are  bottoming  out  has 
pushed  the  dollar  to  a  16-month  high  of 
1.765  German  marks.  At  past  G-7  meet- 
ings, such  a  shift  would  have  led  to 
heavy  market  intervention.  But  the 
weak  mark  doesn't  seem  to  bother  any- 
one but  the  Germans.  Other 
European  countries  are  using 
the  opportunity  to  trim  their 
rates,  and  the  Fed  isn't  will- 
ing to  dump  dollars  to  fight 
the  markets.  So  G-7  talk  of 
coordination  won't  be 
matched  by  market  action. 

As  the  world's  most  power- 
ful economic  club,  the  G-7 
ought  to  be  wrestling  with 
such  serious  concerns  as  the 
big  capital  crunch.  But  Bra- 
dy's solution — print  more 
money — matches  neither  the 
world  economy's  current 
needs  nor  its  long-term  de- 
mand for  capital.  The  G-7 
communique  will  have  to  find 
a  polite  way  to  tell  him  so. 

By  Mike  McNamee  in 
Washington,  with  Blanca 
Riemer  in  London  cmd  John 
Templeman  iri  Bonn 
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Commentary/by  Christopher  Farrell 


THE  CHOICE  ISN'T  FREE  TRADE  OR  PROTECTIONISM 


If  a  foreign  country  can  supply  us 
with  a  commodity  cheaper  than  we 
ourselves  can  make  it,  better  buy  it  of 
them  with  some  part  of  our  own  in- 
dustry, employed  in  a  way  in  which 
we  have  sotne  advantage. 

— Adam  Smith 

In  the  more  than  200  years  since  the 
publication  of  The  Wealth  of  Na- 
tions, belief  in  free  trade  became  a 
canon  of  the  economic  clerisy.  Econo- 
mists who  agreed  on  almost  nothing 
else  were  willing  to  ac- 
cept that  free  trade  left 
almost  everyone  better 
off.  Even  if  other  coun- 
tries played  unfair,  the 
U.  S.  still  would  come 
out  ahead  by  keeping 
its  barriers  down. 
American  consumers 
could  buy  videocassette 
recorders  or  steel  in- 
gots at  a  cheaper  price. 
A  belief  in  free  trade 
became  the  foundation 
underlying  postwar 
American  trade  policy. 

That  foundation  has 
eroded  in  recent  years, 
as  an  influential  group 
of  economists  rejected 
the  old  free-trade  argu- 
ments in  favor  of  what 
they  call  "strategic 
trade."  They  argue  that 
many  industries  are  dominated  by  a 
handful  of  players,  enabling  them  to 
exploit  profits  and  experience.  They 
can  also  gain  from  protected  home 
markets  or  subsidized  export  markets 
to  compete  abroad.  "A  view  which  was 
iconoclastic  in  1981  is  now  the  new  or- 
thodoxy," says  Paul  R.  Krugman,  an 
economist  at  the  Massachusetts  Insti- 
tute of  Technology.  "We  won  the  intel- 
lectual battleground  on  how  you  think 
about  trade." 

Krugman  is  not  a  hard-core  protec- 
tionist, but  he  and  other  like-minded 
economists  are  likely  to  find  a  ready 
audience  among  protectionists  these 
days,  as  President  Bush  tries  to  create 
a  Canadian,  U.  S.,  and  Mexican  trade 
union.  These  theorists  could  also  pro- 
vide a  rationale  for  ignoring  the  Gener- 
al Agreement  on  Tariffs  &  Trade  talks. 
Indeed,  some  examples  cited  by  the 
strategic-trade  theorists  are  enticing. 


Japan's  dominance  of  the  memory  com- 
puter-chip market  and  its  success  in 
establishing  a  computer  industry  are 
favorite  examples.  Then  there  is  Air- 
bus Industrie,  Europe's  four-country, 
heavily  subsidized  airplane  maker, 
which  has  become  a  formidable  com- 
petitor to  U.  S.  aircraft  producers. 

Should  the  U.  S.  follow  suit,  protect- 
ing and  subsidizing  key  industries?  No. 
The  case  against  protectionism,  on 
both  economic  and  political  grounds,  is 
still  strong.  The  lesson  from  the  strate- 


gic-trade theorists  is  that  there  may  be 
other  beneficial  policies  that  an  activist 
government  can  follow. 

Economically,  the  difficulty  with  any 
long-term  strategy  of  subsidies  and 
protection  is  that  such  moves  sap  capi- 
talism's inherent  dynamism.  The  es- 
sence of  capitalism  is  the  free  flow  of 
resources  from  atrophying  uses  to  to- 
morrow's advances.  And  in  Europe, 
hefty  government  spending  on  comput- 
er and  semiconductor  industries  has 
not  resulted  in  world-class  competitors. 

In  the  U.  S.,  in  particular,  the  politics 


The  free  flow  of  resources 
is  the  essence  of  capitalism. 
In  Europe,  subsidies  haven't 

produced  top  competitors 


of  protection  rarely  end  up  nurturir 
industries  of  the  future.  Capitol  H 
inevitably  ends  up  sheltering  political 
powerful  special  interests.  Example 
the  auto  makers,  steel  m.ills,  peani 
farmers,  and  sugar  growers.  The  r 
suit,  economists  agree,  has  been 
make  the  industries  less  competitii 
while  costing  consumers  a  bundle. 

Government  shouldn't  abstain  fro 
intervening  in  international  trad 
though.  American  industry  needs  op( 
markets  abroad.  It  hurts  our  econ 
mies  of  scale  if  a  Jap 
nese  manufacturer  sel 
its  products  both  i 
home  and  abroad,  whi 
a  U.  S.  competitor  ca 
sell  only  to  its  domest 
market.  The  Japanes 
company  gains  an  irr 
versible  price  advai 
tage.  Quick  and  toug 
retaliation  against  fo 
eign  competitors  thi 
deny  access  to  the 
markets  is  good  policj 
RUSTY  RELIC?  Eve 
though  the  U.  S.  gc 
ernment  shouldn't  pri 
tect  individual  indui 
tries,  the  market  alor 
won't  promote  enoug 
innovation  to  keep  th 
U.  S.  competitive.  Go' 
ernment  can  create  ec( 
nomic  incentives  to  ei 
courage  innovation  and  technology 
Some  possibilities  include  more  grant 
and  more  generous  tax  credits  to  suj 
port  commercial  research  by  all  kind 
of  companies,  and  higher  investment 
in  human  capital  to  make  worker 
smarter  and  more  productive.  As  Ml 
economist  Rudiger  Dornbusch  puts  i 
"A  science  and  technology  policy  i 
part  of  any  trade  policy." 

Free  trade  is  no  rusty  relic  of  anotl 
er  age.  Protectionism  is  not  an  una! 
loyed  evil.  Simple  dichotomies — frei 
trade  vs.  protectionism — can  be  mi.'! 
leading.  Just  as  with  the  constant  tei 
sion  between  the  rights  of  individual 
and  the  demands  of  society,  the  wis 
choice  is  not  in  selecting  one  of  tw, 
polar  opposites.  The  secret  is  balancin' 
two  competing  values.  So  it  is  wit 
trade:  There's  a  middle  ground  b^ 
tween  laissez-faire  and  beggar-thj 
neighbor  government  intervention. 
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When  ROLM  sent  John  Axselle 
)ack  to  school,  he  asked  questions  that  got 
a  whole  campus  talking. 


Vhen  ROLM"sales  rep  John  Axselle  arrived  atVirginiaTech, 
le  knew  he  was  in  for  a  lot  of  homework. 

His  assignment?  To  design  an  integrated  voice  and  data 
ystem  linking  three  facilities:  the  library,  the  mainframe 
omputer  center  and  a  campus-wide  system  of  PCs. 

As  could  be  expected  of  one  of  America's  leading  re- 
earch  institutions,  the  solution  began  with  questions.  John 
isked  a  lot  of  them,  and,  in  conjunction  with  VirginiaTech's 
^Communications  Resources  Department,  was  able  to 
incover  the  telecommunications  needs  of  the 


university's  entire  28,000  member  academic  community. 

From  the  multitude  of  questions  came  a  singular 
answer.  The  ROLM  9751,  which  integrated  three  separate 
entities  into  one  powerful  learning  tool. 

Soon,  students  were  able  to  access  library  research 
materials  from  personal  computers  in  their  dorm  rooms. 
Professors  and  students  alike  were  conducting  electronic 
bull  sessions  with  their  counterparts  around  campus  and 
around  the  world.  And  one  day,  students  will  be  able  to  take  a 
morning  class  at  the  Sorbonne  and  attend  an  afternoon  lec- 
ture at  Oxford.  All  without  leaving  campus.  And  all  thanks 
to  the  ROLM  9751. 

Could  John  Axselle  have  sold  a  system  without  all  of  his 
questions?  Probably.  It's  done  every  day  Could  he  have  helped 
design  a  system  specifically  matched  to  the  campus-wide 
needs  of  Virginia  Lech?  Definitely  not.  And  that's  a  lesson 
that  shouldn't  be  lost  on  you  the  next  time  you're  considering 
a  telecommunications  company. 

For  more  information,  call  ROLM  at  1-800-624-8999 


ext.  235,  or  your  authorized  ROLM  Business  Partner. 

An  IBM  and  Siemens  Company 

We  ask  better  questions.  You  get  better  answers. 


S>  HOLM  I,  o  rfgnlereJ  trademark  of  HOI  M  Sulcm,  ®  IWO  HOI  M  Company 


CONTRACTORS! 


A  BONANZA  FOR 
BECHTEL?  WELL... 


RebuDding  Kuwait  may  give  the 
company  less  work  than  expected 


Given  the  scale  of  destruction  in 
Kuwait,  the  casual  observer 
might  think  that  U.  S.  companies 
hired  to  rebuild  the  war-torn  country 
had  hit  the  jackpot.  The  biggest  winner 
appeared  to  be  Bechtel  Group  Inc.,  the 
San  Francisco  engineering  and  construc- 
tion giant  that  has  snagged  the  contract 
to  restore  Kuwait's  oil  production. 

Not  so  fast.  Riley  P.  Bechtel,  39,  presi- 
dent and  CEO  of  the  closely  held  compa- 
ny, says  the  deal  probably  means  "hun- 
dreds of  millions,  not  billions"  of  dollars 
in  revenues  over  the  next  12  to  36 
months.  "The  scope  of  our  work  is  wide- 
ly misunderstood.  People  think  we're 
running  all  the  v/ork  in  all  of  Kuwait." 
WELL-APPOINTED.  Piley  isn't  the  only  big 
player  in  the  industry  eager  to  correct 
that  impression.  Says  William  Stitt, 
chairman  of  ICF  Kaiser  Engineers  in 
Oakland,  Calif.:  "Everybody  would  like 
to  get  their  name  on  the  marquee.  But 


there  will  be  a  difference  between  sign- 
ing up  and  making  money  at  it."  Bech- 
tel's  contract  with  Kuwait  Petroleum 
Corp.,  as  Riley  Bechtel  points  out,  is  lim- 
ited to  restoring  "upstream"  oil  and  gas 
installations — wells,  mostly.  So  far,  the 
company  hasn't  been  hired  to  rebuild  oil 
refineries  or  infrastructure  such  as 
roads  and  bridges.  And 
for  now,  most  of  Bech- 
tel's  work  involves  fight- 
ing oil  fires.  Riley  says 
the  Kuwait  project  is  one 
of  some  two  dozen  "me- 
gaprojects"  the  company 
is  involved  in.  "It  will  be 
a  major  assignment  for 
us,  but  it  won't  be  the 
largest." 

For  that  matter,  the 
gulf  war  wasn't  altogeth- 
er good  for  Bechtel's 
book  of  business.  The 
company  said  on  Apr.  23 
that  revenues  for  proj- 
ects completed  last  year  had  risen  a 
healthy  10';!  ,  to  $5.6  billion.  But  the  war 
put  a  lid  on  new  contracts.  Even  though 
bookings  were  ahead  of  plan  during  the 
first  half  of  1990,  Iraq's  invasion  of  Ku- 
wait on  Aug.  2  stymied  many  new  pro- 
jects. The  upshot:  Bechtel's  bookings 
dropped  127<  last  year,  to  $4.8  billion. 

Bechtel  says  he  won't  drain  the  com- 


RILEY  BECHTEL:  "HUNDREDS  OF 
MILLIONS,  NOT  BILLIONS" 


pany's  other  projects  to  service  1 
wait — a  fear  expressed  by  certain  Be 
tel  clients.  Only  120  of  the  compan 
32,500  employees  have  been  dispatcl 
to  Kuwait  so  far.  Its  work  force  in 
country  could  eventually  grow  to  4,J 
people,  but  no  more  than  200  are  expe 
ed  to  be  Bechtel  employees.  The  rest  i 
likely  to  work  for  varic 
subcontractors. 

Still,  the  1990s  are 
most  sure  to  be  kinder 
Bechtel  than  the  previc 
decade  was.  The  com] 
ny's  revenues  slumpec 
along  with  oil  prices  a 
nuclear  plant  constri 
tion — forcing  Riley's 
ther  and  predecess( 
Steven  D.  Bechtel  Jr., 
slash  the  work  fore 
Now,  the  company 
logged  its  secoi 
straight  year  of  reven 
gains,  and  Riley  Bechi 
expects  1991  sales  to  rise  further. 

He's  focusing  much  of  his  attenti( 
overseas.  In  Asia,  the  company  recent 
snared  major  airport  projects  in  Japa 
South  Korea,  and  Hong  Kong.  He  ali 
sees  big  opportunities  in  Eastern  E 
rope.  So  whether  Kuwait  is  mega  i 
middling,  Bechtel  will  stay  busy. 

By  Maria  Shao  in  San  Francisi 


RETAILING  I 


MINDING 
THE  STORES 


Allen  Questrom's  reorganization 
may  save  Campeau's  remnants 


It's  not  going  to  make  The  New  York 
Times  best-seller  list,  but  the  reorga- 
nization plan  for  Federated  Depart- 
ment Stores  Inc.  and  Allied  Stores  Corp. 
will  make  riveting  reading  for  a  horde  of 
bankers,  bondholders,  and  suppliers.  The 
plan,  due  Apr.  29  in  U.  S.  Bankruptcy 
Court  in  Cincinnati,  details  how  the  com- 
panies' managers  will  take  the  two  retail 
groups  out  of  Chapter  11,  where  they 
landed  last  year  after  their  owner,  Cana- 
da's Campeau  Corp.,  stumbled  under 
some  $7  billion  in  debt. 

Executives  at  the  stores  are  keeping 
their  lips  zipped.  But  according  to  credi- 
tors, bankers,  and  analysts,  the  plan  pro- 
poses to  pare  liabilities  for  the  two 
chains  to  something  between  $1.5  billion 
and  $2  billion.  To  wipe  away  the  debt. 
Federated  and  Allied  Chief  Executive  Al- 
len I.  Questrom  wants  to  swap  varying 
parcels  of  cash  and  stock  to  creditors, 


depending  on  their  seniority.  Since  the 
equity  technically  belongs  to  Campeau's 
U.  S.  holding  company,  a  swap  of  stock 
for  debt  would  end  Campeau's  control  of 
Federated  and  Allied.  Creditors  could 
then  sell  these  shares  in  a  reorganized 
Federated  Stores  Inc.  to  the  public. 

The  plan  has  Wall  Street  all  aquiver. 
"There's  a  lot  of  optimism  on  this  cred- 
it," says  Andrew  J.  Herenstein,  an  ana- 
lyst at  Delaware  Bay  Co.,  which  trades 
in  distressed  securities.  Certain  Federat- 
ed bonds  have  rebounded  from  under 
40$  on  the  dollar  to  60$  or  so. 

Improved  operations  are  fueling  the 
optimism  (table).  Since  the  start  of 
Questrom's  tenure  in  January,  1990,  17 
stores  have  been  shuttered  and  another 
is  set  to  close  soon.  Buying  has  been 


FEDERATED  AND  ALLIED: 
SHAPING  UP  IN  CHAPTER  1 1 


Pre-Chapter  1 1 

Fiscal  1990* 

Post-Chapter  1 1 

Fiscal  1992  (est.)* 

REVENUES 

$7.2  billion 

$7.3  billion 

CASH  Flow  " 

$469.0  million 

$608.0  million 

STORES 

261 

243 

EMPLOYEES 

lOO.OOOt 

88,900 

*  Fiscal  yeors  ending  in  January 
**  Earnings  before  interest,  taxes,  depreciation,  and 
amortization  t  Company  estimate 

DATA:  COMPANY  REPORTS 


centralized,  while  inventories  have  bee 
slashed  by  as  much  as  $300  million, 
the  1990  Christmas  quarter,  cash  flow  ; 
Federated  rose  from  6.67^  of  sales  th 
year  before  to  11.47<.  At  Allied,  cas 
flow  widened  from  5.47  of  sales  to  8.99 
HEFTY  TAX  LIEN.  There  are  still  obst; 
cles.  The  Internal  Revenue  Service  ha 
put  in  a  claim  for  $710  million  on  taxes 
says  are  owed  on  the  sales  of  some  Fee 
erated  divisions.  Lawyers  are  workin 
on  a  solution,  but  the  restructuring  ma 
also  trigger  other  tax  liabilities. 

Then  there's  Citibank,  which  lent  Fee 
erated  and  Allied  more  than  $1.5  billior 
Todd  Slotkin,  a  senior  managing  directo 
at  Citibank,  wants  Questrom  to  rais- 
more  cash  by  shrinking  the  retail  hold 
ings — which  Federated  and  Allied  man 
agers  have  been  reluctant  to  do.  "W- 
can't  conceive  of  a  plan  without  somi 
sale  of  operating  subsidiaries  or  specifi( 
assets,"  he  says.  Not  all  creditors,  espe 
cially  Federated  bondholders,  agree. 

Yet,  Slotkin  thinks  that  other  creditor 
might  contest  a  debt-for-equity  swaj 
and  challenge  the  exclusivity  Federatec 
and  Allied  now  enjoy  in  filing  a  plan 
That  could  seriously  delay  things.  Quest 
rom  has  made  a  good  start,  but  selling 
the  reorganization  plan  still  calls  for  a 
master  merchant's  skills. 

By  Laura  Zinn  in  New  York 
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As  eveiy  teacher  and  parent  inevitably  discovers, ' 
there  is  a  curious  truth  to  curiosity:  It  often  defies  their  best 
efforts  to  inspire  it. 

Yet,  many  of  these  same  teachers  and  parents  can 

tell  of  magic  moments 
when,  exposed  to 
new  facts  or  fresh 
experiences,  young 
minds  awaken. 

Aroused,  they 
become  eager  to  laiow 
all  we  can  teach. 

That's  why  since 
1976,  we've  fiinded 
and  provided  free-loan  educational  films  to  schools,  to 
encourage  learning  And  to  show  where  learning  can  lead. 

Already  rnillions  of  students  have  seen  'American 
Enterprise,"  an  exciting  profile  of  U.S.  economic  history;  "The 
Search  for  Solutions"  on  science  and  problem  solving;  and 
"The  Challenge  of  the  Unknown,"  covering  mathematics,  all 
in  an  entertaining  and  involving  way 

We  don't  have  all  the  answers  for  stimulating  the 
curiosity  of  every  young  person  who  sees  these  films. 
But  we  hope  to  provide  the  new  fact  or  fresh  experience 
that  might  serve  as  the  first  step. 

PHILLIPS  PETROLEUM  COMPANY® 


To  obtain  these  films  for  your  local  school,  write  to  Educational  Films,  Phillips  Petroleun\  Company,  16C-4PB,  Bartlesville,  OK  74004. 
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^burEmerakllsleSeat. 

No  blarney.  You  can  reserve  an  isle  seat  on  Delta  to  Dublin  or 
Shannon  any  day  of  the  week.  To  32  international  diestinations  on  three. 
co|itinepts,  no  airlinevgoes  farther  to  make  you  fe^^ 
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jr-leaf  clover  to  make  your  trip 
lean  Express  Card.  Because  wherever 
can  Express  will  take  care  of  you. 


Home  Without  It.^ 


VIEW  FROM  THE  HARD  ROCK:  IT'S  THRIVING,  UNLIKE  SOME  OTHER  SKYDOME  VENTURES 


TAKE  ME  OUT 
TO  THE  CLEANERS 


The  SkyDome  is  packed  with  Toronto  fans,  so  why  is  it  losing  money? 


Ei 


ver  since  the  Toronto  Blue  Jays 
moved  into  the  futuristic  SkyDome 
in  June,  1989,  they've  been  the  hot- 
test ticket  in  baseball.  Last  year,  they 
sold  out  an  incredible  67  of  81  home 
games  on  the  way  to  drawing  almost  3.9 
million  fans,  smashing  the  Major  League 
Baseball  attendance  record  (8.6  million, 
1982  Los  Angeles  Dodgers,  for  you  stats 
freaks).  This  year,  the  Jays  sold  out 
their  opening-day  game  against  Boston, 
and  they're  aiming  to  draw  4  million  by 
October,  close  to  a  season  sellout  for  the 
51,000-seat  stadium.  That's  not  even 
counting  the  All-Star  Game  on  July  9. 

Couple  those  numbers  with  strong 
turnouts  for  attractions  ranging  from 
the  Moscow  Circus  and  the  Rolling 
Stones  to  the  Toronto  Argonauts  (page 
60),  and  you'd  think  the  biggest  problem 
for  the  managers  of  North  America's 
premier  stadium  woukl  lie  counting  all 
the  dough. 

Yet  less  than  two  years  after  opening, 
the  SkyDome  has  become  a  study  in  how 
high-profile  projects  can  become  an  im- 
mense financial  drain — and  how  taxpay- 
ers can  get  stuck  with  most  of  the  tab. 
Even  though  the  SkyDome  met  its  reve- 
nue goal  of  $39  million  last  year,  it  still 
lost  $18  million.  This  year's  losses  should 
be  at  least  as  high.  SkyDome  Chief  Ex- 
ecutive Richard  A.  Peddle  sees  no  v.  ;iy 
to  earn  enough  to  stop  the  hemorrlv  'ro, 


"even  if  I  had  this  place  booked  every 
day  of  the  year." 

What  happened?  The  SkyDome  was 
supposed  to  be  a  model  of  enlightened 
cooperation.  Starting  in  1985,  Ontario 
Province  enlisted  Toronto's  business 
elite  to  help  build  a  new  park  for  the 
Jays,  who  were  playing  in  tatty  old  Ex- 
hibition Stadium.  The  partnership 
planned  to  spend  $202  million  to  build 
the  world's  first  full-size  stadium  with  a 
working  retractable  roof.  The  city  and 
the  province  each  kicked  in  $26  million, 
and  eyeing  a  rosy  debt  projection  of  only 
$22  million,  the  province  agreed  to  guar- 
antee all  borrowings.  Thirty  private  cor- 
porations each  put  up  $4.3  million.  They 
included  Olympia  &  York,  brewer  John 
Labatt,  Canadian  Imperial  Bank  of  Com- 
merce, Ford  of  Canada,  and  Imperial  Oil. 
"We  have  25%  of  the  Canadian  GS?  rep- 
resented here,"  says  Peddle. 

But  then  the  partners  began  approv- 
ing addition  after  expensive  addition:  A 


They  got  caught  up  in  the 
glitter  and  excitement  and  lost 
sight  of  what  this  thing  would 
look  like  as  a  business' 


(H 


i) 


$90  million  luxury  hotel,  a  state-of-t 
art  health  club,  and  attractions  such  a 
Hard  Rock  Cafe.  After  a  strike  and  d 
overruns,  the  final  bill  hit  $496  millio 

Some  extras  were  costly  mistak 
The  Hard  Rock  is  thriving,  but  the  ho 
and  health  club  are  losing  money.  Wo 
of  all,  because  the  partners  failed  to  fi 
new  financing  for  the  extra  costs,  t 
SkyDome  is  now  $288  million  in  de 
Interest  costs  are  creating  those  ann 
losses  while  adding  to  the  debt,  wh 
could  reach  $475  million  in  five  years 
nothing  is  done.  "They  got  caught  up 
the  glitter  and  excitement  and  lost  sig 
of  what  this  thing  would  look  like  as 
business,"  says  Tony  Tavares,  CEO 
SMG,  which  manages  such  major  sta- 
ums  as  the  Louisiana  Superdome. 
NO  LEVERAGE.  New  Premier  Bob  R; 
whose  predecessor  cut  the  stadium 
nance  deal,  is  furious — and  desperal  '  ^ 
Ontario  is  mired  in  recession,  whi' 
helped  push  last  year's  provincial  defi( 
to  $2.6  billion.  That's  certain  to  go  hig 
er  this  year.  "We  are  very  unhappy  th 
this  deal  was  consummated  [in  a  w; 
that  left  taxpayers]  with  the  entire  ob 
gation,"  says  Ontario  Treasurer  Floj 
Laughren. 

Rae,  the  first  socialist  premier  in  Olffi 
tario  history,  would  like  the  private  se 
tor  to  assume  the  debt  in  return  for  fi; 
ownership  of  the  SkyDome,  now  51 
controlled  by  the  province.  But 
doesn't  have  much  leverage  over  the  pi 
vate  partners  that  had  a  hand  in  makin 
those  costly  decisions.  And  it  doesn 
help  that  Rae  bashed  business  throug 
out  his  campaign.  "We're  not  in  the  ma 
ket  for  any  increased  equity  in  the  Sk]  ^ 
Dome,"  says  Kenneth  Harrigan,  CEO  c 
Ford  Motor  Co.  of  Canada  Ltd. 

A  committee  appointed  by  Rae  an 
headed  by  Bob  White,  president  of  th 
Canadian  auto  workers  union,  is  lookin 
for  an  out.  One  proposal:  slash  the  Sk]  *' 
Dome's  $9  million  annual  tax  bill.  Bi; 
Laughren  dislikes  that  idea.  In  the  enc  ^' 
officials  are  likely  to  trade  an  equit 
stake  or  other  financial  incentives  fo 
corporate  cash.  But  anyone  who  think 
that  taxpayers  won't  be  stuck  with  mud 
of  the  debt  "is  living  in  a  dream  world 
concedes  White. 

If  the  province  succeeds  in  privatizing 
at  least  some  of  the  SkyDome  debt,  th 
stadium  should  have  a  solid  future.  Be 
cause  the  SkyDome  last  year  made  al 
most  $25  million  before  interest  and  ta? 
charges,  it  should  be  profitable  if  th( 
debt  falls  below  $100  million.  Still,  th( 
SkyDome  should  serve  as  a  warning  tc 
other  cities  about  the  dangers  of  getting 
carried  away  with  showcase  projects.  Ir 
the  end,  someone  has  to  pay  the  bill,  anc 
it's  usually  the  taxpayers. 

By  William  C.  Si/monds  in  Toronto 
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ITIGATIONSI 


'GH-TECH  PIE 
THE  SKY? 


js  of  wireless-cable-license 
licants  may  have  been  duped 


llosia  L.  Amick  recalls  the  fast-talk- 
I  ing  salesman  on  the  phone  telling 
I  her  that  for  a  mere  $5,000  she 
:1  enter  a  government  lottery  and 
a  "wireless-cable"  television  license 
;h  millions.  "I  felt  like  it  was  weight- 
leavily  in  my  favor,"  says  the  sales- 
lan  from  Winston-Salem,  N.  C.  So 
put  down  $30,000  to  get  six  licenses, 
ut  the  feds  think  Amick  may  have 
ght  the  high-tech  equivalent  of 
mpland.  On  Apr.   1,  the  Federal 
ie  Commission  sued  the  company 
contacted  her,  Applied  Telemedia 
;ineering  &  Management  Inc.  of 
th  Miami,  Fla.,  charging  it  with  de- 
rive marketing.  Other  alleged  wire- 
-cable  "license  mills"  are  under  FTC 
;stigation.  Government  officials  be- 
e  the  operations  are  wildly  inflating 
h  the  chances  of  winning  a  wireless- 


cable  license  and  its  value. 
They  want  to  shut  down  the 
operations  and  get  investors 
refunds.  The  j)robe  "is  very 
extensive,"  says  F-TC  lawyer 
Stephen  Gurwitz. 
WOES.  Robert  L.  Schmidt, 
president  of  the  Wireless  Ca- 
ble Assn.,  estimates  that  the 
mills  last  year  raked  in  about 
$15  million  in  fees  for  filing 
$155  applications  and  engi- 
neering studies.  It's  easy  to 
see  the  allure  to  investors. 
Wireless  cable,  which  sends 
TV  signals  via  microwave  in 
65  cities  to  homes  with  spe- 
cial antennas,  was  launched 
in  1983  to  give  regular  cable 
TV  some  competition.  Setting 
up  a  system  costs  $100,000  or 
so,  and  the  cost  of  hooking 
up  a  new  subscriber  in  an  ur- 
ban area  runs  about  $400  vs. 
$2,000  or  more  for  regular  cable. 

But  the  Federal  Communications  Com- 
mission's way  of  awarding  licenses  is 
hardly  weighted  in  investors'  favor.  The 
FCC  uses  a  loitery  to  dole  out  licenses 
when  there's  more  than  one  applicant, 
and  it  so  far  has  received  about  30,000 
applications  for  about  500  markets. 


What's  more,  a  winning  in- 
vestor isn't  sure  to  profit,  as 
many  of  the  best  markets  al- 
ready have  been  scooped  up. 
Even  established  wireless 
companies  have  had  their 
share  of  woes.  Microband  Co. 
of  Fairfield,  N.  J.,  which  op- 
crates  in  New  York  City,  De- 
troit, and  Washington,  is  in 
I'hapter  11.  And  ACS  Enter- 
prises Inc.,  which  runs  sys- 
tems near  Philadelphia,  last 
year  lost  $1.8  million.  The 
probe  "tarnishes  the  whole 
industry,"  says  .ACS  Chair- 
man Alan  Sonnenberg. 

The  FTC  suit  against  Ap- 
plied Telemedia  claims  the 
company  took  in  more  than 
$2  million  from  200  clients  in 
the  second  half  of  1990  by 
boasting  that  the  wireless 
business  was  a  low-risk, 
high-return  investment.  Anthony  Liggio, 
a  company  founder,  calls  the  FTC 
charges  "totally  unfounded."  And  Elosia 
Amick?  Six  months  after  investing,  she 
still  is  holding  out  hope  her  gamble  will 
pay  off:  "I  really  need  some  extra  cash," 
she  says.  But  the  odds  are  against  her. 

By  Mark  Lewijn  in  Wcn^lungfon 


tKETINGI 


RAWLING 
T  THE  PUMPS 


le  oil  companies  bet  they  know 
w  to  banish  the  recession  blues 


J rooks  Smith  thought  he  had  hit 
bottom  last  August.  As  president 
of  Bay  Oil  Co.,  a  Dickinson  (Tex.) 
soline  distributor  that  supplies  50  fill- 
5  stations,  he  gasped  when  President 
ish  urged  oil  companies  to  freeze 
mp  prices  after  Iraq  invaded  Ku- 
lit.  But  wholesale  costs  kept 
ing.  And  unlike  the  majors,  he 
In't  have  refining  or  crude  pro- 
ction  operations  to  make  up  for 
e  squeeze  at  the  pumps. 
Eventually,  fuel  prices  fell  to 
rth.  But  now,  Chevron  Corp.  has 
t  its  credit-card  surcharge  and 
iked  a  fight  with  Exxon  Corp.  His 
irgins  pinched  anew,  Smith  won- 
rs  when  normalcy  will  return, 
'he  majors  are  at  war,"  he  says. 
To  one  knows  when  it'll  end." 
It's  a  newfangled  version  of  a 
lod  oV  gas  war.  Posted  prices  in  most 
aces  aren't  low:  The  average  self-serve 
b  for  unleaded  regular  is  up 
ice  early  March,  to  $1.12  a  gal 


Ion,  reports  St.  Paul-based  Computer  Pe- 
troleum Corp.  But  wholesale  costs  have 
jumped  9$  a  gallon.  And  in  such  big 
cities  as  Houston  and  Los  Angeles,  some 
companies  are  playing  hardball  with 
pump  prices  below  $1  a  gallon — and  a 
slew  of  come-ons  for  customers  (table). 

With  the  recession,  gas  demand  fell 
2%  in  1990— the  first  drop  since  1984— 
and  another  2.17'  in  the  first  quarter.  So 
Big  Oil  is  reacting.  After  losing  market 
share  to  Atlantic  Richfield  Co.,  which  in 
1982  cut  prices  by  eliminating  credit-card 
sales,  Chevron  last  year  dropped  its  S7' 
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fee  to  process  card  sales  in  California. 
With  the  resulting  lower  prices,  it  claims 
to  have  enlisted  196,000  new  card  cus- 
tomers. In  March,  Chevron  took  the  idea 
to  Houston,  Atlanta,  and  other  cities, 
where  it  has  aimed  ads  at  such  rivals  as 
Exxon,  which  charges  credit-card  cus- 
tomers more. 

Exxon  is  returning  fire,  slashing 
prices  and  giving  $1  off  for  pumping 
eight  gallons  or  more.  "Exxon's  deter- 
mined to  be  2$  cheaper  than  Chevron," 
says  E.  W.  Wehman  Jr.,  president  of  the 
Texas  Oil  Marketers  Assn.  That  has  set 
others  on  edge.  BP  America  cut  its  card 
fee  on  the  West  Coast;  Texaco  and 
Amoco  won't  say,  but  some  people  in  the 
business  expect  them  to  join  in. 
SPECIAL  DEALS.  While  price  wars  eat 
profits,  majors  get  help  from  oil  produc- 
tion and  refining.  Pure  retailers  aren't 
so  lucky.  They  claim  majors  are  giving 
their  own  stations  special  deals.  Smith 
says  Texaco  Inc.  and  Chevron  charge 
him  67$  a  gallon  wholesale.  Add  29$  in 
taxes,  and  he's  at  96$ — before  overhead. 
Yet  he  has  seen  company  stations  post 
94$.  "My  customers  are  all  asking  me  if 
I'm  gouging  them,"  he  says. 

Don't  look  for  the  majors  to  back  off 
just  yet.  But,  says  Gordon  H.  Thomson, 
vice-president  of  marketing  at  Exxon 
USA,  the  rein  on  prices  should  soon  coax 
drivers  back  to  their  cars.  And  higher 
demand  could  halt  the  gas  war  faster 
than  you  can  say  Norman  Schwarzkopf. 

By  Mark  Icey  in  Houston 
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THIS  TIME,  IBM  IS 
AHEAD  OF  THE  PACK 


►  IBM  Chainiuin  John  Akers 
told  a  }i:roup  of  b\g  customers 
in  mid-April  that  his  company 
sees  the  desktop  computer 
business  as  its  most  impor- 
tant one — and  that  it's  deter- 
mined to  stay  on  top.  He 
showed  what  he  meant  on 
Apr.  23,  when  IBM  became  the 
first  company  to  introduce 
personal  computers  based  on 
Intel's  486SX  chip.  In  the 
past,  IBM  has  usually  intro- 
duced machines  using  new 
technology  several  months  af- 
ter the  competition.  Most  of 
the  new  IBM  PCs,  which  start 
at  $8,345,  are  available  now. 

But  in  some  respects,  IBM  is 
still  following  others.  It 
slashed  PC  prices  on  Apr.  23 — 
some  by  as  much  as  38'/'  .  The 
cuts  came  one  week  after 
Compaq  Computer  announced 
its  own  sweeping  reductions. 
Other  PC  makers  are  also  cut- 
ting prices. 


USG  MAY  HAVE 
SHORED  ITSELF  UP 


►  USG  seems  to  be  edging 
away  from  the  financial  preci- 
pice. On  Apr.  24,  the  building- 
products  company  offered 
bondholders  a  package  of 
cash,  bonds,  and  stock  war- 
rants that  would  reduce  the 
company's  debt  to  $1.65  bil- 
lion from  $2.6  billion.  The  of- 
fer would  slash  I  SO's  debt- 
service  costs  by  nearly  50'' 
and  free  up  cash  to  pay  off 
$85  million  in  bank  loans. 
Now,  all  rsc  C'hairman  Eu- 
gene Connolly  Jr.  has  to  do  is 
persuade  95''  oi  the  bond- 
holders to  accept  the  deal. 
Then,  he  has  to  renegotiate 
bank  financing  and  find  a 
buyer  for  lis(;'s  dap  repair- 
products  unit. 


A  FRUIT  OF  THE  LOOM 
STOCK  HARVESTIHG 


►  Dealmaker  Bill  Farley  hates 
giving  up  voting  control  of 
any  of  his  companies,  but  he'll 


do  it  this  once.  The  stock  of 
Fruit  of  the  Loom  is  trading 
around  14,  near  its  recent 
high,  and  Farley  has  a  chance 
to  pay  off  investment  banker 
Leon  Black.  So  14  million 
Fruit  shares  owned  by  Farley, 
his  companies,  and  some  of 
his  associates  will  soon  come 
to  market. 

As  part  of  the  sale,  Farley 
will  buy  back  and  then  resell 
3.75  million  shares  sold  to 
Black's  Land  Free  Invest- 
ments in  a  complicated  trans- 
action that  amounted  to  a 
pricey  loan.  Sources  close  to 
the  company  say  Farley  will 
be  relieved  to  prise  the  shares 
away  from  his  mercurial 
friend.  The  sale,  which  would 
fetch  around  $200  million  at 
recent  prices,  also  will  enable 
Farley  to  pay  down  some  $100 
million  of  bank  debt.  Farley 
could  sell  up  to  550,000  shares 
of  his  personal  holdings,  but 
watch  for  him  to  hang  on  to 
his  private  cache  if  Fruit's 
price  climbs  before  the  shares 
are  sold. 


LABORWIHSA 
BIG  OHE  IN  COURT 


►  The  Supreme  Court  has 
cleared  the  way  for  a  drive  to 
unionize  health  care  workers. 
On  Apr.  23,  the  court  decided 
9-0  that  the  National  Labor 
Relations  Board  had  the  au- 
thority to  set  a  rule  estiib- 
lishing  eight  distinct  bargain- 
ing units  for  the  hospital 
industry,  such  as  one  for 


THE  NEW  HONG  KOHG  FLU:  TWIN  PEAKS  FEVE 


Some  global  village.  All  of  Hong 
Kong  may  have  watched  the  Per- 
sian Gulf  War  unfold  live  on  CNN, 
and  its  arbitrageurs  can  execute 
a  trans-Pacific  foreign-exchange 
swap  in  a  nanosecond.  Yet  hardly 
a  soul  knows  who  killed  Laura 
Palmer.  Thanks  to  Asia  Broad- 
casting Ltd.,  which  began  airing 
Twin  Peaks  on  Apr.  4,  the  Orient 
will  find  out  soon. 

Director  David  Lynch's  quirky 
soap  opera  has  transfixed  Hong  Kong.  Both  the  Chinese 
English-language  press  are  given  to  endless  speculation  c 
the  murderous  culprit.  And  since  one  of  the  show's  runr 
gags  concerns  Special  FBI  Agent  Dale  Cooper's  fondness 
home-baked  goods,  one  Hong  Kong  paper  has  thoughtf 
provided  recipes  for  cherry  pie  and  jelly  doughnuts. 

Asia  Broadcasting  is  hyi^ing  the  show  with  mobile  billboa 
On  one  side  is  Peaks  star  Joan  Chen.  On  the  other  is  I 
Simpson.  Yup,  he's  in  town,  too.  Tune  in  Friday  nights,  d 


nurses  or  one  for  technicians. 

Labor  supports  the  NLRB 
rule  because  it's  easier  to  or- 
ganize employees  with  com- 
mon goals  and  work  issues. 
The  American  Hospital  Assn., 
which  sued  the  NLRB  after  it 
issued  its  rule  in  1989,  and 
other  hospital  groups  argue 
that  the  rule  would  foment  la- 
bor strife  and  increase  costs. 


POLARIS  HAS  A  NEW 
MAN  AT  THE  STICK... 


►  Battered  by  a  drop  in  air- 
plane values  and  struggling 
to  maintain  payments  to  in- 
vestors who  poured  $1.1  bil- 
lion  into   its   public  limited 


HAve  A  FEW  LjuejjTioWi,  MR  Jj-Ne5.,  0UT  C^poRc  I 
5TART  A1AY  I  SAY  yovyB  MY  DAY  ?  " 


partnerships,  Polaris  Aire 
Leasing  switched  pilots 
Apr.  23.  Veteran  Marc  De; 
tels  abruptly  resigned  as  p 
ident  and  was  replaced 
Herbert  Depp,  formerly  e 
utive  vice-president. 

Desautels,  who  joined 
laris  in  1978,  helped  make 
GE  Capital  unit  one  of 
world's  largest  aircraft  le 
ing  firms.  But  bankruptcy 
ings  by  Continental  and 
Am  have  cut  lease  paymei 
And   many   of  Polaris' 
planes  are  plummeting  in 
ue  as  a  flood  of  old  jets 
the  market. 


...AND  PRU  SECURIT 
HAS  A  NEW  HONCHO 


►  Prudential  Insurance  is 
stalling  a  fresh  face  to 
neer  a  turnaround  of  its 
kerage  unit.  On  May  1,  Ha 
wick  Simmons  will  becoi 
CEO  of  Prudential  Securitii 
formerly  Prudential-Bacl 
Simmons,  50,  formerly  head 
Shearson  Lehman  Brothe 
retail  network  of  10,500  bi 
kers  and  is  well  respected 
the  industry.  Pru  Securiti 
made  money  in  the  first  quj 
ter  but  faces  investor  la 
suits  brought  to  recoup  loss 
from  limited  partnership  uni 
sold  by  Pru-Bache  brokers 
the  1980s. 


42  BUSINESS  WEEK/MAY  6,  1991 


I 


You  have  an  assignment. 

Put  together  a 
weekly  sales  report  on 
everything  fixm  povv^r  \ 
mowers  to  miter  boxes. 
Cover  current  quotas 
vs.  planned  goals. 

Then  list  all  POS  data 
fiDm  retailers  in  North  & 
Southeastern  r^ons. 

And  by  the  way  it  has  to 
be  done  by  nooa 


Things  To  Do 

Get  coffee  and  think  this  over. 

Collect  the  information  from 
everyone. 

Make  this  report  look  terrific. 

Microsoft  Excel 

Consolidate  regional  worksheets. 

lotal  the  sales  report  and  then 
highlight  regional  sales. 

Summarize  results  to  produce  a 
topline  report. 

Create  my  graphs  and  tables. 
Microsoft  Word  for  Windows 

Get  POS  reports  from  Debbie. 

Open  up  weekly  sales  report  tem- 
plate and  start  writing. 

Use  the  outlining  feature  to  move 
forecasts  to  end  of  report. 

Get  table  from  Microsoft  Excel. 

Ask  Bob  to  copy  and  distribute. 

Meet  Donna  for  racqiietball. 


Filr     'Iptions     Winduw  Hrlp 
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File  Manager 


Ccntroi  Panel 


Prfni:  M 


Windows  Applications 


m 

MrciosoR  Word 


PowerPomli 


Microsoft  Excel  3.0 


MicfosoJi  Project  1  0 


The  Windows  environmeyii  and  Microsoff 
Windows  applications  are  great  liberators. 
They  let  you  do  your  everyday  work  faster  and 
more  easily. 

The  Windows  environment  lets  you  work 
with  several  different  applications  at  one  time. 
So  you  don't  have  the  tedious  task  ofsivitching 
applications  when  you  change  gears. 


The  Windows  environment  and  Microsoft 
Windows  applications  are  easy  to  learn  and 
use.  That  means  you  can  get  up  to  speed  and 
be  more  productive  quickly. 


First  of  all,  how  you  finish  d 


3 


The  menu  bar  makes  commands  easy  to 
find.  And  they're  in  a  logical  order.  This  same 
kind  of  structure  is  common  to  all  our  Windows 
applications,  so  when  you've  learned  one,  you're 
well  on  the  way  to  learning  the  rest. 
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Our  Windows  applications  make  it  very 
easy  to  combine  information  from  different 
applications. 


The  Windows  environment  is  just  the  first 
step.  Now  take  advantage  of  our  Windows  ap- 
plications and  experience  a  new  way  of  work- 
ing with  your  PC. 


9:00 


nds  on  how  you  start 


Things  To  Do 
Microsoft  Excel 

Consolidate  regional  worksheets. 

Total  the  sales  report  and  then 
highlight  regional  sales. 

Summarize  results  to  produce  a 
topline  report. 

Create  my  graphs  and  tables. 
Microsoft  Word  for  Windows 

Get  POS  reports  from  Debbie. 

Open  up  weekly  sales  report  tem- 
plate and  start  writing. 

Use  the  outlining  feature  to  move 
forecasts  to  end  of  report. 

Get  table  from  Microsoft  Excel. 

Ask  Bob  to  copy  and  distribute. 

Meet  Donna  for  racquetball. 


 Microsoft 

File     Edit    Formula     Format  Dat< 


Noimal 


Our  newest  version  of  Microsoft 
Excel  for  Windows  has  its  own  unique 
brand  of  power  and  ease  of  use. 

A  good  example  of  this  is  our  ne^^f^ 
Toolbar."  It  allows  you  to  do  things 
like  add  a  row  or  column  of  numbers 
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1.  Om  step  formulas  let  you  quickly  addarmige 
of  cells  with  just  a  simple  double  click.  We  call 
this  Autoswn.  Then  highlight  the  results  by 
making  them  bold  with  one  step  formatting. 
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3.  Select  a  range  of  cells  ajtd  instantly  trans- 
form them  into  a  graph  right  on  your  work- 
sheet In  just  one  step. 


Accordii  g  to  our  calculatioi 
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)y  simply  clicking  on  a  button.  We 
:all  this  one  step  computing.  As  in 
)ne  step  formulas,  charting,  macros, 
ormatting,  even  one  step  outlining. 
And  the  menu  bar  is  like  the  one 
m  use  in  the  Windows  environment. 


2.  Our  exclusive  outlining  feature  lets  you  collapse 
and  expand  your  worksheet  Display  and  print 
only  the  data  you  need  to  view  or  share.  And 
it  can  automatically  build  an  outline  for  you. 


Microsoft.Excel  for  Windows. 


4.  It's  easier  to  more  lu  Microsoft  Excel  than 
you  may  think.  Lotus"  1-2-3" online  help  makes 
the  transition  easy. 
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ou'll  be  finished  in  no  time. 


Things  To  Do 
Microsoft  Word  for  Windows 

Get  POS  reports  from  Debbie. 

Open  up  weekly  sales  report  tem- 
plate and  start  writing. 

Use  the  outlining  feature  to  move 
forecasts  to  end  of  report. 

Get  table  from  Microsoft  Excel. 

Ask  Bob  to  copy  and  distribute. 

Meet  Donna  for  racquetball. 
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Microsoft  Wo 
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Futura  Condensed 


With  Word  for  Windows,  what  you  sa 
is  what  you  get.  It's  easy  to  mix  word 
pictures  and  numbers.  And  you  cai 
see  what  you're  doing  right  on-screei 

The  ribbon  in  Word  for  Windows  ij 
like  the  Toolbar  in  Microsoft  Excel 


1.  Word  for  Windows  starts  working  even  be- 
fore you  do.  Document  Templates  automati- 
cally set  up  headings,  margins,  even  pull  an 
updated  chart  from  Microsoft  Excel  so  you 
can  focus  on  what  you're  writing. 
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3.  With  a  simple  copy  and  paste,  you  can  move 
Microsoft  Excel  graphs  and  tables  into  your 
Word  document. 
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visually  represents  commands  and, 
>  a  result,  reduces  everyday  format- 
Qg  to  just  one  step. 
And,  as  promised,  the  menu  bar  is 
milar  to  the  ones  in  the  Windows  en- 
ironment  and  Microsoft  Excel. 
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2.  Because  Word  for  Windows  is  graphical,  it's 
easy  to  reorganize  the  flow  of  your  documents. 
Just  use  the  outlining  feature.  Simply  collapse 
entire  sections  and  drag  them  where  you  want. 


Microsoft  Wbrd  for  Windows. 


4.  Word  for  Windotvs  reads  and  writes  files 
from  WordPerfect' and  other  popular  programs, 
so  not  a  word  is  wasted. 
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le,  it's  easier  done  than  said 


I  Doing  a  better  job  and  getting  it  done  faster 

is  the  reason  you  started  working  with  computers 
in  the  first  place. 

With  the  Microsoft  Windows  environ- 
ment and  our  Windows  appHcations,  the  whole 
process  is  simpler  and  more  straightforward. 
Now  that  you ve  seen  Microsoft  Excel  and 
Word  for  Windows  in  action,  there's  even  more  you  can  do. 
Microsoft  PowerPoint"  for  Windows  lets  you  create  impressive 
presentation  graphics  easily.  And  Microsoft  Project  for  Windows 
can  help  you  manage  your  project  plans,  big  or  small. 

Call  us  at  (800)  541-1261,  Department  Q04,  for  the  name 

of  your  nearest  dealer  Ask  for  a  tkMJu^wv\OJ\M 
demo.  Then  see  what  happens  when  awtK^i%fS€JvE 

you  put  Microsoft  to  work  for  you.  Making  it  all  make  sense 
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All  nghts  resen-cd  Mtcntsoft.  Ihe  Microsoft  logo  and  PowerPoint  are  registered  trademarks,  and  Making  it  all  make  sense.  Autosum,  Toolbar  and  Windows  are  trademarks  of  MierosofI  Corporation  Lotus  and  1-2-3 
are  registered  trademarks  of  Lotus  Development  Corporation.  WordPerfect  is  a  registered  trademark  of  WordPerfect  Corporation 
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HE  DEMOCRATIC  RIGHT  SHOWS 
r  KHOWS  HOW  TO  SQUABBLL  TOO 


lor  six  years,  the  Democratic  Leadership  Council  has  been 
the  bridesmaid  of  politics.  Born  after  Walter  F.  Mon- 
dale's  1984  Presidential  thrashing,  the  right-of-center  DLC 
s  attracted  hundreds  of  outspoken  politicians  eager  to  take 
i  party's  reins.  The  DLC,  declares  President  Alvin  From,  "is 
J  hottest  political  movement  in  the  country."  But  the  group 
having  a  hard  time  prying  mainstream  Democrats  away 
)m  their  tax-and-spend  ways.  And  the  DLC's  ultimate  goal  of 
tting  one  of  its  own  into  the  White  House  seems  as  far 
'ay  as  ever. 

The  group's  first  national  convention,  May  5-7  in  Cleveland, 
11  be  a  cotillion  for  Presidential  hope- 
Is.  Waltzing  down  the  runway  will  be 
9  only  declared  candidate,  former  Mas- 
chusetts  Senatoj'  Paul  E.  Tsongas;  one 
Tiost-declared,  Virginia  Governor  L. 
)uglas  Wilder;  and  a  flock  of  unde- 
ireds,  including  Senator  Albert  Gore  Jr. 
enn.),  Representative  Richard  A.  Gep- 
.rdt  (Mo.),  and  Arkansas  Governor  Bill 
inton.  But  the  weakness  of  this  field 
ghlights  the  DLC's  problem.  Says  the 
X's  vice-chairman,  Representative 
ave  McCurdy  (D-Okla.):  "I  am  not 
Democrats  are  any  closer  to 


ire  we  Democrats  are 
ecting  a  President  in  1992 — or  '96  for 
at  matter." 

ITER  SPLIT.  The  high  point  of  the  organization's  brief  history 
,me  in  1986,  when  seven  DLC  members  were  among  the  11 
emocrats  whose  victories  allowed  their  party  to  recapture 
le  Senate.  Two  years  later,  DLC  leaders  seemed  well  posi- 
3ned  to  shape  the  choice  of  a  Presidential  nominee.  But  their 
'fort  in  organizing  simultaneous  Super  Tuesday  primaries  in 
)  Southern  states  boosted  liberal  candidates. 
Things  haven't  gotten  much  better.  Earlier  this  year,  the 
ersian  Gulf  war  bitterly  divided  the  DLC.  Senate  Armed  Ser- 
ces  Committee  Chairman  Sam  Nunn  (D-Ga.),  a  founding 
lember,  shocked  fellow  DLC-ers  by  opposing  the  use  of  force 


GORE:  UNDECLARED,  BUT  INTERESTED 


in  Kuwait.  In  an  attempt  to  paper  over  the  split,  Nunn  will 
offer  a  resolution  in  Cleveland  declaring  that  Democrats  are 
willing  to  use  force  overseas. 

The  DLC  also  is  having  a  bit  of  trouble  with  its  attack  on 
the  Democratic  Establishrnent  for  being  too  beholden  to  inter- 
est groups.  Most  of  the  organization's  $2.5  million  annual 
budget  comes  from  Big  Business,  including  defense,  insur- 
ance, energy,  and  tobacco  companies — and  even  the  National 
Rifle  Assn.  The  DLC's  business  connection  "is  embarrassing 
for  me  as  a  Democrat,"  says  Senator  Howard  M.  Metzenbaum 
(D-Ohio),  a  DLC  foe.  Replies  From:  "When  people  give  us 
money,  they're  not  buying  anything. 
There's  no  quid  pro  quo." 

The  DLC  has  always  claimed  that  it  was 
designed  to  deliver  ideas,  not  win  elec- 
tions. But  the  group  is  having  trouble 
selling  its  concepts  to  Congress.  Nunn, 
for  example,  wants  to  create  a  voluntary 
national  service  program  for  young  peo- 
ple. Last  year,  however,  powerful  Demo- 
cratic committee  chairmen  reduced  the 
idea  to  a  study  commission.  "Change 
isn't  easy,"  concedes  From. 

Nor  is  the  DLC's  Cleveland  platform 
likely  to  endear  it  to  party  liberals.  Mem- 
bers will  be  asked  to  vote  on  resolutions 
that  would  cap  federal  spending,  oppose 


hiring  quotas,  and  allow  parents  to  choose  schools.  Peter  L. 
Harris  of  Doak  &  Shrum,  a  Democratic  consulting  firm,  says 
these  planks  "show  that  some  Democrats  believe  the  propa- 
ganda of  the  Republican  Party." 

DLC  stalwarts  won't  let  Democratic  orthodoxy  stand  in  the 
way  of  what  they  think  are  good  ideas.  What  began  as  a  rump 
group,  says  Nunn,  has  become  the  brains  of  the  party:  "We've 
traveled  from  one  end  of  the  donkey  to  the  other."  No  one 
questions  the  DLC's  braininess,  but  many  wonder  just  when  its 
ideas  will  be  translated  into  action. 

By  Paula  Dwyer 


lAPITAL  WRAPUPI 


CIVIL  RIGHTS 


ouse  Speaker  Thomas  S.  Foley  (D- 
Wash.)  is  doing  what  he  can  to 
keep  flickering  hopes  of  a  civil  rights 
compromise  alive.  Chances  are  good 
that  the  Speaker  will  soon  meet  with 
AT&T  Chairman  Robert  E.  Allen  to  dis- 
cuss resuming  talks  between  business 
and  civil  rights  leaders.  Allen  heads  the 
human  resources  task  force  of  the 
Business  Roundtable,  which  had  been 
trying  to  cut  a  deal  with  the  Leader- 
ship Conference  on  Civil  Rights.  But 
the  talks  blew  up  when  White  House 
Chief  of  Staff  John  H.  Sununu  pres- 
sured Big  Business  to  back  off. 
House  liberals  want  to  push  ahead 


with  a  strong  civil  rights  measure  that 
has  already  cleared  committee.  The  bill 
has  the  votes  to  clear  the  House 
but  faces  a  certain  veto.  Foley  is 
stalling  floor  action  on  the  legislation 
to  give  compromise  talks  a  chance  to 
resume. 

In  the  Senate,  Labor  &  Human  Re- 
sources Committee  Chairman  Edward 
M.  Kennedy  (D-Mass.)  shows  no  sign 
of  delivering  his  promised  version  of 
the  civil  rights  legislation.  Last  year, 
Kennedy  won  bipartisan  support  for  a 
bill  that  was  ultimately  vetoed.  But 
now,  Southern  Democrats  and  moder- 
ate Republicans  are  keeping  their  dis- 
tance from  Kennedy,  who  seems  pre- 
pared to  wait  for  the  House  to  act. 


THE  WHITE  HOUSE 


Sununu  is  likely  to  survive  the  flap 
over  his  use  of  government  air- 
planes for  personal  travel.  But  the  em- 
battled White  House  Chief  of  Staff  has 
used  up  his  margin  of  error.  President 
Bush,  who  takes  pride  in  the  lack  of 
scandal  in  his  Administration,  defends 
Sununu  but  is  privately  unhappy  with 
the  episode.  And  Washington  pundits 
are  already  comparing  the  former  New 
Hampshire  governor  to  another  power- 
ful but  arrogant  Granite  Stater,  Sher- 
man Adams,  who  was  forced  to  quit  as 
President  Eisenhower's  staff  chief  af- 
ter it  was  revealed  that  he  had  accept- 
ed a  vicuna  coat  as  a  gift. 
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nternational  Business 


EUROPE  I 


IBM  EUROPE  STARTS 
SWINGING  BACK 


Big  Blue  is  locked  in  a  winner-take-all  fight  against  the  Japanese 


F 


lor  powerful  IBM,  it's  au  revoir  to 
I  the  Kood  times  in  Europe.  From 
Stockholm  to  Rome,  Big  Blue  is  un- 
der assault.  Fat  IBM  Europe  margins 
that  once  pumped  up  the  parent  compa- 
ny's returns  are  ebbing  fast,  while  U.  S. 
and  Japanese  rivals  are  eating  away  at 
its  market  share. 

Stung  by  its  slide,  IBM  is  launching  an 
all-out  counterattack  to  hold  its  ground 
in  the  Old  World.  The  stakes  are  enor- 
mous. Europe  generates  half  of  IBM's 
total  profits.  To  preserve  that  trove,  IBM 
Europe  Chairman  David  E.  McKinney  is 
conducting  a  sweeping  reorganization  of 
IB.M  business  practices  on  the  Continent 
and  building  alliances  with  the  Europe- 
ans to  fend  off  the  Japanese.  IBM  is 
still  the  dominant  player  in  Europe,  but 
victory  for  McKinney  is  by  no  means 
assured. 

TIPPING  THE  SCALES.  To  stay  on  top,  the 
$28  billion  European  giant  must  slash 
costs  while  learning  to  snap  to  attention 
at  customers'  demand.  Competition 
getting  fiercer.  Analysts  say  Compaq, 
Hewlett-Packard,  and  Toshiba  personal 
computers  have  all  made  inroads  recent- 
ly into  IBM's  big  mainstay  corporate  ac- 
counts. With  most  of  Europe's  key  tech- 
nology champions  ailing,  IBM's  battle  for 
Europe  looms  increasingly  as  a  winner 
take-all  contest  against  the  Japanese, 
"Whoever  wins  in  Europe  will  tip  the 
worldwide  scales,"  says  James  Bever- 
idge,  a  senior  analyst  at  International 
Data  Corp.  in  London. 

Although  iB,\l  Euro]ie's  profits  were 
up  11'',  to  $o  billion  last  year,  such  in- 
creases are  unlike!)-  to  continue.  The 
weak  dollar  camouflaged  a  drop  in  local- 
currency  profits  in  all  four  of  !I!.m's  ma- 
jor European  countries,  and  the  firming 
greenback  this  year  may  expose  the 
downturn  more  sharply. 

That's  why  McKinney  is  wasting  no 
time  with  his  shake-up.  IBM  lias  tradition- 
ally served  Europe  on  a  coiuitry-by  ■  mm- 
try  basis,  creating  strong  loral  compa- 
nies in  such  major  markets  as  Germany 
and  France.  Now,  with  Euroji-  !i"(  oming 
one  big  market,  McKinney  w;  iiis  lo- 
cal managers  to  think  big,  toi-,  '  rantry 


managers  are  taking  on  pan-European 
duties  for  each  key  product  line  and 
marketing  specialty.  Germany  gets 
mainframes,  while  Britain  takes  finance 
marketing.  The  goal:  save  money,  react 
faster  to  market  changes,  and  get  com- 
peting national  units  to  cooperate.  "Peo- 
ple do  better  when  they're  empowered  to 
act  on  their  own,"  McKinney  says. 
At  the  same  time,  McKinney  is  also 
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playing  on  new  perceptions  of  IBM  in 
Europe.  Where  the  giant  computer  mak- 
er was  once  viewed  as  Europe's  bete 
noire,  now  it's  the  Japanese.  Europe's 
weakened  computer  makers  are  creating 
a  vacuum  the  Japanese  are  rushing  to 
fill.  Last  year,  Fujitsu  took  over  Brit- 
ain's flagship  mainframe  company.  In- 
ternational Computers,  and  Mitsubishi 
Electric  bought  PC  maker  Apricot.  And 
NEC  Corp.  is  negotiating  to  buy  a  stake 


in  ailing  French  computer  ma 
er  Groupe  Bull. 

The  recent  deterioration 
other  European  rivals,  such 
the  Netherlands'  Philips,  h, 
IBM  worried  that  Japan  cou 
take  a  bite  out  of  them,  too 
the  key  mainframe  market,  h 
tachi  Ltd.  has  been  growiii 
faster  than  IBM,  with  sales 
its  IBM-compatible  machines  1 
Comparex  in  Germany  and  0 
vetti  in  Italy.  Japan  contro 
less  than  107'  of  the  Europea 
market  with  its  own  brand 
IBM,  however,  figures  that  Ei 
rope-based  computer  maker 
depend  on  Japanese  technolog 
for  407'  of  the  components,  b 
value,  in  their  products.  Th 
could  lead  to  more  takeovers  c 
troubled  companies.  "It's 
deep  worry  if  these  guys  g 
down  the  drain,"  says  an  IBI 
executive  in  Paris. 

In  a  major  drive  to  counter  the  Japj 
nese,  IBM  is  pushing  to  cement  ties  wit 
rivals  in  Europe.  Last  year,  it  teamed  u 
with  Siemens  to  develop  high-capacit; 
64-megabit  memory  chips,  due  out  i 
1995.  Competitors  expect  the  two 
shortly  announce  a  deeper  relationshi 
for  earlier  16-megabit  chips.  That's  likel 
to  be  just  the  first  of  many  partnership 
linking  IBM  with   European  compute 
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EUROPE  IS  LOSING 
MARKET  SHARE... 


akers.  When  asked  about  the  chances 
IBM,  Siemens,  and  Thomson  teaming 
•)  to  produce  chips  one  day,  IBM  Germa- 
r  Chairman  Hans-Olaf  Henkel  admits: 
Anything  is  feasible."  That's  a  dramat- 
switch  for  a  company  that  once  prided 
jelf  on  going  it  alone. 
IBM  is  also  pushing  to  sell  everything 
om  microchips  to  finished  subsystems 
1  European  rivals  for  resale.  Siemens 
id  Bull  buy  IBM  disk  drives  and  say  IBM 
trying  to  sell  them  telecommunica- 
ons  and  other  gear.  "We're  trying  to 
at  agreements  in  place  with  all  of  the 
uropeans  and  challenge  Japanese  domi- 
ance  with  all  our  means,"  says  Fausto 
alenti,  IBM's  Europe's  director  of  sti'at- 
gy  and  business  development.  IBM  will 
Iso  forge  a  crucial  R&D  link  between  the 
L  S.  and  Europe  as  a  newly  admitted 
lember  of  a  European  project  called 
5SSI  to  do  advanced  chip  research. 
>UR  MAMMA.'  McKinney  is  also  throwing 
loney  around  liberally,  especially  to  Eu- 
3pe's  smaller  companies.  In  an  effort  to 
3rge  new  links,  IBM  has  become  a  major 
3urce  of  venture  capital  for  indepen- 
ent  suppliers  of  software  and  services, 
.s  rivals  have  lured  IBM's  plum  dealers 
ith  cheaper  or  more  innovative  prod- 
cts,  such  as  laptop  models  from  To- 
hiba,  Compaq,  and  Olivetti,  Big  Blue 
as  sought  to  regain  their  loyalty  with 
quity  capital.  In  the  past  two  years, 
IcKinney  has  plowed  more  than  $100 


'85  '8 
▲  PERCENT 


16 


million  into  nearly  200 
joint  ventures  and  part- 
nerships, from  a  Ger- 
man software  maker  to 
a  Danish  supplier  of 
network  services.  "IBM 
has  been  our  mamma 
for  years,"  says  one 
Italian  agent  with  fresh 
IB.M  cash. 

McKinney,  a  smooth- 
talking  Tennesseean 
who  encourages  dis- 
senters to  speak  up,  is 
winning  over  obstinate 
country  managers  to 
his  revolutionary  think- 
ing. Says  Germany's 
Henkel:  "If  IBM  Italy 
makes  a  decision  that's 
good  for  Europe  and 
bad  for  Germany,  I 
have  to  say  it's  0.  K.  I 
have  to  trust  they  will 
make  the  right  decision  for  Europe." 

Eager  to  reduce  advertising  costs  by 
making  one  campaign  for  the  entire  Eu- 
ropean market,  McKinney  ran  into  stiff 
opposition  in  Germany.  "We  Germans 
were  proud  of  our  way  of  expressing 
ideas.  I  was  against  a  single  ad  cam- 
paign for  Europe,"  recalls  Henkel.  Mc- 
Kinney responded  by  putting  Henkel's 
own  marketing  manager  in  charge  of 
the  task  force  to  cut  ad  costs.  Suddenly, 
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Henkel  was  being  lobbied — and  con- 
vinced— by  his  own  man  that  the  French 
ads  were  the  best. 

The  new  cooperation  among  country 
units  is  also  paying  off  in  sales.  IBM 
Germany  recently  won  the  first  round  of 
a  massive  Lufthansa  project  for  2,500 
PCs  and  software  to  link  some  100  world- 
wide airport  check-in  systems  to  Frank- 
furt headquarters.  IB.M's  Stuttgart  office 
will  provide  one  bill,  coordinate  deliver- 
ies, and  manage  installation  by  its  sister 
companies  around  the  world.  Otherwise, 
"we  would  have  had  to  give  Lufthansa 
the  addresses  of  our  100  IBM  companies 
and  tell  them  to  deal  on  their  own,"  risk- 
ing losing  the  business  to  rivals,  says 
Hans-Ulrich  Maerki,  director  of  interna- 
tional marketing.  "Customers  won't  put 
up  with  that  anymore." 

IB.M  still  has  a  tough  road  ahead.  Mc- 
Kinney's  reorganization  will  include 
slashing  staff  at  IBM's  slate-gray  Tour 
Pascal  headquarters  near  Paris  by  two- 
thirds,  to  about  600  next  year.  Many  of 
the  departures — highly  paid  profession- 
als on  three-year  assignments  from  their 
national  units — will  re- 
turn home.  But  there 
will  be  cuts  there,  too. 
Overall,  about  47^  of 
Europe's  40,000  non- 
sales  positions  will  be 
cut  this  year,  and  even 
more  cuts  will  be  need- 
ed to  reduce  the  buildup 
of  highly  paid  staffers 
in  Europe  since  the 
1970s.  "No  other  com- 
pany could  survive 
IBM's  overhead,"  says 
Gilles  Tugendhat,  a  for- 
mer IBM  manager  and 
now  president  of  ECS,  a 
lessor  of  IBM  equip- 
ment. In  France  and 
other  countries,  he 
adds,  "107  to  207 
should  go." 

The  new  structure 
has  proven  unworkable 
for  some  product  lines. 
In  March,  McKinney 
quietly  ordered  control 
of  the  PC  business  to 
move  from  its  new 
home  in  London  back  to 
Paris  and  flew  in  an 
American  to  head  it  up. 
The  mistake  in  Britain  shows  the 
makeover  of  IBM  Europe  won't  happen 
overnight.  But  it  also  reflects  McKin- 
ney's  ability  to  admit  a  mistake  and  act 
quickly  to  correct  it.  "No  organization  is 
permanent,"  he  parries.  With  that  kind 
of  flexibility,  McKinney  clearly  shows 
he's  ready  to  do  whatever  it  takes  to 
keep  IBM  Europe  on  top. 
By  Jonathan  B.  Levine  in  Paris,  with  Gail 
E.  Schares  in  Stuttgart  and  bureau  reports 
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GERMANY  I 


BIRGIT  BREUEL  MAY  HAVE 

THE  TOUGHEST  JOB  IN  GERMANY 


She  must  privatize  some  companies,  ax  the  rest — and  keep  things  calm 


irgit  Breuel  is  one  tough  lady.  Six 
months  ago,  when  she  became 
deputy  director  of  the  Treuhand- 
anstait.  eastern  Germany's  privatization 
agency,  her  first  act  was  to  fire  15  co- 
workers she  considered  incompetent. 
When  the  53-year-old  free-marketeer  be- 
came the  agency's  chief  executive  on 
Apr.  13,  she  immediately  nixed  the  next 
Sunday  off  so  seven  top  executives 
could  hold  daylong  strategy  sessions. 

Breuel's  new  job  demands  physical 
courage  as  well  as  tough- 
mindedness.  It  has  already 
cost  her  predecessor,  Detlev 
Rohwedder,  his  life.  He  was 
assassinated  on  Apr.  1  by 
leftist  terrorists  who  wanted 
to  whip  up  anti-Treuhand 
sentiments.  The  year-old 
agency  is  under  intense  at- 
tack for  its  efforts  to  sell  off 
properties  that  include  8,000 
companies  worth  about  S400 
billion. 

Breuel  alone  can't  turn 
around  the  east  German 
economy  after  40  years  of 
Communist  misrule.  But  as 
Rohwedder's  deputy,  she  de- 
veloped a  clear  vision  of  the 
Treuhand's  goal.  "It's  the 
largest  company  in  the 
world,"  she  says,  but  she 
measure  progress  by  how 
much  smaller  it  gets.  As  the 
Treuhand  does  that,  its  debt 
load  will  balloon,  since  it  will 
assume  up  to  S60  billion  of 
old  east  German  company  debt.  Under 
Breuel,  it's  now  set  to  become  the  larg- 
est borrower  on  the  new  German  com- 
mercial paper  market. 
NO  FREE  LUNCH.  As  companies  are  priva- 
tized, Breuel  expects  to  rekindle  the 
long-dormant  sense  of  competition  in 
east  Germany.  She  wants  to  create  in 
the  east  a  duplicate  of  west  Germany's 
Mittelstand,  the  2  million  small-  and  me- 
dium-size companies  that  made  west 
Germany  an  industrial  and  export  pow- 
erhouse. Says  Breuel,  without  blinking: 
"It  won't  be  easy." 

But  neither  were  her  first  lessons  in 
real-world  economics.  Her  father,  Alwin 
Miinchmeyer,  a  powerful  Hamburg  pri- 
vate banker  who  played  a  key  role  in 
west  Germany's  postwar  construction, 


insisted  that  she  and  her  siblings  ac- 
count for  every  pfennig  of  their  allow- 
ances. It's  no  wonder  that  the  title  of 
her  first  book,  promoting  market  ideas, 
was  Nothing  in  Life  Comes  Free. 

That  credo  has  stayed  with  her.  Dur- 
ing stints  as  both  economics  minister 
and  finance  minister  in  the  state  of  Low- 
er Saxony,  she  built  a  track  record  of 
espousing  libertarian  economic  concepts. 
In  the  early  1970s,  she  rocked  the  Ham- 
burg Parliament,  her  first  elected  office. 


by  pushing  such  then-novel  ideas  as  get- 
ting the  government  out  of  business  by 
slashing  subsidies  and  hacking  away  at 
bureaucracies. 

Once,  she  proposed  privatizing  train 
service  on  the  nationalized  Bundesbahn 
railroad.  She  fought  in  vain  to  keep  gov- 
ernment cash  and  state  agencies  out  of 
the  effort  to  restructure  the  German 
steel  industry.  But  her  campaign  bore 
fruit  when  private  German  consumer 
electronics  maker  Grundig  was  kept 
from  falling  into  the  hands  of  France's 
state-owned  Thomson-Brandt.  Grundig 
is  now  owned  by  Dutch  giant  Philips  and 
private  shareholders. 

At  the  Treuhand,  Breuel  will  wield  a 
bigger  ax.  The  Treuhand  already  has 
shuttered  300  deadbeat  companies,  de- 


spite the  risk  of  higher  unemployme 
and  political  unrest.  The  alternative  m; 
be  even  less  attractive:  subsidizing  jo 
in  wobbly  companies  before  trying 
sell  them  off.  Breuel  insists:  "Privati2 
tion  is  the  best  way  of  making  the 
companies  healthy." 
UNDER  PRESSURE.  At  the  same  tin: 
Breuel  seems  dead  set  against  lettii 
business  barons  use  privatization  to  cr 
ate  new  monopolies.  That  could  ha 
been  the  case  during  her  first  sell-off 
Treuhand  chief  executive.  When  10  fc 
mer  Communist  Party  newspape 
worth  $485  million  were  sold  on  Apr.  1 
they  were't  merely  handed  over  on 
platter  to  a  powerful  media  group  su( 
as  Springer  or  Bertelsmann.  Instea 
they  were  split  up  among  12  owners 

Still,  determination  alone  won't  g 
the  job  done.  By  the  end  of  the  yea 
east  Germany's  industrial  output  is  e: 
pected  to  slide  to  half  its  le 
el  before  reunification.  Mea: 
while,  there  are  no  signs  tl 
slump  is  over.  Warns  Breue 
"The  danger  is  that  all  tl 
talk  of  problems  becomes 
self-fulfilling  prophecy." 

For  the  moment,  the  shoe 
of  Rohwedder's  assassinatio 
has  calmed  the  political  tu 
moil  in  both  east  and  we: 
Germany  that  came  in  th 
wake  of  reunification.  B 
the  new  tolerance  may  nc 
last  long.  And  Breuel  is  ui 
der  intense  pressure  to  pu 
off  a  success  to  help  bail  o\, 
her  fellow  Christian  Dem( 
crat.    Chancellor  Helm 
Kohl.  Kohl  is  facing  increa 
ing  voter  discontent  afte 
hiking  taxes  to  pay  ballooi 
ing  costs  of  reunificatior 
The  only  way  to  curb  the  pc 
litical  strife,  says  Breuel, 
to  produce  "signs  that  thing 
are  improving."  She'll  hav 
to  move  fast  if  she  can  spark  real  irr 
provement.  The  Treuhand  already  ha 
speeded  up  company  sales  after  a  slov 
start.  But  Breuel  isn't  in  complete  con 
trol  of  the  privatization  process.  Plans 
sell  or  close  companies  with  more  thai 
2,000  employees,  for  instance,  have  to 
cleared  by  Bonn.  And  legal  battles  ov 
ownership  of  6  million  acres  of  land  uj 
for  sale  have  dampened  inflows  of  pri 
vate  investment. 

Given  her  knack  for  bold  ideas  anc 
stamina  in  hacking  through  layers  of  bu 
reaucracy,  Breuel  has  a  good  chance 
sparking  the  rebuilding  of  the  east, 
she  can  pull  that  off,  she'll  repeat  whai 
her  father  helped  do  for  west  Germany 
By  John  Templeman  in  Bonn,  with  Ga 
E.  Schares  in  Berlin 
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It  might  be  an  extra  pillow.  Or  a  lightly  scented  hot  towel.  Maybe  it's  the  Independent  Television  News  beamed  daily 
via  satellite  from  London.  All  little  things.  But  while  we  operate  the  youngest,  most  modem  fleet  around  the  world, 
we've  never  forgotten  how  important  those  little  things  can  be.  Singapore  Airlines  flies  to  over  60  cities  across 

A  great  way  to  tlv 

5  continents  with  a  standard  of  inflight  service  even  other  airlines  talk  about.  SinCAPORE  AIRLIPES 
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TAIWAN  IS  BUILDING  BRIDGES 
TO  THE  MAINLAND 


For  40  years,  Taiwan  and  China  have  stared 
each  other  down  across  the  narrow  Formo- 
sa Strait,  prolonging  hostilities  that  began 
with  the  Communist  takeover  on  the  mainland  in 
1949.  Now,  Taiwan  is  launching  a  dramatic  effort 
to  break  the  deadlock.  President  Lee  Teng-hui  is 
building  diplomatic  bridges  that  will  ease  politi- 
cal tensions  and  reinforce  the  mainland's  grow- 
ing links  with  Taiwan's  powerful  economy.  "The 
1990s  will  be  a  decade  of  actively  promoting  the 
unification  of  our  nation,"  Lee  says. 

Signs  of  the  warm-up  are  everywhere.  On  Apr. 
28,  a  delegation  from,  the  newly  formed  Straits 
Exchange  Foundation  will  visit  Beijing  to  estab- 
lish ties  with  Chinese  government  agencies. 
Headed  by  C.  V.  Chen,  a  Taipei  lawyer  and  gov- 
ernment adviser,  the  foundation  aims  to  manage 
sensitive  relations  with  the  mainland  in  such 
matters  as  family  contacts  and  business  dis- 
putes. In  the  absence  of  formal  government-to- 
government  ties,  the  trip  is  a  de  facto  diplomatic 
mission,  observers  say. 

The  new  diplomacy  builds  on  fast-growing 
trade  and  investment  links  with  Beijing.  Over  the 
past  few  years,  Taiwan  business  has  pioneered 
the  detente  by  pushing  indirect  trade  with  the 
mainland,  mostly  through  Hong  Kong.  Last 
year,  such  trade  rose  to  $4  billion,  up  167c  over 
1989,  while  Taiwan  businessmen  have  invested  in  more  than 
2,500  mainland  ventures.  Up  to  now,  most  such  deals  have 
been  arranged  through  Hong  Kong,  but  Taipei  recently  ap- 
proved a  direct  investment  by  a  textile  company  in  Shanghai. 
OLIVE  BRANCH.  Personal  contacts  between  the  nations  are  also 
starting  to  warm  up.  At  the  New  York  opening  of  the  Taipei 
City  Bank,  guests  were  amazed  to  see  K.  G.  Chiang,  nephew 
of  former  Taiwan  President  Chiang  Chingkuo,  chatting  with 
Zhao  Zhongguang,  son  of  form.er  Communist  Party  chief  Zhao 
Ziyang.  And  during  a  U.  S.  visit  sponsored  by  American  Tele- 


TAIPEI  STREET:  CAN  THIS 
DRIVE  BE  EXPORTED? 


phone  &  Telegraph  Co.,  Deng  Zhifang,  son 
Chinese  leader  Deng  Xiaoping,  met  with  Y 
Wang,  the  New  Jersey-based  chairman  of  F 
mosa  Plastics  Inc.  Wang  wants  to  build  a  gi; 
$7  billion  plant  on  the  mainland. 

To  improve  relations  further,  Taiwan's  Nati( 
al  Assembly  on  May  1  will  end  the  legal  state 
war,  or  Period  of  Communist  Rebellion,  that  h 
been  in  effect  since  the  ruling  Nationalist  Par 
fled  across  the  strait.  That  won't  lead  to  forn 
diplomatic  ties  yet.  But  expanding  contacts  me 
the  two  sides  "are  now  involved  in  a  tacit  negc 
ation  of  their  relationship."  says  Harry  Hardir 
a  China  expert  at  the  Brookings  Institution.  T 
result  could  be  a  major  shift  in  East  Asia's  e( 
nomic  alignments  and  geopolitics,  with  Tai\ 
taking  away  some  of  HongjCong's  role  as 
economic  intermediary  between  mainland  Chi 
and  the  rest  of  the  world. 

For  Lee,  the  key  will  be  keeping  up  the  n 
mentum.  While  Beijing's  aging  leaders  cling  to 
Communist  dictatorship,  Taiwan  is  moving 
ward  multiparty  democracy  after  decades  of  a 
thoritarian  Nationalist  Party  rule.  Elections  la 
this  year  will  almost  certainly  give  a  growii 
voice  to  the  opposition  Democratic  Progressi 
Party,  representing  newly  affluent  middle-cla 
voters  with  few  emotional  links  to  the  mainlan 
One  likely  result  may  be  Taiwan's  first-ever  open  debate 
the  political  options.  Governments  in  both  Taipei  and  Beijir 
insist  that  Taiwan  and  the  mainland  are  one  country, 
Taiwanese  citizens  are  divided  on  future  ties  to  China, 
now,  closer  relations  are  promoting  prosperity  on  both  sides 
the  strait.  But  the  Taiwanese,  after  sampling  full-fledged 
mocracy,  may  be  even  more  wary,  lest  an  embrace  with  tl 
mainland  jeopardize  their  new  freedoms. 

By  Dinah  Lee  in  Hong  Kong,  with  Dirk  Bennett  in  Taipei  at 
Joyce  Barnathan  in  New  York 
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SOVIET  yNION 


The  nonstop  crises  gripping  the 
country  may  take  a  sharp  turn  as 
the  result  of  a  far-reaching  deal  signed 
on  Apr.  23  by  Soviet  President  Mikhail 
Gorbachev,  his  archri\al,  Russian  Re- 
public President  Boris  N.  Yeltsin,  and 
the  leaders  of  eight  other  republics. 
The  pact  bolstered  < 'c -bachev's  hand 
on  the  eve  of  a  crucia 
nist  Party  meeting,  in 
fives  planned  to  demand 
party  chief.  And  it  coi.id 
long  power  struggle  bet^' 
and  headstrong  republics. 

If  the  deal  holds,  it  conuu  s  Gorba- 
chev to  making  more  decisions  jointly 


r.  24  Commu- 
'ch  conserva- 
it  he  quit  as 
md  a  year- 
•n  Moscow 


with  Yeltsin  and  other  republican  lead- 
ers. It  says  the  nine  republics,  for  their 
part,  will  sign  a  new  treaty  guarantee- 
ing their  rights  in  a  union  of  "sover- 
eign states."  But  it  also  endorses  the 
right  of  the  six  remaining  republics — 
Moldavia,  Georgia,  Armenia,  and  the 
three  Baltics — to  opt  out  of  the  union. 

Yeltsin's  signature  means  he  is  call- 
ing off  his  own  recent  campaign  for 
Gorbachev's  resignation — and  in  doing 
so  he  is  helping  save  his  own  political 
skin.  The  reason:  Conservatives  such 
as  Leningrad  party  leader  Boris  Gida- 
spov  want  to  replace  Gorbachev  with  a 
hard-liner  who  would  impose  country- 
wide emergency  rule — and  thus  force  a 
showdown  with  Yeltsin  as  well.  "If 


Gorbachev  goes,  Yeltsin  would  proba 
bly  be  forced  out,  too,"  says  Andre 
Dilatov,  deputy  editor  of  the  Russian] 
parliament's  newspaper.  If  Yeltsin  can| 
hang  on  until  June  12,  he  seems  as- 
sured of  winning  a  new  popular  man- 
date in  the  Russian  Republic's  first  di- 
rect presidential  election. 

The  accord  does  nothing,  however,  to| 
settle  the  strike  by  300,000  coal  miners 
Yeltsin  proposes  to  end  it  by  putting 
most  mines  under  the  Russian  Repub-, 
lie's  control,  instead  of  Moscow's.  But 
that  would  be  risky,  because  the  mines 
require  big  state  subsidies.  And  tlie 
pact  doesn't  impress  mine  leaders.  "It's 
just  a  piece  of  paper,"  says  Nikolai 
Kurishko,  a  striking  Donetsk  miner. 
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Today  the 
high  performance 

ofCOMPAQ 
is  more  desirable 
than  ever. 


No\A(  our  new  price 

more  attainable 


The  COMPAQ  DESKPRO  486m  /v 
is  for  the  power  user  who  simply 
refuses  to  compromise  on  anything 


re  also  makin 
lan  ever. 


tite — 
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Al8^5"x  I!"  no  other 
notebook  packs  more 
features  into  a  design  as 
small  as  the  award-winning 
COMPAQ  LTE  386S/20  PC 
With  our  new  prices,  why 
carry  anything  else'^ 


Serve  more  for  less  with  the  COMPAQ 
SYSTEMPRO  PC  System.  It  brings 
unprecedented  performance  and  expansion 
to  a  wide  range  of  connected  environments. 


For  everyone  facing  the  challenge  of  doing 
more  with  less,  help  has  arrived. 

Because  now,  all  the  most  popular 
COMPAQ  personal  computers  and  PC  systems 
are  more  affordable  than  ever. 

Our  new  prices  mean  that  millions  of 
people  can  now  discover  what  millions  of 
COMPAQ  users  already  know:  COMPAQ  PCs 
simply  work  better. 

At  Compaq,  "It  simply  works  better"  is 
not  just  a  slogan.  It's  the  goal  behind  every 
product  (and  every  component  of  every 
product)  we  build. 

Working  better  means  designing  prod- 
ucts in  response  to  people's  needs,  not  our 
own.  It  means  putting  the  latest  innovations 
to  work  to  enhance  your  investment  in  PC 
technology  not  render  it  obsolete. 

Working  better  means  ensuring  reliability 
and  compatibility  by  subjecting  our  PCs  to 
exhaustive  testing.  It  also  means  supporting 
them  the  world  over  through  our  thoroughly 
trained  dealer  network. 

Yes,  our  prices  are  now  lower.  But  our 
standards  are  as  high  as  ever.  Just  imagine 
the  impact  these  two  simple  facts  can 
have  on  your  company 

Your  Authorized  COMPAQ  Computer 
Dealer  can  provide  you  with  complete  pricing 
and  product  information.  Or  we  can  give 
you  our  suggested  resale  prices  and  the 
location  of  the  dealer  nearest  you.  Just  call 
1-800-231-0900,  Operator  152.  In  Canada, 
1-800-263-5868,  Operator  152. 

 comma 

It  simply  works  better. 


I 


Iports  Business 


OWNERS  I 


BRUCE  McNALL:  OWNER, 
PARTNER,  PAL  


His  deals  are  radically  altering  the  franchise-player  relationship 


One  partner  sits  in  the  glass-en- 
closed owner's  box,  nervously 
chugging  diet  cola  and  chatting 
with  Magic  Johnson.  Below,  struggling 
to  fend  off  elbows  in  his  face,  the  other 
partner  speeds  around  the  Great  West- 
ern Forum  ice  rink. 

Only  after  three  hours  of  this  hurly- 
burly  do  the  partners  relax.  Down  on 
the  ice,  Wayne  Gretzky,  the  Los  Angeles 
Kings'  hockey  superstar-cum-entrepre- 
neur,  has  slipped  the 
puck  to  a  teammate 
for  the  overtime  goal 
that  wins  the  first 
game  of  the  first 
round  of  the  Stanley 
Cup  play-offs.  Up  in 
the  owner's  box, 
Bruce  McNall  has  a 
chance  to  savor  the 
pride  of  possession. 
'ONE  BEST.'  The  tag 
team  of  Bruce 
McNall  and  Wayne 
Gretzky  is  creating 
owner-player  busi- 
ness ventures  that 
go  far  beyond  any- 
thing the  sports 
world  has  ever  seen. 
In  the  past  three 
years,  the  two  have 
invested  in  every- 
thing from  horse 
breeding  to  rare 
sports  memorabilia. 
Now,  in  their  most 
flamboyant  move 
yet,  McNall  and 
Gretzky  are  gam- 
bling at  least  $18 


lion.  The  fans,  McNall  predicts,  will  turn 
out  en  masse  to  see  Rocket  streak 
across  Canada's  oversized  football  fields. 

"There's  always  a  lot  of  second  bests 
in  the  world.  But  there  is  only  one  best. 
And  that  best  is  what  sells  seats,"  says 
McNall.  That's  his  operating  philosophy 
now,  just  as  it  was  in  1988,  when  he  paid 
the  Edmonton  Oilers  $15  million  for 
Gretzky.  Add  in  the  center's  $24  million, 
eight-year  contract,  and  McNall's  tab  for 


McNALL  AND  ISMAIL:  WILL  ROCKET  LAUNCH  THE  ARGONAUTS? 


million  in  a  bold  attempt  to  breathe  new 
life  into  the  moribund  but  once  immense- 
ly popular  Canadian  Football  League. 

The  money  will  bring  Raghib  "Rock- 
et" Ismail,  Notre  Dame's  game-breaking 
receiver  and  kick  returner,  to  a  Toronto 
Argonauts  team  that  has  seen  atten- 
dance fall  to  around  21,000  per  game, 
down  more  than  507'  since  its  early- 
1980s  peak.  But  that  doesn't  seem  to 
worry  McNall  and  Gretzky,  who  with 
actor  John  Candy  bought  the  Canadian 
football  team  last  February  for  $5  mil- 


the  Great  One  climbs  to  $39  million — 
more  than  double  the  $16  million  he  paid 
to  buy  the  Kings  in  March,  1988. 

It  was  worth  it.  The  Kings,  who  lost 
$5  million  the  year  before  Gretzky  ar- 
rived, this  year  have  sold  out  39  home 
games.  McNall  expects  more  than  $10 
million  in  profits  this  year.  And  with 
movie  stars  paying  $200  apiece  for 
choice  seats,  the  Kings  rival  the  Lakers 
as  Tinseltown's  glamour  team. 

Now,  with  Rocket  set  to  fire  up  the 
Argonauts'  afterburners,   McNall  and 


Gretzky  hope  he'll  launch  the  team  o: 
similar  trajectory.  Already,  McNall 
talking  with  U.  S.  cable  companies  ab( 
a  TV  contract.  And  in  Toronto,  the  c 
has  had  to  install  new  phone  lines 
meet  the  surge  in  demand  for  tickets 
To  win  Ismail,  McNall  and  Gret2 
employed  the  same  kind  of  pow 
schmoozing  that  first  brought  the  t 
together.  Three  years  ago,  to  h 
Gretzky  beat  his  fear  of  flying,  McN 
lent  his  private  jet  and  pilot  to  the  ho 
ey  player  for  hours  on  end.  Gretzky  a 
Rocket  dined  often  over  the  winter,  a 
a  week  before  the  Apr.  21  NFL  dra 
McNall  treated  Ismail  to  a  big-ticl 
shopping  binge  on  Rodeo  Drive. 

In  the  end,  though,  snappy  thre 
didn't  do  the  trick — money  did.  Ism 
will  earn  a  baseball-level  salary  with  p 
formance  bonuses  and  an  unheard 
kicker:  the  rights  to  10%  of  the  appn 
ated  value  of  the  team  after  four  yea 
TEENAGE  DEALS.  It's  not  the  first  co 
for  41-year-old  McNall.  It's  not  even  1 
10th.  He  swung  his  first  deal  at  age 
when  he  got  his  grandmother,  over 
parents'  objections,  to  lend  him  $3,0 
for  a  set  of  ancient  Greek  coins.  He 
mediately  sold  two-thirds  of  the  coins 
pay  back  the  $3,000.  He  has  stayed 
rare  coins,  building  up  a  mostly  m 
order  business  that's  the  largest  ancie 
coin  dealership  in  the  U.  S.  McNall  sa 
he's  worth  "hundreds  of  millions" 
dollars. 

And  he  lik 
spending  his  doug 
At  a  Sotheby's  ai 
tion  in  March, 
and  Gretzky  pa 
$451,000  for  a  19 
Honus  Wagner  bat 
ball  card,  more  th; 
tripling  the  pri 
that  had  been  pre 
ously  paid  for 
McNall  said  he  w 
ready  to  withdra 
from  the  bidding  when  Gretzky  urg' 
him  on. 

And  it  was  Gretzky,  an  Argonauts  f; 
since  boyhood,  who  persuaded  McNall 
buy  the  team.  The  question  now  is:  C; 
Rocket  set  Canada  aflame?  It's  asking 
lot  of  anyone,  much  less  an  untested  2 
year-old  college  junior,  to  pull  an  enti 
league  out  of  a  long  slide.  However, 
Rocket  can  become  a  media  superstar  u 
north,  and  if  the  Argonauts  take  on  tl 
kind  of  aura  the  Kings  have,  McNa 
could  try  to  maneuver  the  team  in 
the  NFL. 

Maybe  that  sounds  crazy.  But  the 
McNall  did  make  hockey  hot  in  the  Ian 
of  palm  trees  and  surfers. 

By  Eric  Schine  in  Los  Angek 


ROCKET  FUEL 


Ismail's  megacontract 

million  in  guaranteed 
over  four  years 

lon  for  drawing  fans 
promotional  services 

e  Argonauts'  in- 
alue  after  four  years 
TORONTO  ARGONAUTS 
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Announcing  Saturday 

delivery  at  rates  that 
won't  ruinyour  Sunday 


At  UPS,  we  realize 
you've  got  a  lot  of  things 
to  do  over  the  weekend, 
but  worrying  about  your 
packages  shouldn't  be 
one  of  them.  Which  is 
precisely  the  reason  you 
should  let  UPS  handle 
your  Saturday  deliveries. 

^u  see,  we  now  offer 
overnight  delivery  onSat- 
urday  to  the  most  people 
and  businesses  coast  to 
coast.Guaranteed  on- 
time  reliability*Comput- 
erized  tracking/tracing. 
And,  perhaps  best  of  all, 
prices  that  are  by  far  the 
lowest  of  any  overnight 
delivery  company. 

So  next  time  it  has  to 
be  there  Saturday,  just 
think  of  UPS  on  Friday. 

And  that  way  |  ^  | 
you  can  relax  (UpS| 


until  Monday. 

We  run  the  tightest  ship  in 
the  shipping  business! 


iia  ijiecJiciiTe,  a 
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The  same  goes  for  business. 


\nd  ultrasound  equipment. 

hances  are  you  already  use  Hitaclii  facsimile 

.nes.  You'd  be  in  good  company.  Some  of  the 

's  most  respected  companies  put  our  image 

ssing  technology  to  work  every  day. 

)u  see,  our  unique  technological  advance- 

;  enable  businesspeople  to  quickly  and 

ntly  transmit  photogi'aphs,  charts,  documents 

caphs  with  remarkable  clarity. 

iken  together  Hitachi  is  a  people  company. 


Responding  to  the  wants  and  needs  of  individuals 
ever)'where. 

And  that's  not  an  advertising  image.  That's  a  fact. 

For  more  mjonnation  about  HJFAX.  call  toU-jrcc 
1-800-HlTACHl. 


0  HITACHI 


e  Corporation 


STRATEGIES  I 


MITSUBISHI 

PULIS  OUT  THE  STOPS 


Snazzier  cars  and  new  dealers  herald  a  major  push  in  the  the  U.S. 


For  years,  Mitsubishi  Motors  Corp. 
has  had  something  of  a  visibiHty 
problem  in  the  U.  S.  It  was  a  late- 
comer among  Japanese  importers,  intro- 
ducing its  first  two  models — the  Tredia 
and  Cordia — in  1982.  The  company  had 
only  a  small  clutch  of  dealers,  clustered 
on  the  East  and  West  Coasts.  And  Mit- 
subishi's own  identity  always  seemed 
overshadowed  by  its  ties  to  Chrysler 
Corp.  After  all,  Mitsubishi  broke  into  the 
U.  S.  market  during  the  late  1970s  by 
supplying  Chrysler  with  small,  fuel-effi- 
cient cars  peddled  under  the  Dodge  and 
Plymouth  monikers. 

Well,  the  days  when  puzzled  car- 
buyers  asked  "Mitsuwho?"  are  coming 
to  an  end.  Mitsubishi  has  shed  its  repu- 
tation as  an  unimaginative  maker  of  no- 
frills  economy  cars.  It  is  now  rolling  out 
a  string  of  models,  ranging  from  the 
sleek  3000GT  sports  car,  which  picked 
up  import  car-of-the-year  honors  for 
1991  from  Motor  Trend  magazine,  to  a 
luxury  sedan  known  as  the  Diamante. 
At  the  same  time,  Mitsubishi  is  spending 


generously  to  build  up  its  dealership  net- 
work in  the  U.  S.  and  is  readying  a  mar- 
keting push  to  trumpet  its  emergence  as 
a  full-line  auto  maker.  It  has  also  en- 
tered the  big  leagues  in  other  ways:  Tak- 
ing a  leaf  out  of  Detroit's  book,  Mitsubi- 
shi acquired  Value  Rent-A-Car  Inc.  last 
fall  to  broaden  the  exposure  of  its  car 
line.  And  on  Apr.  1,  the  company  set  up 
its  own  car-financing  arm. 
'IN  PAIN.'  Its  long-standing  relationship 
with  Chrysler  has  changed  dramatically, 
too.  In  fact,  Mitsubishi  may  soon  invest 
an  estimated  $300  million  in  cash-starved 
Chrysler  in  exchange  for  a  boost  in  its 
stake  in  their  jointly  owned  assembly 
plant,  Diamond-Star  Motors  in  Normal, 
111.,  to  lb%  from  WA.  Since  1988,  that 
plant  has  turned  out  the  Plymouth  La- 
ser, Eagle  Talon,  and  Mitsubishi  Eclipse, 
and,  starting  last  summer,  the  Eagle 
Summit  and  Mitsubishi  Mirage  as  well. 

Gaining  control  over  Diamond-Star 
would  be  quite  a  coup  for  Mitsubishi  as 
it  aims  to  build  up  its  U.  S.  presence. 
Indeed,  a  bailout  would  have  a  certain 


measure  of  irony,  given  Chrysler  Cha 
man  Lee  A.  lacocca's  penchant  for  ra 
ing  against  Japanese  imports.  Chrysl 
is  mum  on  the  subject.  But  Mitsubishi 
clearly  interested  in  some  sort  of  e 
change.  "Chrysler  is  in  pain,  and  v 
want  to  cooperate  to  the  extent  that  w 


can,  ■  says  Masanao  Ueda,  executi\|l/l 
vice-president  of  Mitsubishi. 

Whether  or  not  Mitsubishi  offers  bal  *" 
for  Chrysler's  anguish,  it's  clear  tl 
No.  5  Japanese  importer  is  starting  1 
make  its  own  mark.  At  a  scant  2.1%,  r 
U.  S.  passenger  car  market  share  plac( 
it  behind  Honda,  Toyota,  Nissan,  ar  p 
Mazda.  But  that  share  has  more  tha 
tripled  since  1988.  In  1990,  Mitsubishi 
sales  from  its  U.  S.  auto  business  in 
proved  17%,  to  $2.1  billion.  Times  ai 
leaner  now,  owing  to  the  recession.  Eve 
so,  Mitsubishi's  18%-  decline  in  unit  sak 
during  the  first  quarter  wasn't  quite  a 
bad  as  the  19^/'  plunge  in  the  overa 
U.S.  market.  Still,  the  company  didn 
keep  pace  with  the  performance  of  th 
other  major  Asian  auto  makers,  whic 
only  posted  a  12%  drop. 

In  any  case,  business  is  revving  bac 
at  home,  where  Mitsubishi  is  battlin: 
Honda  and  Mazda  for  the  No.  3  spoi 
behind  Toyota  and  Nissan.  In  the  fisca 
year  ended  Mar.  31,  Mitsubishi's  swel 
ing  domestic  vehicle  sales,  includinj 
minicars  not  sold  in  the  U.  S.,  bumpei 
Honda  Motor  Co.  from  its  No.  4  rank 
even  as  the  market  dipped  1%.  Katsuyo 
shi  Minamidate,  who  runs  a  new  dealer 
ship  in  Tokyo,  remembers  how  frustrat 
ing  it  used  to  be  selling  Mitsubishis 
Until  recently,  the  company  was  bette: 


DIAMANTE/SIGMA 


As  Honda's  strong 
U.S.  position  slips 
o  bit,  Mitsubishi 

is  beginning   

to  show  some 
marketing  muscle 


NAKAMURA  AND  THE  MAMANTEl  THE  NO-FRILLS  IMAGE 


64  BUSINESS  WEEK/MAY  6.  1991 


THE  CORPORATIO 


If  your  company  is  not  growing  globally  in  the  '90% 
it  may  not  grow  at  allf^^  ^^Rightf  But  where  do  growing 
companies  find  International  trading  partners? 


Introduci 


Global  Business  Links 


Finally,  a  service  that  will  provide  your  company  with 
the  marketing  tools  necessary  to  find  partners  who- 
ironically-are  trying  to  find  you!  Using  a  combination 
of  print  advertising,  on-line  information  listings,  and  a 
unique  partnering  database.  Global  Business  Links  will 
bring  you  together. 

How  Global  Business  links  Works 


FOCUSED  PRINT  ADVERTISING 


•  Your  company's  advertisement  in  a  GBL  page  inserted 
in  BUSINESS  WEEK'S  International  edition  read  by  over 
110,000  management  subscribers  in  Europe,  Asia,  Africa 
and  Latin  America. 


COMPUTER  NETWORKING 


•  Your  company's  product  and  services  on-line  for  one  full 
year  in  COUNTERPART,  an  international  database  service 
with  over  a  quarter  million  over- seas  companies.  These 
subscriber  companies  constantly  use  this  global  network  to 
obtain  specific  trade  leads  and  trading  partner  information. 
Finding  partners  or  selling  products  internationally  doesn't 
have  to  be  expensive  to  be  effective.  GBL's  combination  of 
print  and  on-line  access  provides  the  impact  of  BUSINESS 
WEEK  INTERNATIONAL  and  the  longevity  of  COUNTERPART- 
24  hours  a  day,  everyday- at  a  price  you  can  afford. 
If  your  company  is  looking  for  international  partners,  global 
distribution,  buyers  for  your  goods  and  services,  opportunities 
for  real  estate  investment,  think  of  Global  Business  Links  as  your 
international  marketing  partner. 

What  To  Do  Next 

Call,  write  or  fax  for  issue  dates  and  prices: 

GLOBAL  BUSINESS  UNKS/ISDC 

7609  Standish  Place,  Suite  100 
Rockville,  Maryland  20855 
Tel:  1-800-888-4732 
Fax:  1-301-309-2358 


Global  Business  Links  will  provide  customized  services  includini 
software  development,  private  consulting  and  market  studies. 
Distribution  and  licensing  arrangements  available  worldwide. 
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Take  away  his  write 
his  music,  and  h 


countrv  doctor.  In  hi 
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Add  up  the  parts  of 
Albert  Schweitzer's 
hfe  and  you'd  think 
^  you  were  talking 
about  an  army 
of  men. 
^  ^  ^     As  a  Protestant 
^F®  '  theologian,  he  saw 
medicine  as  one 
way  to  revere  life. 
So  he  studied  medicine 
and  went  to  work  in  French 
Equatorial  Africa. 

As  a  classically  trained  organist 
renowned  for  his  interpretations 
of  J.S.  Bach,  he  raised  money 
for  his  hospital  by  giving 
concerts. 

As  a  philosopher  and 
writer  he  was  renowned 
for  his  prodigious  work. 
The  Philosophy  of  Civihzation, 


Teiecoininunicati 


Information  Services        Mobile  Communicatioii 


US  philosophy  and 
OS  just  another 
ise,  a  whole  country 


used  the  royalties  to  purchase 
iical  supplies. 

And  after  winning  the  Nobel 
ce  Prize  in  1952,  he 
k  the  award  money 
I  built  a  village  for 
rosy  patients. 

If  you  understand 
V  that  combination 
'emarkable  talents 
led  to  serve  one 
ater  purpose,  you'll 
ierstand  the  vision 
■BellSouth. 

Individually,  the  companies  of 
BellSouth  are  among  the  best 
in  their  field.  And  when 
brought  together  to  help  you, 
they  can  provide  technologically 
advanced  solutions  to  a 
variety  of  telecommunications  and 
brmation  problems. 


zrtising  Services 


HERE'S  HOW  THE  COMPANIES 
OF  BELLSOUTH  DSTEGRAIED  MANY 
DIFFERENT  T\LENTS  TO  HELPONE  OF 
THE  WORLD'S  LARGEST  RE1AILERS. 

Designed  systems  to  utilize  rietwork  intelligence  to 
more  effectively  manage  incoming  customer  calls 
and  agent  utilization. 

Accepted  order  to  place  several  thousand 
telephone  systen^s  in  locations  throughout  the  U.S. 

Implemented  an  asset  management  tracking 
system  to  log  maintenance  on  data  terminals  at  all 
locations. 

Supplied  mobile  phone  service  tojield 
technicians  to  reduce  backhaul. 

Utilized  data  communications  to  lower  overhead 
on  credit  card  purchase  transactions  by  50  percent 


Senior  industry  executives 
named  BellSouth  the  most  admired 
telecommunications  company  in 
America  for  the  past 
three  years  in  an  annual 
Fortune  magazine  survey 

Which  means  if 
you're  looking  at  your 
business  or  personal 
communications  needs, 
the  companies  of 
BellSouth  may  be  just 
the  kind  of  partner 
you're  looking  for 
After  all,  when  ^  ^ 
you  can  surround  - 
a  problem  with 
remarkable       ^  ^ 
talent, 

successftil  ^ 
solutions  can't  ^ 
be  far  away  V 


BELLSOUTH' 


Everything  You  Expect  From  A  Leader 


e  Corporation 


ll 


known  for  its  heavy  trucks  and  buses 
and  sold  many  of  its  cars  door-to-door 
before  investing  iieavily  in  dealerships. 
"Now,  customers  come  to  me,"  he  says. 

President  Hirokazu  Nakamura  aims  to 
keep  those  consumers  coming.  By  1995, 
he  wants  total  sales  of  $22.2  billion,  a 
30%  increase,  and  Japanese  market 
share  of  10%,  up  from  7.47'.  To  get  a 
foothold  in  Europe,  Mitsubishi  is  negoti- 
ating to  buy  a  stake  in  a  Volvo  subsid- 
iary in  the  Netherlands,  where  the  com- 
pany may  build  Mirages.  "I  call  it  the  F- 
Strategy,  for  flight  into  the  future," 
says  Nakamura. 

RENTAL  SHOWCASE.  Mitsubishi  has  also 
made  some  lofty  gains  in  its  dealership 
network.  In  Japan,  the  company  is 
spending  $300  million  a  year  through 
1995  to  hire  and  train  more  salespeople 
and  mechanics.  It  even  sent  140  dealers 
to  stay  in  luxury  hotels  to  study  first- 
class  service.  In  the  U.  S.,  the  company 
has  spent  a  considerable  amount  of  time 
expanding  its  dealership  network.  And 
the  effort  has  paid  off:  It  has  more  than 
doubled  its  dealerships,  to  501,  from  204 
at  the  end  of  1987. 

Mitsubishi  is  investing  $100  million  to 
form  a  financing  arm  that  will  issue  car 


loans  for  dealers  and  consumers  in  the 
U.  S.,  much  as  other  Japanese  carmak- 
ers do.  And  in  a  first  among  the  Japa- 
nese, Mitsubishi  last  year  spent  $17  mil- 
lion to  acquire  807  of  Value  Rent-A-Car, 
a  regional  outfit  that  primarily  serves 
vacationers  in  Florida.  Value  will  offer 
Mitsubishi  both  a  way  to  siphon  off  ex- 
cess auto  production  and  a  showcase  for 
its  core  cars  such  as  the  Eclipse,  Galant, 
and  Mirage.  One  snag:  Mitsubishi  is  cur- 
rently locked  in  a  messy  legal  squabble 
with  the  family  that  sold  Value  to  it. 

Of  course,  distribution  channels  mat- 
ter little  if  you  don't  have  the  right  cars 
to  sell.  And  Mitsubishi  has  recently 
turned  out  some  engineering  marvels. 
Introduced  last  fall,  the  3000GT  boasts 
high-tech  goodies  such  as  four-wheel 
steering  and  an  electronically  controlled 
suspension  system.  The  car  also  hugs 
the  ground  at  high  speeds  by  adjusting 
the  front  spoiler  downward  three  inches, 
while  tilting  the  rear  wing  up  14  de- 
grees. The  3000GT  is  priced  competitive- 
ly, too,  at  about  $32,000— less  than  half 
the  price  of  primary  rivals  such  as  the 
Acura  NSX,  and  Porsche. 

In  a  bid  to  crack  the  luxury  segment, 
Mitsubishi  will  start  selling  the  Dia- 


mante on  May  10.  Its  price  tag 
$20,000  to  $30,000  makes  it  competi 
with  the  Nissan  Maxima,  Lexus  ES 
and  Infiniti  G20.  To  trumpet  both 
3000GT  and  Diamante,  the  company 
budgeted  $100  million  this  year  for 
vertising.  The  slogan:  "The  word  is 
ting  around." 

BLAND  IMAGE.  Mitsubishi  had  better  h 
so.  It  still  has  lingering  image  problei 
in  the  U.  S.  A  new  study  by  Integra' 
Auto  Resources  Inc.  in  Wayne, 
shows  that  the  loyalty  rate  among 
subishi  owners  is  among  the  lowest: 
the  U.  S.  Part  of  the  problem  is  tl 
owners  remember  the  company's  u 
spiring  early  models,  such  as  the  Mit: 
bishi  Precis — actually  a  relabeled  Hyi 
dai  Excel. 

Still,  with  cars  such  as  the  3000GT  a 
Diamante,  together  with  a  pair  of  n( 
sport  wagons  called  Expo  and  an  upd 
ed  Eclipse  this  fall,  Mitsubishi  has  a  si 
at  winning  a  new  and  more  loyal  ci  = 
tomer  base.  Given  its  lineup  of  jaz  - 
cars,  the  word  about  Mitsubishi  m 
soon  be  getting  around  in  a  big  way 
By  Karen  Lowry  Miller  in  Tokyo  a 
Larry  Armstrong  iyi  Los  Angeles. 
James  B.  Treece  in  Detroit 


A  HUMBLED  HONDA  IS  MAKING  SOME  FAST  CHANGES 


Kiyotsugu  Uchida  is  Honda's 
dream  customer.  A  24-year-old 
software  salesman  in  Tokyo,  he's 
on  his  second  Honda,  a  two-door  Accord 
coupe.  It's  an  import — from  Ohio.  He 
loves  the  car's  handling  and  Honda's 
sporty  image.  "It  feels  great  to  drive  a 
Honda,"  he  says. 

But  lately,  such  testimonials  aren't 
heard  quite  as  often.  Honda  Motor  Co., 
often  cited  as  a  model  of  innovation,  has 
lost  its  edge.  Laboring  with  a  bit  of  a 
bureaucratic  paunch,  it's  being  overtak- 
en by  Japanese  rivals  such  as  Mazda  and 
Nissan  when  it  comes  to  leading-edge 
design.  "I  need  an  exciting  model  to 
bring  customers  into  my  showroom,"  la- 
ments Kazuhiko  Urayama,  sales  manag- 
er for  a  Honda  dealer  in  Tokyo. 

That's  clear  at  home,  where  Honda's 
market  share  in  1990  slid  to  7.3%,  from 
7.9%.  In  the  U.  S.,  its  No.  1  market,  Hon- 
da's share  of  the  passenger  car  market 
dipped  from  9.27  at  the  end  of  1990  to 
8.8%  during  the  first  quarter  of  1991— 
though  that  represented  a  half-point  im- 
provement over  the  first  quarter  a  yefir 
ago.  And  the  Accord  is  still  well-regard- 
ed, thontrh  Honda  had  to  add  dealer  re- 
bates 01  up  to  $900  on  the  model  to  f  lear 
out  its  swelling  inventory.  All  of  this 
hurts:  Analysts  expect  Honda's  pretax 


profits  for  the  year  ended  Mar.  31,  due 
out  in  May,  to  drop  8%,  to  about  $527 
million,  and  they  may  skid  an  additional 
10%, this  fiscal  year. 

All  disconcerting,  to  be  sure.  So  Honda 
President  Nobuhiko  Kawamoto  is  taking 
some  fairly  drastic  steps.  In  March,  he 
reorganized  the 
company  into  sepa- 
rate car,  motorcycle, 
and  power  equip- 
ment divisions.  And 
for  the  next  two  or 
three  years,  he  will 
personally  handle 
day-to-day  manage 
ment  of  the  auto  di- 
vision— abandoning 
for  now  Honda's 
vaunted  group  deci- 
sion-making style.  Unlike  Toyota  or  Nis- 
san, where  a  president  or  department 
head  usually  breaks  an  impasse,  Honda 
has  always  been  the  most  zealous  advo- 
cate of  consensus  management. 
$io,500  RAGTOP.  Instead  of  consensus, 
however,  the  unintended  result  was  bu- 
reaucratic paralysis.  Just  one  example: 
The  1990  Accord  flopped  in  Japan  largely 
because  of  its  lackluster  design.  Hun- 
dreds of  feuding  engineers  and  salespeo- 
ple couldn't  agree  on  the  styling — and 


THE  ACCORD  WAGON  IS  OFF  TO 
A  SOLID  START  IN  THE  U.S. 


the  result  was  less  than  inspiring.  "In 
stead  of  working  together,  people  wer* " 
thinking  'me  first,'  "  says  Kawamoto, 

Together  with  his  deputies,  Shoichin 
Irimajiri  on  production  and  Yoshihide 
Munekuni  on  sales,  Kawamoto  is  now 
storming  through  Honda.  And  numerou 
refreshing  change 
are  on  the  way.  Ir 
Japan,  the  company? 
will  roll  out  a  two 
seat,  $10,500  ragtopl 
in  May,  according  tc  J 
auto  trade  maga 
zines.  Honda's  Civic 
the  gas-stingy  com- 
pact, and  the  sporti- 
er Prelude  are  both 
due  for  a  full  model 
change  this  fall.  A 


new  American-made  Accord  wagon  is 
selling  well  stateside — and  in  early  April 
went  on  sale  in  Japan. 

Will  it  be  enough?  "This  is  a  critical 
year  for  Honda,"  says  Takashi  Kamiya, 
auto  analyst  for  Daiwa  Institute  of  Re- 
search in  Tokyo.  But  given  its  venerable 
record  of  engineering  excellence,  it 
would  be  wise  not  to  expect  Honda  to 
stay  in  the  slow  lane  for  long. 

By  Karen  Lowry  Miller  in  Tokyo,  with 
bureau  reports 


THE  CORPORATK 


fINllUY:  FUU  COLOR 
niU  SERVICE 


PERFORMIINCE 


The  magic  of  color  copying.  Plus  unmatched  Kodak  service  and 
support.  That's  performance  that  counts! 

New  Kodak  ColorEdge  1525  copier:  walkup  color  copies  with  quality  so  close 
to  the  original,  it's  hard  to  tell  the  difference.  New  Kodak  ColorEdge  1550  copier: 
complete  color  reproduction  and  image  manipulation  from  a  variety  of  hard  copy 
and  electronic  sources.  Add  the  Kodak  ColorEdge  copier-duplicator,  the  world's  fastest,  and 
there's  a  Kodak  color  copier  for  every  need.  Call  1 800  255-3434,  Ext.  160. 


Performance  that  counts 


Enterprise 


HOT  GROWTH  COMPANIES.  ENTREPRENEURS,  AND  SMALL  BUSINESSES 


PETER  HSU:  WILL  AMERICA'S 
OLDEST  SOAPMAKER  GET  BUBBLING? 


While  many  toiletry  makers  are  busy  concocting  new 
soaps,  lotions,  and  sham.poos  made  from  natural  ingre- 
dients, Caswell-Massey  Co.  is  discovering  that  its  200-year-old 
line  of  herbal  bath  and  body  products  is  back  in  style. 

That's  what  Hong  Kong  investor  Peter  Hsu  bet  on  two 
years  ago  when  he  bought  the  ailing  New  York  company, 
which  was  on  the  verge  of  liquidation  following  a  dispute 
among  members  of  the  family  that  had  owned  it  since  1936. 

Hsu's  first  task  was  to  patch  up  relations  with  the  distribu- 
tors of  such  Caswell-Massey  standards  as  cucumber  cold 
cream  and  almond  cleansing  milk  to  more  than  2,400  specialty 
stores.  Another  urgent  job:  to  modernize  accounting  and  in- 
ventory systems.  With  such  problems  now  behind  him,  Hsu  is 
trying  to  build  brand  awareness  with  a  big  ad  campaign. 

Hsu  admits  he's  playing  catch-up  to  such  competitors  as 
Woodstock  (Conn.)-based  Crabtree  &  Evelyn  Ltd.  and  Body 
Shop  International,  the  British  retailer.  Still,  he  believes  the 
market  for  natural  toiletries  is  large  enough  to  support  sever- 
al companies. 

Caswell-Massey's  recent  financial  results  appear  to  back  him 
up.  Sales  nearly  doubled  last  year,  to  $15  million,  and  Hsu 
expects  the  company,  which  now  bills  itself  as  "America's 
oldest  chemist  and  perfumer,"  to  turn  a  profit  this  year.  If  so, 
the  venerable  Caswell-Massey  will  once  again  give  off  the 
smell  of  success. 

By  Monica  Roman  in  New  York 


PAT  LUDWICK:  KICKING  THE  TIRES 

FOR  USED-CAR  BUYERS 


Like  many  entrctjreneiii^.  Patrick  A.  Ludwick  found  inspira- 
tion for  a  new  business  close  to  home.  Back  in  1988,  Lud- 
wick noticed  that  he  was  spending  big  bucks  to  repair  the  used 
cars  driven  by  his  three  teenage  f'^ster  sons.  He  sold  his  stake 
in  an  office-products  company  a.  1  founded  Auto  Critic  of 
America  Inc.  to  inspect  second-hand  ■  ars  for  potential  buyers. 

For  about  $69,  the  Dallas-based  co:^n;iny  and  its  franchisees 
send  out  a  licensed  mechanic  in  a  speciail)  equipped  van  to  any 
location  the  customer  wants.  In  less  than  an  hour.  Auto  Critic 
perform.-;  a  90-point  inspection  covering  everything  from  head- 


lights to  the  underbody. 
Each  item  is  graded  on  a 
letter  scale  from  A — 
meaning  like  new — to 
F — a  safety  problem 
that  needs  immediate  at- 
tention. In  return,  cus- 
tomers must  sign  a  dis- 
claimer releasing  Auto 
Critic  from  any  liability. 
Since  it  doesn't  do  re- 
pairs, the  company 
claims  it's  unbiased. 

Auto  Critic  and  its 
franchisees  have  outlets 
in  12  cities  stretching 
from  Tacoma,  Wash.,  to 
Fort  Lauderdale,  Fla. 
Ludwick  aims  to  add 
several  franchises  a 
month  and  says  he  has 
gotten  inquiries  from  as 
far  away  as  Australia. 

The  recession  could  be  a  boon  to  Auto  Critic  if  more  drivei 
settle  for  used  cars.  "I  thought  the  economy  was  going  to  be 
major  obstacle,  but  it's  been  a  huge  help,"  says  Ludwick,  wh 
has  never  owned  a  new  car.  Ludwick,  27,  recently  bought  oi 
his  partners  and  expects  Auto  Critic  to  turn  its  first  profit  th 
year  on  revenues  of  $750,000.  It  looks  as  if  the  lemons  lurkin 
on  used-car  lots  are  turning  to  sweet  lemonade  for  LudwicI 

By  Wendy  Zellner  in  Dalit 


TRENDS I 


FASCINATING  FACTS 

FROM  THE  FRANCHISE  FRONT 


What  does  the  typi- 
cal franchisee  look 
like?  He  or  she  is 
likely  to  be  affluent,  mature, 
and  experienced,  according 
to  a  recent  report  by  Fran- 
corp  Inc.,  a  consulting  firm 
based  in  Olympia  Fields,  111. 

Even  so,  a  franchise  can 
be  a  ticket  to  business  own- 
ership for  folks  who  don't 
have  a  white-collar  back- 
ground or  who  lack  a  college 
degree,  reveals  Francorp's 
survey  of  265  North  Ameri- 
can companies  offering  fran- 


chises for  sale.  Almost  IS?' 
are  sold  to  blue-collar  work 
ers  and  nearly  60%  to  peopl 
who  did  not  finish  college. 

The  "mom-and-pop"  busi 
ness  is  very  much  alive 
the  franchise  world.  More 
than  42%  of  franchises  a« 
purchased  by  husband-and 
wife  teams,  though  thest 
days  mom  may  be  a  CPA  anc 
pop  a  marketing  exec  weary 
of  corporate  life.  About  25^ 
of  franchises  are  sold  to  so- 
called  corporate  dropouts 
says  Francorp. 


A  SNAPSHOT  OF  THE  FRANCHISE  BUYER 


Median  figures 

ANNUAL  INCOME  BEFORE  BUYING  FRANCHISE 

$50,000 

NET  WORTH 

$200,000 

AGE 

40 

TOTAL  INITIAL  INVESTMENT 

$98,000 

FRANCHISE  FEE 

$20,000 

DATA:  FRANCORP  INC. 

70  BUSINESS  '.VEEK/MAYfj,  1991 


ENTERPRI: 


Even  the  strangest  birds  are  packaging  experts. 


Ampules  and  egg  shells 
both  serve  to  protect  their 
precious  contents.  Both 
have  to  open  easily,  and 
both  come  in  a  variety  of 
colors  and  shapes. 


Eggs  all  have  a  common  pur- 
pose —  to  protect  their  precious 
contents.  Their  calcium  shells 
form  a  perfect,  sturdy  package  to 
shield  baby  chicks,  yet  they  are 
easily  opened  when  the  time  is 
right.  On  the  other  hand,  their 
colors  and  shapes  vary  to  suit 
the  bird's  environment. 

 Ampules,    made  from 

Schott  neutral  glass,  also  do  a 
perfect  job  of  protecting  the 
liquid  medications  they  contain. 

 With  non-porous,  neutral 

glass  ampules  the  medications 
remain  stable.  This  in  turn  en- 
sures a  longer  shelf  life. 

 And   they   couldn't  be 

easier  to  open.  Built-in  snap-off 


points  are  electronically  micro- 
scratched  on  the  neck  of  the 
ampule  with  an  accuracy  of 
4/100,000  of  an  inch.  The  neck 
breaks  off  quickly  and  cleanly. 

 Ampules  vary  in  shape 

and  color  according  to  their  use. 
For  example,  light-sensitive  drugs 
are  packaged  in  protective 
brown  glass.  Double-neck  ver- 
sions are  available  for  oral  use. 
A  blue  line  identifies  quality  in- 
jection ampules  made  from 
Schott  neutral  glass. 

 Special   glass  ampules 

are  just  one  example  of  how 
Schott's  innovative  development 
responds  to  specific  needs.  In 
today's  world,  special  glass  helps 


keep  technology  advancing. 

 Schott  worldwide:  50,000 

products,  50  production  facil- 
ities, represented  in  more  than 
100  countries,  with  over  $  1  bil- 
lion in  sales. 

_  _  Schott  in  North  America: 
11  companies  employing  more 
than  1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B  35,  3  Odell  Plaza, 
Yonkers,  NY  10701. 

a  SCHOTT 

Nobody  knows  more  about  glass. 


Invest  In 
Diamonds. 


Introducing  the  DiamondTel®  99X  Portable  by  Mitsubishi  Electronics.  Shown 
here  actual  size,  it  is  one  of  the  smallest  cellular  telephones  in  the  world. 

Tiny  enough  to  cradle  in  the  palm  of  your  hand,  die  DiamondTel®  99X  weighs 
;  a  mere  10. 5  ounces.  Yet  it  has  today's  most  advanced  features  and  gives  you  up  to 
'•  1 '  / :  [  I  cirs  talk  time  with  our  high  capacity  battery. 

^         ^  chooa?  the  DiamondTel®  92  Mobile/Transportable.  At  only  4.3  pounds,  it's 

one  htcst  transportables  made.  It  mounts  in  your  car,  then  snaps  out 

i  insta  here  you  go. 

[       Ho:        ,  -ivest  in  diamonds?  Ask  for  DiamondTel®  at  your  cellular  dealer. 

^Diamondler 

.  91  Mitsubishi  Electronics  America,  Inc.,  800  Biermann  Coun,  Mount  Prospect,  IL  60056  (708)298-9223 


AUDI'S  INNOVATIVE  SAFETY  FEATURES 
DO  MORE  THAN  BUILD  ABETFER  CAR, 
THEY  BUILD  CONFIDENCE 


^^^^^   Having  examined  ail  of 
^BB^   Audi's  safety  features, 
you'd  probably  find  it  challenging 
trying  to  deternnine  whicfi  one  in- 
spires the  most  confidence 

Would  the  distinction  fall  on  our 
Automatic  Front  Seatbelt  Tension- 
ing System  or  driver's  side  air  bag-* 

Does  It  belong  to  the  hands-free 
voice-activated  cellular  telephone 
that  lets  you  keep  your  eyes  on  the 
road  and  your  hands  on  the  wheel? 

How  about  all-wheel  Quattro" 
drive''  Logically  speaking, 
everything  points 


to  the  Anti-Lock  Brakes:  An  electro- 
mechanical system  so  sophisticated 
It  can  modulate  pressure  up  to  15 
times  a  second,  react  instantane- 
ously to  the  steepness  of  a  hill  or  the 
"g"  forces  of  a  turn. 

Ironically,  we  would  assert  that 
It  IS  none  of  the  above. 

The  most  confidence- building 
feature  in  an  Audi  is  none  other 

GOOD 

TAKE  CONTROL 


than  control.  Granted,  control  can't 
be  touched,  activated  or,  for  that 
matter,  seen. 

It  can't  be  turned  on  or  off  with 
the  flick  of  a  switch. 

But  make  no  mistake  about  it. 
From  the  moment  you  place  your  key 
in  the  Ignition,  it's  there. 
It's  working. 
And  It's  quite  real. 
Moreover,  were  you  to  ask  Audi 
drivers  about  control,  chances  are 
you'd  hear  the  same  thing. 

it's  the  one  safety  feature  they 
can't  live  without. 


GDOO 


F/il 


O  I'^'^l  Audi  of  Americi 


THE  BUSINESS  OF  THE  PGA  TOUR 


NHODUCIION 

By  Boh  Hope 


What  started  fifty  or 
\f  :\  .  )  sixty  years  ago  when 
tournaments  were 
played  all  over  the 
country  has  devel- 
oped into  a  big  husi- 
;.  For  instance,  in  the  middle  forties, 
3n  Nelson  won  eleven  tournaments 
row.  The  total  amount  ot  money  he 
1  for  all  eleven  was  somewhere  near 
thirty  thousand  dollar  mark.  It  he 
1  all  those  today,  he  would  walk  away 
1  about  a  million  and  a  half  dollars, 
lore,  and  about  two  or  three  million 
ig  commercials. 

Golf  is  more  American  today  than 
iball  or  mom's  apple  pie.  When  busi- 
smeii  travel  around  the  country,  they 
I't  pack  a  Louisville  Slugger  and  a  first 
iman's  mitt  with  them.  No,  they  carry  a  golt  bag.  Executives 
I't  sit  around  the  clubhouse  and  settle  bets  about  mom's  apple 

They  argue  about  who  was  closest  to  the  pin  on  1  3  am.!  who 
is  whom  how  much  because  ot  a  lucky  bounce  on  16. 

Golf  has  grown  steadily  in  this  country.  Years  ago,  people 
d  to  drive  by  the  golt  courses  ot  America  and  shout  insults  out 

window  at  the  sissies  in  knickers  hitting  a  little  white  ball 
und  a  cow  pasture.  Then  they  started  to  watch  the  game  on 
."vision.  They  saw  Arnold  Palmer  leading  his  army  of  follow- 
over  the  fairways  and  around  the  bunkers  right  to  the  bank. 

A  lot  of  people  thought  the  Senior  TOUR  would  turn  out 
be  a  burial  ground  tor  the  Regular  TOUR.  How  wrong  they 
re.  Last  year,  thanks  to  the  Mighty  Mex,  the  Grecian  Formula 
1  Poli-Grip  crowd  showed  the  youngsters  they  can  still  swing 
.  a  golf  club,  that  is.  When  Lee  Trevino  edged  out  Greg 
rman  in  total  earnings,  they  say  the  Geritol  was  flowing  like 
Cer  in  locker  rooms  all  over  the  country. 

The  PGA  TOUR  pros  long  ago  passed  Oklahoma  oil  mil- 


lionaires in  their  ability  to  extract  money 
out  ot  holes  in  the  ground.  Those  new 
kids  are  raking  in  so  much  cash  out  there, 
a  TOUR  caddy  doesn't  stand  a  chance 
tniless  he  also  kniiws  the  Pow  Jones 
industrials  and  the  prime  interest  rate. 

During  my  recent  trip  to  Saudi 
Arabia,  I  saw  many  bizarre  sights,  like  a 
imel.  The  camel  is  what  you  might  get 
:t  you  asked  Congress  to  design  a  horse. 
I  he  strangest  sight  I  saw,  though,  was  a 
group  ot  servicemen  playing  golf  in  the 
desert.  In  the  desert!  The  troops  stationed 
m  that  desolate  part  ot  the  world  fash- 
ioned their  own  counti7  club  by  oiling 
down  and  rolling  the  sand  to  create  the 
tairways  and  the  greens.  They  carried  a 
patch  ot  Astroturf  with  them  to  put  under 
the  ball  tor  each  slmt  on  the  fairway. 
Golt  has  made  contributions  to  our  nation  in  other  ways, 
too.  Our  yearly  tournament  outside  ot  Palm  Springs  has  practi- 
cally built  the  Eisenhower  Medical  Center.  Over  the  years  I've 
hosted  that  event  I've  played  with  the  top  touring  profession- 
als; I've  walked  along  the  fairways  with  statesmen,  senators,  and 
congressmen;  I've  even  hidden  a  tew  times  while  Jerry  Ford  was 
teeing  up.  But  that  one  golf  tournament  has  earned  over  $22 
million  tor  many  charities  in  and  around  the  Palm  Springs  area. 

The  unique  appeal  of  golf  is  universal.  It  knows  no  nation- 
ality. Golt  is  popular  anywhere  there's  room  to  plant  some  grass, 
add  some  sand  and  stick  a  flag  in  the  ground. 

The  game  of  golt  has  done  a  lot  tor  America.  It  took  stress, 
heartbreak,  and  grief  out  of  the  workplace  and  put  it  on  the  links 
where  it  belongs.  It  taught  executives  all  across  the  natiim  that 
no  matter  how  bleak  things  look  on  their  corporate  books,  they 
can  never  be  as  bad  as  that  putt  last  Saturday  on  the  1 8th.  It 
taught  us  all  to  relax  and  have  fun,  it  not  during  the  first  eighteen 
holes,  at  least  at  the  19th  hole.  LJ 
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THE  BUSINESSOF  THE  PGA  TOUR 

On  and  off  the  Course 


Anyunc  w  ith  a  touch  dt 
charisma  who  is  also 
proticit-nt  enough  at  ^olt 
to  win  $1  million  a  year 
on  the  PGA  TOUR 
shiHiid  he  ahle  to  parlay 
the  conihmation  tor  ahout  $12  million  a 
year  in  loose  change  ott  the  course.  That's 
consklerahK'  more  iricome  than  is  generat- 
ed ott  the  playmi;  tields  hy  any  ot  the 
nation's  most  hi,uhly  \  isihle  team  sports 
heroes  such  as  Joe  Montana,  Bo  Jackson, 
Mich.iel  Joixlan  or  Wayne  Ciret:ky. 

Gre.L;  Norman,  the  Australian  White 
Sliark  who  is  the  most  marketable  person- 
ality of  the  rei^iilars  on  the  PGA  TOUR 
these  days,  said  he  was  making  10  to  1 2  times 
oti  the  course  what  he  won  on  it.  That  puts 
him  m  the  $10  million  to  $1 2  million  brack- 
et since  he  led  the  PGA  TOUR  m  1^)^)0 
earnings  with  $1 ,165,477.  Much  of  his  oLit- 
side  income  is  t^enerated  hy  two  do:en 
endi>rsement  contracts  around  the  world 
with  such  companies  as  Lexus  autos,  Qantas 
Airlines,  Reehok  shoes  and  Acuhni,  an  Austnilian  hat  maker. 

Halt  a  dozen  athlete  agents  aj^reed  that  Norman  made  dou- 
ble what  Montana,  Jackson,  Jordan  or  Gretzky  made  hy  moon- 
li.yhtin^.  Ot  course,  those  team  athletes  make  more  in  salary  than 
the  top  TOiJR  yolter  makes  in  winnings  each  year.  Rut  the  resu't 
is  that  Norman  and  some  other  ^'olters  earn  considerably  more 
money  trom  .ill  sources  than  do  these  well-known  tin  itball,  base- 
ball, basketball  ,ind  hockey  players. 

Tom  Watson's  lawyer-a<^ent.  Chuck  Rubin,  said,  "Simple 
demographics.  It's  tairly  intrecjuent  that  a  present  day  captain 
ot  industry  and  decision-maker  about  corporate  spending  yets 
to  play  totir  downs  with  Joe  Montana.  It's  more  likely  he  would 
play  18  holes  with  Tom  Watson  or  Lee 
Trevino.  Not  only  would  he  pay  tor  the 


I 

I 


\\/'a\ni.'  Lcii  ciiiii  jiimih  ai  hume. 

''Maybe  I  can  even  predict 
what  I'll  make  in  golf  this 
year  better  than  I  can  predict 
what  we'll  make  in  oil." 


BY  GORDON  S.  WHITE,  JR. 


privilei^e  but  the  rinmci  ot  golf  creates 
critical  mass  that  generates  the  rest  of  th 
relation.ships." 

Goiters  employ  many  differ 
approaches  to  making  money  such 
Wayne  Levi  playing  the  stock  market,  I 
Sutton's  oil  drilling  company  and  Pe 
Jacobsen  promoting  exhibitioii  hocl 
games  in  Portland,  OR.  However,  a  nu 
her  ot  common  eneleax'ors  include  t 
ubiL|Liitous  professional  athlete  endor 
ment  contracts  represented  hy  all  thi 
logos  on  shirts,  \  isors,  hats  and  golf  ba 
Also,  many  of  the  PGA  TOUR  pros 
being  paid  as  golf  course  ciesigners  or  arc 
tects  although  some  are  doing  no  m( 
than  lending  their  name  to  a  new  cou 
design  for  a  fee.  A  number  of  active 
semi-retired  competitors  are  cloing  tele 
sion  commentary  ot  tournaments.  Tb 
include  Johnny  Miller,  Peter  Jacobs( 
Gary  Koch,  Bob  Murphy,  Ma 
McCumber,  Gary  McCord,  and  Ja 
Nicklaus.  Ken  Venturi,  Dave  Marr, 
Sneed,  Bob  Rosburg,  Bob  Goalby  and  Tom  Weiskopt  are  soi 
ot  the  retired  pros  who  have  long  been  successful  in  televisic 
The  large  diversity  in  extra  income  sources  began  w 
Arnold  Palmer  back  in  the  early  sixties  when  he  was  at  the  t 
ot  his  game.  Then  came  Jack  Nicklaus  with  his  record  20  ma| 
championships  and  growing  business  empire.  The  Golden  B< 
seemed  to  ha\'e  a  goklen  touch. 

Arnold  Palmer  Enterprises,  a  Pennsylvania  company,  a 
Golden  Bear  Inc.,  headc|uartered  in  FKirida,  are  multi-milli 
dollar  operations  headed  by  the  two  men  who  successively  do 
inated  the  sport  trom  the  late  titties  to  the  mid-seventies  a 
who  are  now  the  leading  corporate  figures  to  come  out  of  cO| 
petiti\'e  golt.  Despite  some  financial  trij 
bogeys  over  the  years  these  compan 
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litis  ,s/)ukes|)erso)i  Ben  Crenshaw  (rij^ht)  says  his  ojj-course  earnings  arc  twice  as  much  as  his  im-cimrse  u  inmii.t; 


ive  done  well  with  such  enterprises  as 
Drldwide  golf  course  construction  and 
rvelopment,  clothing  lines  and  golt  club 
irapanies.  Palmer  has  half  a  dozen  auto- 
obile  dealerships  and  he  remains  one  of 
le  most  recognizable  sports  figures  in  the 
orld  while  he  does  TV  commercials  ior 
mnzoil,  Lanier,  Merrill  Lynch  and  other 
)mpanies. 

Arnie  is  said  to  be  earning  about  100 
mes  what  he  makes  on  the  course  and 
icklaus  is  doing  as  well.  Their  compa- 
ies,  which  can  earn  a  few  million  dollars 
er  job,  have  designed  over  300  golt 
curses  around  the  world  with  many  more 
1  the  talking  stages.  Most  ot  this  course 
ork  has  been  done  in  the  last  15  years. 

Tom  Watson,  the  hist  man  to  domi- 
ate  the  PGA  TOUR  when  he  succeed- 
i  Jack  Nicklaus  as  king  ot  the  circuit  from 
977  through  1984,  has  the  usual  endorse- 
lent  contracts  with  companies  such  as 
-oca-Cola,  Ram  and  Izod.  He  is  also  busy 
5  an  architect  ot  golf  courses  alter  a  fiir- 
/  successful  start  a  tew  years  ago  with  the 
onstruction  of  the  Spanish  Bay  course 
djacent  to  Pebble  Beach  in  Calitornia. 

Watson  earns  about  $1  million  plus 
xpenses  tor  considerable  time  and  etfort 
"1  designing  and  building  a  course. 

Ben  Crenshaw  says  his  off-course 


income  is  mtire  than  twice  as  much  as  his 
winnings  ot  $784,288  over  the  last  two 
years.  Like  Watson,  he  has  cndtirsement 
contracts  and  is  a  serious  golf  course 
designer  who  cherishes  the  traditions  ot 
the  game  and  thus  loves  the  style  ot 
courses  built  over  50  years  ago.  Ben  is 
seen  otten  in  a  Buick  TV  commercial. 
Mark  McCumber  was  doint:  well  in 


"\  was  really  more  or  less 

forced  to  go  pro  if  I 
wanted  to  see  how  good 
my  game  would  become/' 


a  tamily  landscaping  design  business 
when,  at  age  27,  he  joined  the  PGA 
TOUR  in  1978.  Now  that  family  busi- 
ness in  Jacksonville,  FL,  is  McCumber 
Golt,  which  has  a  division  called  Mark 
McCumber  and  Associates,  a  golf  course 
design  company. 

Building  very  playable  courses  such 
as  Marsh  Creek  in  St.  Augustine,  FL, 
Mark  and  his  brother,  Jim,  run  the  golt 
architecture  business  that  has  on-going 
projects  in  Japan,  Malaysia,  Canada  and 
Europe  as  well  as  the  United  States.  They 
have  gone  into  owning  and  managing 


public  courses  they 
build  in  the  U.S. 
and  Mark  has  per- 
sonally in\'ested 
in  st)uth  Florida 
'  minge  groves. 

Hal  Sutton 
won  the  1980 
United    St  a  t  e  s 

  amateur  champi- 

b        ^^^H^^^^B  onship 

it  thought 
betore  deciding  to 
turn  pro. 

"1  was  really 
more  or  less  torced 
to  go  pro  it  I  want- 
ed to  see  how  good 
my  game  would 
become,"  Sutton 
said. 

He  could  have 
gone  home  to 
Shreveport,  LA, 
remained  in  his  father's  oil  drilling  and 
exploration  company,  Jeams  Bayou 
Production  Company,  and  lived  happily 
ever  after.  Instead  he  chose  to  do  both: 
play  golt  tor  money  and  wtirk  with  his 
father,  Howard  Sutton.  They  tormed  a 
second  oil  rig  company,  Sutton 
Enterprises,  a  tew  years  ago  with  tather 
and  son  each  owning  50  percent. 

The  1983  PGA  TOUR  ChampiiMi 
who  has  not  won  since  two  victories  in 
1986,  Sutton  said  he  and  his  wite,  Jennifer, 
are  living  on  his  golt  earnings  these  days 
while  they  put  everything  they  make  from 
oil  drilling  hack  into  the  company. 

"The  oil  business  is  as  volatile  right 
now  as  my  golt."  Sutton  said.  "Maybe  1 
can  even  predict  what  I'll  make  in  golt 
this  year  better  than  I  can  predict  what 
we'll  make  in  oil." 

Bitten  by  the  Wall  Street  bug  after 
hitting  a  big  one  during  the  oil  crunch  ot 
the  seventies,  Wayne  Levi  is  also  in  a  bit 
ot  the  guessing  or  predicting  game,  and  a 
risky  game  at  that.  The  38-year-old 
TOUR  pro  from  New  Hartford,  NY,  who 
surged  to  the  forefront  last  year  with  four 
victories  and  became  1990  PGA  TOUR 
Player  of  the  Year,  more  than  doubled  his 
previous  best  money  year  by  winning 
$1,024,647,  second  only  to  Norman. 


MAY  6,  1991/BUSINtSS  WEEK       PGA  5 


li 


THE  BUSINESS  OF  THE  PGA  TOUR 

Pcspitc  oppci!  iLinirics  to  make  a  lot 
more  mctney  off  the  course,  Levi  sticks  to 
his  love  ot  the  market  and  settles  for  less 
money  and  more  time  with  his  family. 

"What  really  set  me  ott,"  Levi  said, 
"\va^  that  I  hoLiyht  a  little  oil  company 
and  made  an  enormous  amount  of 
money  that  was  sort  oi  heginner's  luck 
hack  in  the  seventies  during  the  oil 

'^You've  got  to  be  able  to 
relate  to  people  and  communicate 
with  everybody  whether  it's 
a  CEO  or  a  janitor 
cleaning  out  the  john." 

crunch.  It  was  the  second  or  third  stock 
1  hought.  1  can't  even  rememher  the 
name  ot  the  stiick.  It  was  a  shell  ot  a 
company.  But  the  stock  went  from  $2.25 
to  $14  m  no  more  than  a  month  and  1 
made  well  over  six  figures." 

Peter  Jacobsen,  the  tlamhoyant 
Oregonian,  is  probably  the  only  pro  who 
would  tackle  a  streaker  on  the  18th  green 
as  he  did  betore  thousands  ot  cheering 
fans  and  millions  ot  T\'  watchers  in  the 


Peter  jacabsen  with  his  hjhtu  cighi  ^olf  haj;. 


closing  minutes  ot  the  1985  British  Open. 
This  is  the  go-tor-it  approach  that  has 
made  this  charining  character  a  wealthy 
man  through  numerous  ventures. 

Jacobsen's  businesses  are  largely 
under  the  umbrella  of  Peter  Jacobsen 
Pn)ductions.  Last  year  this  outfit  staged 
an  exhibition  hockey  match  between 
the  Russian  national  team  and  an 
American  squad  and  P.J. P.  stages  a  big 
charity  golf  tournament  in  Portland 
every  year.  Peter  and  his  brother,  David, 
have  another  company,  Far  West  Turt 
Equipment  Inc.,  that  distributes 
Kushman  and  Ryan  equipment.  That 
includes  heavy  duty  machinery  used  for 
mowing  golf  courses  and  parks,  golf  carts 
and  industrial  vehicles  for  driving 
around  warehouses  and  factories. 

Six  years  ago  Peter  started  a  company 
that  makes  a  wonderful  little  Sunday  bag 
of  pure  leather.  The  specially  desigiied 
golf  bag  IS  lightweight  and  will  last. 

"I've  kind  ot  learned  as  I've  gone 
along,"  Peter  said.  "Result  is  I've  made  a  lot 
ot  mistakes.  But  we're  not  doing  too  badly." 

His  latest  project  involves  teaming 
with  Jack  Lemmon  and  Sean  Conner^'  to 
produce  a  movie  ot  "Golf  and  the 
Kingdom",  a  book 
written  20  years 
ago  by  Michael 
Murphy.  Jacobsen 
and  Lemmon  have 
been  a  pro-am 
team  for  years  m 
the  AT&T  Pebble 
Beach  National 
Pro-Am,  formerly 
the  Bing  Crosby 
Pro-Am. 

Jacobsen  and 
Norman  are  among 
the  most  chamiing, 
extro\'erted  golfers 
who  wiiw  'em  at 
the  top  corporate 
le\  els.  And  oh  how 
the  big  spenders 
like  to  associate 
with  the  goiters.  It 
pays  oft  well  tor 
the  36-year-old 
Norman,  who  ad- 
mits to  a  character 


jack  I\licklaiis ,  course 


defect  as  a  young  mari,  explained  how 
saw  his  own  potential  ancJ  what  he  cJid 
make  the  most  of  it. 

"I'll  never  forget  when  I  was  2 1  or  2 
and  I  was  a  shy,  introverted  guy  I  said  t 
myself,  'If  you're  ever  going  to  be  sui 
cessful  in  your  job  then  you've  got  to  b 
an  extrovert.  You've  got  to  be  able  t 
relate  to  people  and  communicate  wit 
everybody  whether  it's  a  CEO  or  a  jam 
tor  cleaning  out  the  ]ohn.' 

"When  1  started  winnirig  in  '76  an 
'77, 1  was  making  the  change  in  my  whol 
psyche.  I  saw  how  a  lot  of  the  successti 
players  were  good  at  the  PR  departmen 
It  worked  out  to  be  beneficial.  I  not  onl 
worked  on  my  game  but  on  my  persona 
ity  to  create  a  family  image  with  peopli 
It  really  didn't  start  paying  off  until  th 
last  four  or  ti\'e  years. 

"I've  been  fortunate." 

He's  been  fortunate  enough  so  th 
last  fall  he  bought  one  sixth  ot  the  Cobr 
company  ot  California  that  makes  go 
clubs.  He  sees  this  as  a  wonderful  chanc 
tor  long  range  investment  in  a  ci>mpan 
he  can  help  shape. 

Norman  and  Jacobsen  are  also  i 
the  golf  course  design  business.  Norma 
can  demand  top  dollar.  Jacobsen,  wit 
his  wit  and  honesty  said,  "I  would  no 
call  myself  an  architect.  I'd  call  myse 
a  consultant."  _ 
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innovative  Business  Solutions 

Th  ]?pal  Business  Needs. 


You  don't  achieve  new  business  goals  by  looking  at  things  the  same 
old  way.  New  business  needs  demand  new  thinking.  Sharp  Thinking 
about  business  technology  that  works  the  way  you  work  today. 
•Sharp  Thinking  created  the  first  high-resolution  VGA  notebook 

computer  small  enough  to  fit  in  your  briefcase,  the  powerful  Wizard 
Electronic  Organizer,  the  world's  first  desktop  full-color  fax  and  the 
high-performance  Masters  Series  Copier/Duplicator. 

Creating  high-quality  products  that  meet  your  needs  made 
Sharp  copiers  number  one  in  customer  satisfaction.  And  made  Sharp 
the  number  one  selling  fax  brand  in  America. 

Sharp  Thinking.  It's  built  into  hundreds  of  innovative  Sharp 
products.  It's  behind  our  comprehensive  dealer  programs  that 
provide  your  business  with  total  service  and  support  long  after  your 
purchase.  And  now  the  Sharp  National  Account  Program  (SNAP) 
offers  the  same  benefits  to  large  businesses. 

To  learn  what  Sharp  Thinking  can  do  for  your  business, 

call  1-800-BE  SHARP 

ie,lQQ1  RharnFlPntrnnirsCorDOratlon  ' 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS" 
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If  YoumritTJce  OurW)K! 
Hiat  AYonex  Club  Hit  A  M  412  Yawls, 

HowAboutTheWordOfTheLord? 


There  is  one  authority  you  just  don't  question. 
That  of  the  Lord.  Lord  Iveagh,  that  is.  Also  known 
as  Benjamin  Guinness.  And  according  to  his  book, 
the  Guinness  Book  of  Records  1991,  a  Yonex 
A.D.X.  Driver  hit  the  longest  measured  golf  drive 
in  a  PGA.  sanctioned  event.  An  unbelievable  412 
yards  to  be  exact. 

Impressive.  But  what's  more  impressive  is  the 
reason  only  a  Yonex  Driver  was  able  to  accomplish 
this  miraculous  feat. 

Simply  put,  Yonex  has  developed  both  their 
woods  and  irons  with  a  unique  aerodynamic 
shape.  They're  called  WideBodies.  And  because  of 
their  aerodynamics,  they  offer  less  wind  resistance. 
So  you  get  more  clubhead  speed.  And  as  Guinness 
has  verified,  consistently  greater  distance. 

Of  even  more  importance,  is  the  fact  that  the 
WideBody's  much  deeper  center  of  gravity  creates 
a  20%  larger  sweet  spot.  So  you  get  fewer  hooks 
and  slices.  For  improved  accuracy.  And  Lord  ! 
knows  how  very  important  that  is.  i 

Playing  with  Yonex  WideBody  clubs  may 
not  put  you  into  the  Guinness  Book.  But  they 
will  eliminate  taking  the  Lord's  name  in  vain  on 
the  golf  course. 
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THE  BUSINESS  OF  THE  PGA  TOUR 

INNERS 


In  the  early 
1970.S,  when  the 
names  ot  PUA 
TOUR  events 
became  Km.Ljer 
than  a  British 
aristocrat,  many 
people  ^nlckered.  They  aren't 
snickering  anymore. 

This  year,  35  of  the  PGA 
tour's  44  official  tournaments 
carry  corporate  titles.  Golt  intro- 
cKiced  corporate  sponsorship  to 
professional  sports,  and  it's  been 
mostly  lo\  e-lo\  e  e\  er  since. 

"People  hiLiyhed  at  ijolt  tor 
domi^  It,"  said  LXive  Lancer,  the 
tour's  assistant  director  oi 
pLihlic  relations.  "We  were  ahead 
ot  the  curve.  Now  we're  sort  ot 
the  model  tor  how  to  lIo  it." 

A  tew  tournaments,  most 
notahly  the  Memorial,  The 
hiternational,  the  Las  Vef^as 
ln\'.,  ant^l  the  Oanadian  Open, 

lack  cor|Miraie  names  in  their   

title.  Rui  hehiiul-i he-scenes  sponsorship  is  everywhere. 

The  li.iison  with  .American  business  enableel  the  PGA 
TOUR  to  coniribuie  a  record  $20.2  million  to  charitable  orya- 
ni:ations  l.isi  year.  Wiihout  cc^rporate  invoU-ement,  that 
woLikln't  haw  b(.-en  ]''ossible. 

While  such  u'lodu  ill  IS  commendable,  it  isn't  the  prima- 
ry reason  most  comjMnies  w  niure  into  the  ,t;olt  business.  After 
all,  such  undert.ikiHL;  usualK  rei.[uires  a  minimum  commit- 
ment ot  several  milli  on  J.ollars. 

From  the  Infinii  i  )  ■  i  ii  iiament  ot  Champions  to  the  K  mart 
Greater  Greensboro  I  •  .  I'.ihv  ■;:  'Mitives 
are  clear:  enhance  i.:  ' ;h  ,  ci,  tain 


PGA  TOUR 


teller,  Lit  ihc  Ihiick  (.  )pcn.  Hin^k  /ui\  ■^pnnsiircd 
the  unirnamcnt  since  I'-'.'iiS. 


BY  MARK  SOLTAU 


clients  and  help  sell  produc 

"We  were  looking  tor  so 
thing  to  have  our  name  attach 
to,  something  of  natiotial  pron 
nence,"    said  Donald 
Campbell,  director  of  spec 
promotions  for  MCL 
looked  at  a  whole  laundry  list 
opportunities:  opera,  ballet, 
NCAA  Final  Fc^ur  and  tennis 
In  1987,  the  Washingtc 
DC,  company  opted  for 
PGA  TOUR,  attaching  its  na 
to  the  Heritage  Classic 
Harbour  Town  Golf  Links 
Hilton  Head  Island,  SC.  MCI 
so  happy  with  the  results, 
extended  the  contract  last  ye 
through  1994. 

"We've  been  very  pleasi 
with  what  we've  gotten 
Campbell  said.  "We  benefit  fro 
having  our  name  atop  tl 
Heritage  Classic. " 

Why  golf?  Campbell  cit< 

  three  reasons: 

"No.  1 ,  tor  image  and  goodwill.  You  own  golt  tor  a  week, 
gets  you  into  the  door  ot  America's  largest  companies. 

"No.  2,  It's  a  iiniciue  way  to  say  to  your  customers,  'Than 
tor  your  business.' 

"No.  3,  we  get  some  shine  out  ot  what  we  do  with  netwoi 
tele\  ision.  We  introduce  new  products  and  services." 

In  19(S6,  AT&T  took  over  sponsiirship  of  arguab 
America's  most  entertaining  tournament,  the  Bing  Crosl 
National  Pro-Am  at  Pebble  Beach.  Criisby's  widow,  Kathryi 
withdrew  the  family  name,  because  Bing  disapproved  of  corpt 
rate  titles,  although  sons  Harry  an 


Nathaniel  remain  active  with  the  event 
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THE  FIRST  RULE  IN  GOLF: 

"SM  AWAY  FROM  TROUBLE." 


earn  Toyota  professional  golfers  pictured  from  left  to  right:  Charles  Sifford,  Greg  Twiggs.  Walter  Zembriski,  Dare  Hill,  Don  Massengale.  Hinnero  Blainas. 
Don  January.  Boh  Erne.  Mark  Pfeil.  Charles  Coody.  Tom  Shaw.J.  C.  Snead  Mark  OMcara.  Chi  Chi  Rodriguez.  Mike  Hill. 


Where  can  you  go  to  get  away  from  trouble? 
For  thousands  of  Americans,  the  answer  is  as  close 
as  their  garage.  Which  is  where  they  keep  their 
Toyota  Cressida.  Because  for  the  third  time  in  the 
past  four  years,  Cressida  has  been  ranked  the  Most 
Trouble-Free  Car  in  America  by  the  J.D.  Power  and 
Associates  automotive  research  company* 

Besides,  initial  quality  isn't  the  only  club  in 
Cressidas  bag.  Styling  and  luxury  for  example,  have 
always  been  considered  two  of  the  strongest  parts  of 


Cressidas  game.  And  its  190  hp,  3.0-liter,  6-cylinder 
engine  ranks  it  as  one  of  the  most  powerful  players 
in  its  class. 

So  even  if  you  don't  play  golf,  you  can  still 
take  a  tip  from  the  pros.  Drive  a  Toyota  Cressida. 
And  help  leave  your  troubles  behind. 

"/  love  what  you  do  for  me" 

(®  TOYOTA 


*J.D.  Power  and  Associates  1987.  1988  and  1990  Initial  Quality  Surveys."  Based  on  owner-reported  problems  during  the  first  90  days  of  ow  nership. 

Ciet  More  From  Life. . .  Buckle  I  p!  ci  1991  Toyota  Motor  Sales,  U.S.A.,  Inc. 


THE  BUSINESS  OF  THE  PGA  TOUR 


Fiiiis  )icl  (I  chance  to  sec  then  jimnitc  />/d\i'vs  k/)  clasc  durm;i  s/iont-oid  c(i)ii|)c'tin(in ,  Lti)T\  Mi;c  imcs  up  a  putt  at  anc  aj  the  j'Hipiilar  Merrill  Lynch  s/kkiI-ou 

Last  year,  the  company  picked  i 


nes]iite  gloomy  torecasts,  the  tour- 
n;inient  has  continued  t(  >  tli  Hiri>h.  For  the 
seconi.1  ci insecutiv  e  year,  the  e\  ent  raised 
more  than  $1  milHon  tor  ch.irity. 

"It's  hcen  \ery  positise,"  saKl  jim 
MernL;an,  (.liv  ision  manai^er  lor  New  York- 
based  AT&T.  "Basically,  it  w  as  a  situation 
where  we  e\'aluated  our  clients  and  ,L;olt 
was  (in  top.  EiL;ht\  -si\  |icrcent  ot  business 


'  Merritjan  sakl.  "It'; 


Pleased  with  the  Hc'vittiiJL'  Classic  resul  '  '  1C,7 
extended  its  cantract  last  year  t/ir()!(,i;/i  1'"'- 


e.\ecuti\'es  play  the  yame  or  use  it  to  estab- 
lish themselves  or  relationships." 

AT&T's  contract  expires  next  year, 
an^l  the  company  is  already  ne,>^i»tiatin,y  a 
new  Lleal. 

"It's  L,'ieat  expi  isure, 
a  yatherin^  ( it  ci  >r|^orate 
America.  Tennis  is  sec- 
ond, but  not  that  close." 

This  year,  AT&T 
will  als( )  h;iw  hi  ispitall- 
t\  tents  ,it  the  U.S. 
Open,  PGA  Cham- 
pii  )nship,  Kemper  Open 
and  Senior  U.S.  Open. 
The  company  will  alsci 
sponsor  two  pro  tennis 

tournaments  and  two   

pro  skiinL;  races.  "Golt  is  riL;ht  at  the  top," 
said  Merri<,'an.  "Pebble  Beach  is  the  crown 
jewel  ot  oLir  pro.L;ram." 

Golt  is  certainly  the  mainstay  at 
Buick.  The  lonj.^est-runnin,L;  corporate 
spon.soron  the  PGA  TOUR,  the  car  com- 
pany has  uiii^lerwritten  the  Buick  Open  in 
Grand  Blanc,  Ml,  since  1958. 


"You're  talking  about  an 

athlete  that  goes  to 
work  in  a  golf  shirt  and 
slacks.  The  businessman 

can  almost  see 
himself  in  the  mirror." 


two  new  e\'ents:  the  Buick  Classic 
Westchester  Country  Club  in  Rye,  N 
and  the  Buick  Southern  Open 
Callaway  Gardens  m  Pine  Mountaii 
GA.  This  year,  Buick  will  be  the  pr( 

  sentin,^  sponsor  of  tl: 

PGA  CJhampionship 
"One  ot  the  kt 
reasons,  back  in  198' 
we  coiiLlucted  a  n 
search  survey  in  demt 
graphics,"  said  Jii 
Pitcher,  merchandi 
iny  specialist  to 
Buick.  "We  telt  go 
wa  s  a  pretty  goo 
matchtip." 
The  tie-m  doesn't  end  there.  For  th 
last  several  years,  Buick  has  been  the  ofti 
cial  car  of  the  PGA  TOUR,  and  gives  put 
chase  discounts  to  players  and  staft.  It  als( 
pro\'kles  courtesy  cars  at  many  stops,  an. 
otten  showcases  new  models  at  the  ciuirses 
"We  do  it  tastetullv,"  Pitcher  said 
"We  (.lon't  want  to  make  the  e\'ent  lool 


i 
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a  car  slunv."  In  ;Kli.liti()n,  the  coni- 
y  recently  signed  1990  PGA  TOUR 
yer  (if  the  Year  Wayne  Levi  and 
ewed  a  contract  with  Ren  Crenshaw 
pokesmen.  It  also  sponsors  a  weekly 
hliyht  show  on  ESPN  called  "Inside 
PGA  TOUR." 

Unlike  some  sponsors,  Buick's  tocus 
t  entertaining^  customers,  hut  in\'olvini^ 
lany  of  its  3,000  nationwide  dealerships 
lossihle.  Before  the  Buick  Southern 

en,  39  Georgia-area   

lers  will  hold  local 
maments,  with  win- 
s  gaining  herths  in 
pro-am. 

"We've  leveraged 
:nts  with  regional 
i  national  promot- 
j,"  saici  Pitcher, 
/e've  sold  several 
ousand  cars  each 
Timer  doing  it.  It's 
id  of  staggering." 

Buick  has  taken  full  advantage  ot  the 
If  hoom.  At  many  dealerships,  customers 
;eive  free  golf  balls  for  test  driving  cars. 

From  1988-90,  the  company  did 
mmer  promotions  around  golt.and 
ect-mailed  a  snazzy  15-page  four-color 
Dchure  to  five  million  Buick  and  com- 
titive  car  owners.  If  Crenshaw's  stroke- 
^'ing  tips  didn't  attract  atteiition,  the 
stant-win  $250,000  cash  prize  or  30  free 
tomohiles  did. 

"We  do  a  lot  ot  targeting  to  peiiple 
lo  aren't  die-hard  golt  tans,  hut  enjoy 
lit,"  Pitcher  said.  "It's  a  tratfic  builder  tor 
ir  dealers.  We  have  a  pretty  wide  spread." 

The  same  can  he  said  tor  Merrill 
/nch,  which  has  sponsored  the  popular 
lOot-out  series  since  1987.  This  year, 
le  compaiiy  will  hold  21  Tuesday 
loot-outs  on  the  PGA  TOUR  and  14 
a  the  Senior  TOUR. 

Ten  pros  participate  in  the  nine-hole 
Knit-outs,  with  $4,000  going  to  the  wm- 
er.  In  Novemher,  ten  players  w  ill  he 
■lected  for  the  $250,000  Merrill  Lynch 
championship,  to  he  held  m  Miami.  First 
rize  is  $90,000. 

"The  other  sports  don't  give  us  the 
'pe  of  relationship  our  client  caii  relate  to," 
lid  Todd  Lincoln,  x  ice-president  and  man- 
ner ot  special  inx-estorseiA'ices.  "You're  talk- 


''We've  cut  back  in 
every  other  area 
except  golf/'  said  Lincoln. 
""In  these  tough  economic 
times,  it's  still 
important  to  entertain 
our  customers/' 


ingahout  an  athlete  that  goes  to  work  in  a 
golt  shirt  and  slacks.  The  husinessman  can 
almost  see  himselt  in  the  mirror. " 

Lincoln  said  250  clients  are  in\'ited  to 
each  shoot-out.  The  list  will  he  triiiune^l 
to  40  tor  the  Merrill  Lynch  C'hampionship, 
when  40  VIP  customers  from  around  the 
C()untry  will  he  wined  and  dined  tor  tour 
days,  and  also  play  in  the  pro-am. 

"Thirty-tive  events  a  year  gives  us 
an  ability  to  get  into  35  markets  across 

  the  country  trom 

January  to  Noveiii 
her,"  Lincoln  said 
"It's  almost  recession- 
proot." 

While  sponsors 
admit  to  helt-tighten- 
ing,  most  think  golt  is 
here  to  stay. 

"We'\'e  cut  hack 
in  e\'ery  iither  area 
except  golt,"  said 
Lincoln.  "In  these 
tiiugh  economic  times,  it's  still  important 
to  entertain  our  customers." 

Added  Pitcher,  "We've  dedicated 
ourselves  to  the  PGA  TOUR.  We're  in  it 
tor  the  long  haul." 

New  York  Lite  Insurance  has  also 
henefiteci  trom  its  association  with  pro- 
tessional  golt.  Last  year  the  company 
sponsored  the  New  York  Lite  Champions, 


/WO  PGA  TOUR  Player (,j  the  Year,  Wayne  U'vi 

a  season-ending  tournament  in  Puerto 
Rico  tor  the  top  30  moneywinners  on  the 
SENIOR  PGA  TOUR. 

"We'\'e  been  looking  tor  something 
that  would  be  prestigious  and  tit  in  our 
company  culture,"  said  Walt  Weissinger, 
senior  \'ice  president.  "It  was  new  and  dit- 
terent,  and  people  would  associate  it  with 
winners.  We  were  absolutely  overjoyed 
with  the  result."  I  1 


Ihiiek  IS  the  /oiii^c'sf')  iniiimi;  eovj'uvate  sponsor  of  the  PGA  TOUR. 
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of  the  PGA  TOUR  on  Host  Cities  and  States 


In  1986,  Sea  Pines 
Hoklint^s  Inc  went 
inknipr.  It  owned  40 
percent  i)t  Hilton  Head 
Island,  SC. 

Ainont,' those  hold- 
in  l;s  was  Sea  i^ines 
Plantation.  Withm  the  lush  eontines  ot 
this  resklential  an<.l  resort  ^levelopiiient  lay 
the  Harbour  Town  Golt  Links,  .1  woni^ler- 
tul  track  wini^lini;  its  way  thri  ms^h  stani.ls  ^  A 
pine  ani.1  li\  e  i  nik,  an^l  1  i\  er  aiul  an  )iirn.l  salt 
marsh.  It  was  then,  ancl  is  now,  one  ot  the 
favorite  tournament  stops  on  the  PCaA 
TOUR.  The  MCI  Henta-e  Classic  has  just 
completoJ  Its  twenty-thuxi  year,  hut  the 
u,yly  spectre  ot  bankruptcy  threatetied  to 
take  It  off  the  PGA  TOUR's  1987  map.  For 
some  years.  Sea  Pines  had  been  a  major 
underwriter  ot  the  tournament. 

John  Curry,  chairman  ot  the  Hilton 
Con\ention  and  Visitors  Bureau  and  a 
trustee  ot  the  Heritaj^e  Foundation,  knew 
how  important  the  tournament  was  to  the 

iskim.!  eeonomy.  "It's  the  e\'ent  credited  with  putting  Hilton 
Head  on  the  map.  It  made  Hilton  Head  an  international  name. 
Pve  been  to  (Jhma  and  to  Jordan  and  to  South  Africa  and  peo- 
ple s,iy  to  me,  'Oh,  that's  ;i  ^reat  spot.'" 

Those  people,  CJurry  said,  knew  Hilton  Head  because  ot  a 
Ljolt  tournament,  it  Hilton  Head  was  ^tiing  to  lose  the  tourna- 
ment, fewer  people  would  know  about  the  island,  fewer  people 
would  come  and  fewer  people  would  spend. 

Somehow,  the  people  of  Hilion  Head  were  i^oin.L;  to  have 
to  find  a  way  to  put  on  this  tournament. 

"We  f,'ot  ten  competin,i;  busines.ses  to  contribute  $100,000 
apiece  and  we  went  to  PGA  TOUR  Commissioner  Deane 
Beman  to  show  him  that  we  ct  )uld  still  put 
the  tournament  on,"  saki  Curry. 


(The  MCI  Heritage  Classic) 
is  the  event  credited 
with  putting  Hilton 
Head  on  the  map." 


BY  JAY  WILLI 


The  economic  impact  of  PGA  TOL 
Ljolt  tournaments  has  ne\'er  been  e.xte 
si\  ely  researched.  When  individual  tot 
naments  have  commissioned  sue 
research,  the  numbers  are  often  startlinj 
Needless  to  say,  Curry's  f^roup  was  su 
ccssful  in  fretting  the  tournament  continu* 
and  MCI  came  aboard  as  title  sponsor 
1 987  and  has  been  there  ever  since.  In  1 98 
an  economic  impact  study  of  the  tourn 
ment  was  undertaken  by  the  University 
South  C^arolina's  Collej^e  of  Busine 
.'\i.lministration.  The  object  was  to  find  01 
how  much  outside  money  was  brought 
Hilton  Plead  by  \-isitors  who  came  specif 
cally  ti  >  attend  the  tournament,  and  by  .spot 
sors  and  patrons  ot  the  tournament. 

Total  spending  was  put  at  mcire  tha 
$  14, UWOOO.  It  was  calculated  that  thi 
money,  as  it  churned  through  the  locf 
economy,  yielded  an  output  ot  $20,071,48 
with  labor  earnings  of  $6,484,183.  It  vva 
estimated  that  the  tiiurnament  had  creat 
ed  652  full-time  jobs  on  Hilton  Head. 
Some  2,500  miles  to  the  west  of  Hilton  Head 
the  Coachella  Valley  of  Southern  California.  You  know 
Palm  Springs. 

Bur  why  do  you  know.'  Chances  are  it's  because  of  the  B^ 
Hope  Chrysler  Classic,  one  ot  the  PGA  TOUR's  longest  run 
ning  tournaments.  The  Coachella  Valley  and  Hilton  Head  hav( 
much  m  common  as  resort  and  lounst  areas,  and  as  retiremen 
communities.  Not  only  are  there  hotel  rooms  to  rent,  meals  tc 
be  served  and  drinks  to  be  ciuaffed,  there  are  houses  and  con 
dominiums  to  be  sold  to  the  affJuent  spectator  who  attends  sucf 
PGA  TOUR  events.  After  all,  about  40  percent  of  the  visitor: 
sur\'eyed  at  the  1989  Heritage  Classic  had  incomes  of  mort 
than  $75,000.  Nearly  25  percent  cjueriec 
at  the  Hope  had  incomes  over  $100,000. 
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To  Succeed  In  Business, 
You've  Got  To  Show  The  Competition 
Exactly  What  You're  Made  Of. 


Skivm^pravnl^bulkiiu 


Every  shoe  company  claims 
they  make  c|ualitv  shoes. 
But,  when  asked  to  support  tlieir 
claims,  they  offer  only 
flowery 


prose, 

or  romantic  depictions  of 
old-world  craftsmanship. 
At  Allen-Edmonds, 
quality  is  an  easily  defensible 
position.  We  prefer  explaining 
exactly  how  our  shoes  are  made. 

And,  in  turn,  prove  to  our 
customers  that  Allen-Edmonds  are 
the  world's  finest  shoes,  made  right 
here,  in  America.  Our  suppliers 
sav  no  one  is  as 

Men 
Edmonds 


Van    B  0  V  e  n 


from  360  wdtmg. 

discriminating  when  selecting 
leather.  Every  shoe  is  created  on 
exclusively-designed  foot  molds, 

called  "lasts."  Only  the  finest 
natural  materials  are  used. 

*  ®  I 

The  welt  —  a  piece  of  leather 
holding  the  insole,  the  outsole  and 
shoe  upper  together  —  runs  a 

full  360°  around  the  sole. 
Other  shoes  utilize  a  180°  welt, 
or  no  welt  at  all. 

:® : 

Between  the  sole  and  insole,  we  put 
a  layer  of  natural  cork  for  added 

cusliion.  Between  the  outer  leather 

and  lining,  a  cotton  flannel 
douhler  helps  dissipate 
moisture. 


Fim'sl-ijiialily 
knlhcr  insole. 


Morcaishioii 
^  from  a  knthcr 
hec!  base. 


Allen-Edmonds  shoes  are  so  well 
crafted,  they  can  be  recrafted,  at  our 
factory,  a  number  of  times. 
To  extend  their  life  even  longer 

So,  next  time 
some  shoemaker 
begins  claiming 

quality,  look  ■ 
them  straight  in  _ 
the  eye  and  ask  ■ 
for  facts.  You'll  ^ 
find  out  exactly 
what  they're  made  of. 

American  made  Allen- 
Edmonds  shoes  are  available 
at  fine  stores  worldwide. 

foraaUalogoj  oiirsliocs 
mid  where  i/oii  emi  purchase  them, 
send  $3.00.  Mlen-EdmomisShocCorp., 
Box  998,  Dept.  261 
PorlWashmgton,m5}(U4USA 


G  u  n  n  Ltd 


Nordstrom 


Kcccntly,  the  I't.A  l  ui  K 
aiul  !'(;A  of  America  named 
British  (  Columbia  as  one  of 
t'ncir  lew  and  very  select  Offi- 
cial (loif  Destinations. 

Surprised?  You  certainly  will  be.  When 
you  tee  up  here  you  il  fmd  yourself  amidst 


some  oi  IMC  mosi  spceiuLuiai  uayaiuc  uisiios,  iiii-icuiuic  siiuppiii^j 

scenery  you've  ever  had  the  oppor-  relaxing  mountain  hot  springs, 
tiinity  to  play  a  round  in.  For  information  call  1-800-663-61^ 

Long  days,  fme  mild  weather  lourism  British  Columbia,  Parliamcj 

and  challenging  fairways  also  Buildings,  Victoria,  B.C.  V8V 1X4.  / 

make  us  a  very  strong  player.  Just  ignore  all,  we  won  t  be  unknown  for  long. 

distracrion.  like  ou,  Supgf  NgtuKil  British  Cdumbla 


In  1990  the  Classic  employed  CIC 
search  of  San  Diego  to  conduct  an  eco- 
nic  impact  survey  of  the  tournament, 
ough  the  methodology  differed  from 
■  research  done  by  the  University  of 
jth  Carolina,  the  figures  were  much 
•  same  as  those  for  the  Heritage  Classic. 
C  concluded  that  the  tournament's 
al  economic  impact  on  the  area  was 
9.4  million. 

What  ciiuldn't  he  c[uai"itified,  either 
the  Hope  or  Heritage  surveys,  was  the 
pact  the  tournaments  had  on  real 


rejiNimmm  at  HarbourTinm  Go// Links,  one  of  the 


estate  sales.  A  conclusion  of  the  CIC  sur- 
vey was  thrs  non-eiuantitiahle  impact  was 
large  and  the  tt)urnament  over  the  years 
had  helped  to  bring  commercial  real 
estate  in\'estment  and  resort  develop- 
ment, which  in  turn  broLight  schcLkiled 
airline  service  to  the  Valley. 

Of  ci  lurse,  a  C(  impelling  aspect  ( )f  VGA 
TOUR  tournaments  is  the  charitable 
aspect.  All  TOUR  events  serve  to  fund 
local  charities.  The  volunteers  who  make 
TOUR  events  possible  give  of  their  time 
because  of  the  ultimate  good  the  money 
raised  by  tourna- 
ments can  do.  But 
charitable  diiUars 
are  dollars  just  the 
same.  They  get 
spent,  they  create 
profit,  and  create 
jobs.  They  are 
necessary. 

Of  course  not 
all  rCA  TOUR 
sites  are  tourist  or 
retirement  meccas, 
with  glamorous 
images  of  sea,  sun 
and  sand.  The 
avorite  tin imament stops.    PGA  TOUR  goes 


to  Hattiesburg,  MS,  tor  the  Deposit 
Guaranty  Classic,  to  Callaway  GatLlens, 
GA,  for  the  Buick  Southern  Open  and  to 
Endicott,  NY,  for  the  B.C.  Open.  There 
aren't  economic  impact  statements  with 
fancy  figures  for  these  tournaments,  yet  the 
communities  well  know  their  value.  "Local 
motels  and  restaurants  have  the  immedi- 
ate impact  hut  the  residual  impact  comes 
weeks  later  when  those  people  go  out  and 
buy  a  suit  cir  a  lawnmower,"  said  B.O  Open 
Tournament  Director  Alex  Alexander. 

Barbara  Riiland,  director  of  United 
Health  Services  of  Triple  Cities,  a  bene- 
ficiary of  the  B.C.  Open,  sees  the  quality 
of  life  impact  tied  directly  to  the  charita- 
ble dollars  the  tournament  provides. 
"Whether  it's  a  large  or  small  contribution 
...  if  the  tournament  went  away,  it  would 
have  a  major  impact  on  this  community." 

Great  galleries  follow  the  PGA 
TOUR  at  every  stop.  Fans  ooh  and  ah  as 
the  pros  smash  a  long  drive  or  a  crisp  iron 
or  put  a  bunker  shiit  two  feet  from  the 
hole.  The  players  give  their  skills  to  the 
tournament,  the  fans  give  their  admira- 
tion. And  they  give  something  else,  too. 
Money.  It  not  only  makes  the  tournament 
world  spin,  it  helps  joe  the  bartender  buy 
a  lawnmower. 
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We're  counting  on 
Melissa  and  James  to  fulfill 
our  wildest  dreams. 


The  dreams  of  childhood  have  the  power 
to  transform  our  world.  They  can  shape  the 
future  of  science,  business  and  society.  But 
only  when  they're  given  the  chance. 

Thousands  of  kids  like  Melissa  and  James 
have  dreams  to  share.  But  before  they  can 
improve  the  quality  of  life  in  our  world,  we 
must  help  improve  the  quality  of  their  lives 
in  the  inner  city. 

And  the  odds  are  against  them  even 
graduating  from  high  school.  Sixty  percent 
of  their  classmates  are  predicted  to  drop  out. 

It's  an  American  tragedy.  Potentially 
productive  young  people  lose  interest  or  hope 
and  join  the  rolls  of  the  uneducated  and 
unemployed. 

What  Rockwell  is  doing. 

To  help  bring  dreams  to  life  in  the  inner  city, 
more  than  25  employees  at  one  of  Rockwell's 
Electronics  businesses  have  volunteered  for 
a  local  project  of  the  nationwide  "1  Have  a 
Dream"  program. They  will  serve  as  mentors 


to  Melissa  and  James  and  fifty  of  their 
schoolmates.  For  the  next  nine  years,  people 
like  Barbara  Walter  will  provide  inspiration 
and  guidance  to  the  adopted  "Dreamers"— 
helping  motivate  each  student  to  complete 
high  school  and  pursue  higher  education  and 
a  satisfying  career  Those  who  graduate  from 
high  school  will  receive  scholarships  for 
college  or  vocational  training. 

What  you  can  do. 

The  "I  Have  a  Dream"  program  has  proven 
successful  at  helping  thousands  of  inner  city 
children  in  over  40  cities.  It's  one  of  hundreds 
of  ways  you  can  encourage  American 
innovation  and  leadership  through  quality 
education.  For  more  information,  simply  write 
Rockwell,  RO.  Box  905,  Dept.  BWQ,  El  Segundo, 
CA  90245-0905  for  printed  information 
created  in  cooperation  with  the  National 
Association  of  Partners  in  Education  (NAPE). 

Emphasize  Education.  It's  our  future. 


Rockwell  International 


ELECTRONICS    AEROSPACE     AUTOMOTIVE  GRAPHICS 


Rockwell  is  a  $12  billion  company  with  more  than  100,000  employees  worldwide.  Our 
people  have  a  common  goal:  Understanding  our  customers  and  satisfying  them  with 
the  innovative  application  of  science  and  technology.  We  never  stop  reaching  higher 
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THE  BUSINESS  OF  THE  PGA  TOUR 

BY  MARINO  PARASCENZO 

director  lit  Dpcratums  tor  PGA  TOUR 
Puhlic  GoU,  Inc.  This  division  was  tonned 
early  in  l'-\S9,  he  added,  "in  recof^nition 
ot  a  \-oid  m  the  marketplace  ot  the  piili- 
lic  L;olt  ci)iirse." 

hi  the  municipal  field,  the  TOUR  has 
started  with  two  courses  in  Florida.  Its  first 
\  enture  was  the  Golf  Gluh  of  Jacksonville, 
htiilt  from  scratch,  tinder  an  expert  eye. 
PGA  TOUR  veteran  Mark  McCumher 
was  hrouL'ht  in  as  a  consultant.  The  sec- 


The  country  ckih 
as  we  know  it, 
playji^round  of 
the  wealthy, 
flowered  on  the 
American  scene 
111     the  early 
liSQOs.  It  was  followed  shortly  hy  the 
municipal  course,  affectionately  known 
as  the  "muny"  —  community  horn-and- 
raise^l,  ,L;olf  tor  the  people,  grassroots  ,L;olt, 
though  not  always  v\'ith  .qrass,  an^l  it  yoti 
like  to  take  a  i.li\'ot,  may  we  recommend 
a  jackhammer  insteai.1  of  a  wed^e. 

Those  were  the  l;ooi.I  old  days.  Not 
that  all  municipal  courses  were  .uoat 
tracks.  Generally  speak int;,  however,  they 
teni^led  to  he  a  tai.!  raw.  Rut  Ioiil;  ,t^one  are 
the  Inlays  of  such  as  the  late  and  presum- 
ahly  unlamentetl  Reese  Park  course  in 
CJhicayo,  where  in  the  Depression  Llays  a 
ciLiarter  woLikl  {^et  you  a  round  ot  ijolf  and 
unlimited  access  to  the  amhiance  of  the 
open  city  i^arhaj^e  dump  hurninf^  across 
the  street. 

Enter  the  PGA  TOUR  in  the  late 
1980s.  The  munys  may  ne\'er  he  the 
same.  We  may  e\'en  ha\'e  to  ciuit  callin.t,' 
them  "munys". 

It  seems  a  contradiction  m  terms. 
The  TOUR  hrin^s  you  f^olt^s  tjlitterinf^ 
caravan,  in  the  nation's  heautiful  places, 
some  ot  them  its  own  or  affiliated 
Tournament  Players  Gluhs.  What's  the 
TOUR  doin<^  in  muny  .yolt.' 

"We  think  a  significant  portion  ot 
the  i^rovvth  in  ,i,'olf  is  projected  in  the  puh- 
lie-access  qolt  facility,"  said  Gary  Dee,  Thcl\iATL)UR\scanulvcnuircmmuniLij\ilff)lj. 


ond  was  the  Golf  Gluh  ot  M la- 
the reincarnation  o\  a  coui 
cluh  that  had  ^one  belly-p 
Calvin  Peete  was  the  player  c  a 
sultant  on  this  one. 

Golf  course  manageiTHii 
has  ^rown  into  a  brisk  husin  s 
Many  courses  have  founci  it  easiei 
cheaper  to  farm  out  the  task  to  pri\.', 
management  groups.  The  biggest  in  u 
field  is  the  American  Golf  Corp.,  ou 
Santa  Monica,  CA,  which  manages  soi; 
HO  courses.  Ot  them,  100  are  puHc 
courses,  and  60  ot  these  are  municipa. 

Golf  courses  tall  into  two  categoi; 
—  pri\ate  (the  country  clubs)  or  pulk 
(pri vately-ovvneel  daily  tee  courss 
resorts,  and  municipal  courses),  la 
National  Golf  Foundation,  a  non-pnii 
organization  that  charts  and  promotes  it 
game,  says  that  as  of  the  end  ot  U''^ 
there  were  1  3,738  courses  in  the  1  ni 
States  —  5,276  private,  8,462  public, : 
ot  the  public,  2,156  municipals. 

The  TOUR,  with  its  two  municipife 
IS  a  baby  in  public  golf  management,  li 
it  comes  with  a  unicjue  marketing  too 

"We're  selling  unmatchcLl  crei.lil"ji- 
ty  —  the  nn)st-recogni:ed  logti  in  ' 
industry,"  says  Dee.  In  a  game  as  una.; 
conscious  as  golf,  the  TOUR  is  hank 
on  the  attraction  of  that  white  silhouc 
frozen  in  a  classic  tolK)w-thix)ugh  agai 
the  blue  background. 

Both  Fk)rida  course  projects  may 
unprecedented  in  the  field. 
Jacksonville  ended  up  with  a  municilil 
course  is  a  thumbn.iil  i.lescription  of  _i.ll 
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THE  BUSINESS  OF  THE  PGA  TOUR 


incss  in  the  Uiiircd  St;irc,s  roday-  Han 
the  city's  i_liiect(ir  of  Sports, 
terfaininent,  and  C  "tmventions, 
imcd  it  up: 

A  dex'elopei"  wantei-l  to  put  a  housing 
•elopment  ($100,000-$  1 '^0,000  raiiye) 
Droperty  he  had  west  ot  town,  ai^ljacent 
,ome  city  land.  A  liolt  facility  —  this 
practically  an  article  ot  taith  in  the 
/elopnient  hiisiness  these  days  - 
Lild  he  the  attractitin.  The  city  would 
ie  him  some  ot  its  land  to  till  out  his 
ns.  The  PGA  TOUR  Design  Services, 
..,  yet  another  division,  would  design 
:  course.  The  city  would  get  a  compa- 
to  huild  it.  Then  the  Te^UR's  Puhh. 
If  division  would  manage  the  entire 
ility  through  a  lease  arrangement 
us  the  city  got  a  revenue-producint; 
reational  facility  and  added  some  hoiis- 
;  to  its  tax  base,  the  TOUR  got  an 
ome  asset  and  a  toehold  in  public  golt, 
1  the  cieveloper  got  his  development. 

The  Golt  Cluh  of  Jacksonville,  a  $4 
lion  project  financed  hy  a  general  ohli- 
ioii  bond,  consists  ot  an  18-hole 
irse,  lighted  driving  raiige,  miniature 
f  course,  clubhouse,  and  tood  service 
ility.  It  opened  in  September,  1^)89, 
1  play  has  been  bri.sk. 

The  Jacksonville  thing  was  conipar- 
I'ely  simple.  In  coniparison,  the  Golt 
.lb  ot  Miami  deal  reads  like  a  tour- 
ak  putt. 

It  began  in  the  early  1960s,  when 
Country  Club  o(  Miami"  was  one  ot 
■first  planned  developments  in  that  city. 


G(  tlj  Cluh  I  i/Jtk    invilL'  s  lighted  Jn  viiit;  rauiic . 


"executive"  cimrse  is  currently  under  cnnstructum. 

The  de\eloper  had  two  IS-hole  coLirses 
designed  by  the  most  famous  course  archi- 
tect ot  the  day,  Robert  Trent  Jones.  Then 
he  got  Arnold  Palmer  to  be  the  host  pro, 
and  Jackie  Gleason  as  a  resident. 

"The  coLirses  were  a  lo.ss-leader,"  said 
Dick  Slocum,  aelministrative  assistant  in 
the  Office  ot  Management  ani.1  RuLlget  for 
MetrcvDaLle  CJounty,  ani.1 
also  the  project  manager. 
The  annual  membership 
fees  were  low  enough  to 
be  attractixe,  but  not 
high  enough  to  cover 
maintenance  expenses.  It  was  a  case  ot  eco- 
nomic burn-out. 

"When  all  the  houses  were  sold,  the 
dev  eloper  didn't  need  the  ciiurses  any- 
more," Slocum  said.  He  sold  them  to 
another  developer,  who  kept  them  going 
tor  a  while,  then  shut  them  down.  They 
grew  shaggy  ;ind  forlorn.  The  new  owner 
then  decided  to  develop  them.  What 
happened  next  may  be  unprecedeiited  in 
the  history  of  taxation,  much  less  golf. 

The  residents,  alarmed  at  losing  the 
courses  and  at  the  thought  of  more  Imus- 
mg,  asked  Metro-Dade  County  to  buy 
the  courses.  And  to  do  this,  Metro-Dade 


^r^cdhythePGA  TOUR.  An 

had  to  float  a  bond  issue,  and  create  a  spe- 
cial tax  district  to  come  up  with  $8.2  mil- 
lion, the  cost  of  buying  and  reno\'ating 
the  two  existing  courses  and  building  an 
"exeCLitixe"  course  (4,470  yards,  about 
three  hours'  playing  time). 

"All  the  registered  voters  in  the 
communit\'  \otei.l  to  tax  theiiiseb'es  tor 


""We're  selling  unmatched 
credibility  —  the  most-recognized 
logo  in  the  industry/' 


the  next  1  5  years,"  Slocum  sai^l.  "They're 
paying  from  $150  to  $2,000  a  year, 
depeni^ling  on  the  size  and  de\'eloped  state 
of  their  land." 

Metro-Dade  acL[uirei.l  the  properties 
in  1988,  and  pLit  out  reijuests  for  propos- 
als for  an  operator.  The  PGA  TOUR  was 
the  winner. 

Clearly  muny  golf  has  come  a  long 
way  since  Reese  Park  et  al.  And  now, 
under  the  PGA  TOUR  flag,  it  has  taken 
another  big  step. 

"In  municipal  golf,"  saul  Slocum, 
"having  the  PGA  TOUR  here  is  like  hav- 
ing an  NFL  or  baseball  franchise."  i 
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If  You  Call  Our  Competition  With  A  Fleet  Problem, 
This  Is  The  Help  You're  Likely  To  See  Walk  Through  Your  Doc 


Even  in  this  age  of  1-800  numbers, 
computers  and  fax  machines,  we 
still  believe  there's  no  substitute  for 
the  helping  hand  of  a  human  being. 

If  you  agree,  call  Chevrolet  Fleet 
Sales.  We  can  put  more  trained  field 
people  across  the  desk  from  you  than 
anybody  else  in  the  fleet  business.  To 
discuss  with  you  more  different  kinds 
of  cars,  light-duty  trucks  and  vans  than 
anybody  else  in  the  business. 

We  also  have  an  impressive  800- 
number  network  with  an  extensive 
support  staff,  for  help  of  any  kind.  And 
to  keep  your  phone  ft-om  constantly 
ringing,  we  have  a  service  organization 
devoted  exclusively  to  fleets.  Complete 
with  toll-free  1-800  numbers  your 
people  can  call  for  assistance. 

Call  1-800-248-2897.  You'll  not 
only  like  what  you  hear,  you'll  like 
who  you'll  see  as  well. 

Our  APV  cargo  van:  one  of  several  exclusive  fleet  advantages 
available  by  calling  I  800-248-2897, 


OF  AMERICA  IS  WINNING ' 
TODAY'S  FLEET  COMPANY  IS  CHEVROLET 


Chevrolet,  the  Chevrolet  emblem  and  Lumina  are  registered  trademarks  of  the  GM 
Corp.  c,i990  CM  Corp.  All  Rights  Reserved.  Let's  get  it  together  ... buckle  up. 


THE  lUSINISS  OF  THE  PGA  TOUR 


HE  Ms  OF  IPCs 


Tin-  rciA  TClUR 
Tokc  yrounu  mi  the 
CDurM.'  bLiMiiess  in 
the  hue  1970s.  It  was 
IK'.ine  BeiiKiii's  pet 
project:  The  ('ommis' 
Ml iner  i u'lu'in.illy  u'.int- 
ed  ,1  n  >urse  in  In  ist  the  T(  mrnanient  Players 
Championship  (now  THE  PLAYERS 
(  Ti.imph  inshi|~i),  and  he  env  isioned  fea- 
tures Linique  to  i^olt  ci  )iirse  design.  First,  he 
wanted  mounds  so  spectators  could  see  the 
act  loll.  There's  nothing;  v\t)rse  than  w  au  li- 
iny  a  j.;olt  tournament  throui^h  ,1  ciri-ihi  lard 
periscope.  SccoikI  he  \\ante«.l  a  yolt  course 
that  would  'j,r.ih  tlie  i^oll  world's  .ittention. 
The  Tlx  ;  at  Saw  'jrass  did  tliat.  In  a  hurry. 

"1  em  isii  med  the  entity  and  the  iiisti- 
1  ui  H  '11,"  I'lem.in  sjkl  in  a  rei^eiii  inter\  lew. 
"I  s.iu  ,1  u  c  )rld-e  lass  t,iLilii\  huilt  tor  sjicc- 
I  aiors  and  lor  our  (.  liampii  mship." 

Beinaii  si^ouled  the  laiul  sduth  ot 
laeksom  ille  Beaeh  aiul  put  toLjether  a  can'tdose  >.le.il  u  iih 
developers  Paul  and  Jenuiie  Fleteher.  The  IdeKliers  would 
L;i\e  the  TOl d{  417  acres  ot  wetland  tor  ,Sl  in  exchange  tor 
the  rii;ht  to  de\elo|i  the  surrounding  pmperty.  Manh.ittaii 
uasii't  a  better  hu\  . 

"I  saw  m  this  area,  with  the  ocean  nearby  and  unusual 
tree  i.o\erat;e,  that  we  could  li.ive  somethin.L;  very  special," 
Peman  sakl. 

l  or  .irchiteti.  Reman  settled  on  Pete  l^ye,  then  known  tor 
Ills  u  iirk  on  the  I  larhotir  Town  t  jolt  Links  on  Hilton  Head 
Isl.ind,  South  Carolina. 

nr.iwmy  up  the  orit^nial  mutiny  on  a  napkni,  Pete  Dye 
look  his  hulldo:er  and  machete  and  went  to  work.  What  he  cre- 
,ited  was  the  state-ot-the-art  in  i^olt  course  desi<,'n,  the  look  ot 
the  19S0s. 

There  were  waste  areas  to  carry  <ind 


The  !  IK  '.  at  SiarPass  is  the  hnst  course  jar 
the  .\'iirilic'ni  Tc'/c'oim  (  Jpc'n. 


pot  hunkers  toaeokl.  Water  came  intop 
on  almost  e\  ery  shot.  It  became  knowi 
"target  yolf^'  and  tlie  epitome  ot  ir  was 
isl.ind  yreen  at  tlie  par-  ^  1  7th,  the  cour 
sii^natiire  hole. 

"In  huildint^  a  yolt  course,  you  try 
ha\'e  as  many  elitterent  looks  as  possib 
Dye  said.  "By  the  time  we  j^ot  to  the  1 
we'd  run  out  ot  thini^s  to  think  ot  so 
decided  to  stiek  the  hole  out  there  oil 
islani.1  m  the  iiikldle  ot  the  lake." 

The  TP(^  at  Sawj^rass  otticia 
o]ienet.l  in  1  9<S0  aiul  hosted  its  fi 
Tournament  Players  C diampionship 


19H^ 


ate  won  and  ce 


ehrated 


M  saw  a  world-class  facility 

built  for  spectators 
and  for  our  championship/' 


BY  TIM  ROSAFORTE 


throwiiii,'  Dye  and  Reman  into  the  lake 
ihe  I'Srh  yreen.  Pate  do\e  in  atter  the 
and  It  was  a  ^ockI  lliini;  the  alli<,'ati 
weren't  hunur\  . 

Pretty  soon.  Tournament  Play 
(dubs  starto.!  poppini,'  up  all  o\er  i 
countrv.  The  TP(.'  ai  Plum  Creek 
Casile  Roek,  C(,\  was  the  first  ottsprin<4,  followed  by  the  TI 
at  Eayle  Trace  in  Coral  Sprin<.;s,  FL.  The  TPC^  of  CJonnectic 
in  Oomwell  was  next  to  come  ondine.  hi  1  louston,  the  boo 
my  Woodlands  residential  area  contracted  the  TOUR  to  im 
ity  Us  i^olt  course  and  turn  it  into  a  TP( J. 

It  sort  of  just  snowballed  from  there.  In  the  next  wave 
TPCs,  the  TCIJR  ojiencLl  clubs  m  Potomac  (Avenel),  M 
lr\  iii<i  (Las  (^olmas),  TX,  Sanisota  (Prestancia)  and  Ft.  Piei 
(Monte  Carlo),  FL,  Scottsdale  and  Tucson  (SiarPass),  AZ  a 
Palm  Springs  (PC,A  West),  CA. 

All  these  courses  hosted  PCjA  TCUJR  e\eiits,  making,'  rht 
cost-efticient  tor  tournament  sponsors.  Instead  of  paying 
average  of  $75,000  to  rent  a  course,  the  tournament  hac 
course  of  Us  own  thai  had  all  the  features  in  Us  infnisiructL 
ihai  made  it  better  eqiupju'd  lo  hosti 
PCiATe^URstop. 
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'Another  benefit  to  the  TOUR  itself 
It  TPC  clubs  create  an  asset  base  and 
icome  stream  that  is  healthy  tor  the 
-term  future  of  the  PGA  TOUR," 
Mark  Barrett,  chief  operating,'  officer 
3A  TOUR  Investments.  "I'm  nut 
g  to  say  we've  made  a  ton  of  money 
"ournament  Players  Clubs,  but  m  a 
difficult  business,  we  have  been  able 
at  together  quality  and  do  it  with 
;  degree  of  profit." 

Today,  the  TPC  network  has  rouyh- 
DOO  members  paying  anywhere  from 
DOG  for  an  individual  up  to  $90,000 
corporate  membership.  There  are  1  1 
!s  in  the  domestic  network,  three  that 
icensed,  two  under  construction  and 
;  in  the  permitting  and  zoning  stages. 
TPC  concept  netted  the  TOUR  $6.3 
on  in  1989. 

To  handle  the  logistics  of  building 
golf  course  empire,  PGA  TOUR 
gn  Services  Inc.  was  created  with 
Stenson  serving  as  vice  president  of 
jn  service  administration  and  Bobby 
d  as  chief  designer.  At  the  end  of 
iecade,  a  new  strategic  design  phi- 
5hy  was  adopted  to  make  the  cours- 
lore  playable  for  the  members  and 
ts  who  use  the  facilities  when  a  tour- 
ent  isn't  being  played.  Rather  than 
)enal  hazards  of  water,  deep  bunkers 
sharp  edges,  courses  would  be  tough- 
l-up  for  tournament  play  by  narrow- 
the  fairways,  growing  the  rough, 
thening  the  course  and  increasing 
ipeed  oi  the  greens. 


iinhlr,  \\  LLii  IN  "I'crscems,  the  rcdc'^ii^i  nf  the  /  i'l  I'f  nnnc^tiLia 


PGA  TOUR  manages  the  TPC  at  Eai^le 
'.  in  Coral  Springs,  Florida. 


As  part  of  Beman's  original  concept, 
players  continue  to  have  input  as  design 
consultants.  Ed  Sneed  A.ssociates  worked 
with  Ed  Ault  on  the  TPC  at  Avenel. 
Craig  Stadler  worked  with  Bob  Cupp  at 
StarPass.  Jim  Colbert  and  Howard  Twitty 
teamed  with  Jay  Morrish  and  Tom 
Weiskopf  at  Scottsdale.  Twitty  and  Pete 
Dye  did  the  TPC  of  Connecticut. 

In  the  late  1980s,  Arnold  Palmer  did 
the  TPC  at  Piper  Glen  in  CharKnte,  NC, 
host  site  of  the  Senior  TOUR's 
Paine  Webber  Invitational.  Hubert  Green 
and  Fuzzy  Zoeller  gave  their  input  to 
architect  Ron  Prichard  in  the  design  of 
the  TPC  at  Southwind  in  Memphis,  TN, 
home  of  the  Federal  Express  St.  Jude 
Classic.  The  TPC  at  Summerlin,  designed 
by  Weed  and  Fuzzy  Zoeller  in  Las  Vegas, 
is  scheduled  to  open  in  the  fall  of  1991 
and  host  future  Las  Vegas  Invitationals. 
The  TPC  at  Ka'upulehu  on  the  big  island 
of  Hawaii  will  begin  play  in  the  summer 
of  1992.  The  Ka'upulehu  TPC  is  the  sec- 
ond in  the  network  designed  by  Jack 
Nicklaus.  The  TPC  of  N4ichigan  in 
Dearborn  was  Nicklaus'  first  entry  as  a 
designer  of  TPC  courses,  and  will  be  host 
course  for  the  Mazda  Presents  The  Senior 
Players  Championship. 

The  next  TPC  expected  to  come  on- 
line is  designed  by  Rees  Jones  in  King 
C\iunty,  WA.  The  TPC  at  Snoqualmie 
Falls  is  the  TOUR's  first  venture  into  the 


Pacific  Northwest  and  viewers  of  Tivin 
Peaks  will  recognize  the  waterfall  scene  at 
the  beginning  of  their  show  as  the  one  at 
Snoc|ualmie  Falls.  Al  Geiberger  is  the 
consLiltant. 

Weed  is  also  overseeing  a  redesign  of 
the  TPC  iii  Connecticut.  Land  was  pur- 
chased near  the  Connecticut  River  and 
the  course  was  rerouted  to  include  new 
holes  overlooking  the  n\'er.  Several  old 
holes  were  included  in  the  routing  plans 
after  being  remodeled  to  bleni.1  m  with 
the  traditional  design  of  the  new  holes. 
Howard  Twitty  and  Roger  Maltbie  were 
the  player  consultants.  The  new  layout 
will  be  ready  in  July  for  the  1991  Canon 
Greater  Hartford  Open. 

The  latest  Tournament  Players 
Club  to  open  is  the  TPC  at  Tampa  Bay 
at  Cheval,  which  debuted  to  rave 
reviews  and  will  host  the  1992  GTE 
Suncoast  Classic  on  the  Senior  TOUR. 
This  was  Chi  Chi  Rodriguez's  first  ven- 
ture as  a  TOUR  consultant. 

In  the  future,  the  TOUR  is  looking 
to  break  ground  in  Simi  Valley  north  of 
Los  Angeles  and  plans  to  build  the  TPC 
at  Ventura  County.  Corey  Pavin,  recent 
winner  of  the  Bob  Hope  Chrysler  Classic 
and  a  native  of  L.A.,  is  the  design  con- 
sultant. Construction  on  a  TPC  in  the 
San  Diego  area,  co-designed  by  Weed 
and  Johnny  Miller,  is  scheduled  to  begin 
in  1992. 
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THE  BUSINESS  OF  THE  PGA  TOUR 

The  TOUR  is  also  Kinkiiit^  at  future 
sites  ani.!  will  huikl  holes  ot  ,L;olt  south 
ot  |ackson\'ille  near  Interstate  that  will 
he  part  ot  a  resort  tied  into  the  TOUR's 
new  Hall  ot  Fame. 

Internationally,  the  TL^UR  lieensed 
the  TPC^  at  Batoh  tor  the  Tokyo  IXnne 
Corp.  in  Tokyo.  Raioh  is  the  host  course 

''In  building  a  golf  course, 
you  try  to  have  as 
many  different  looks 
as  possible/'  Dye  said. 

for  the  Du  Pont  Cup  Japan  vs.  USA 
Senior  Golf  Matches.  The  TOUR  is  also 
talkin,^  ahout  building  TPCs  m  Australia 
and  Europe. 

"Part  oi  the  thrust  ot  international 
TPCs  is  that  a  lot  ot  our  members  are 
executives  ot  major  United  States  com- 
panies who  travel,"  said  Vernon  Kelly, 
president  ot  PGA  TOUR  Investments. 
"If  they  can  have  access  to  a  top  cjuality 
Kolf  experience  a  long  way  from  home,  it 
could  be  a  nice  thing.  It's  a  nice  perk  and 
helps  provide  an  enhanced  value  tor  otir 
memberships." 


The  selling  point  in  a  TPC  mem- 
bership is  that  it  allows  members  access 
to  all  the  courses  in  the  TPC  network.  By 
joining  the  TPC  at  Eagle  Trace,  tor 
example,  a  member  visiting  Dearborn 
can  play  the  TPC  ot  Michigan  on  a 
space-ax  ailable  basis. 

Membership  costs  vary  from  club  to 
club.  Charter  and  corpc^rate  memberships 
m  Tampa  are  going  tor  $11,000  and 
$14,000,  respectively.  Eighty  percent  ot 
the  390  members  at  the  TPC  of  Michigan 
are  corporations.  Memberships  that 
started  at  $27,000  per  company  are  now 
up  to  $60,000. 

One  ot  the  most  successful  clubs  m 
the  TPC  chain  is  the  TPC  of  Scottsdale, 
site  of  the  Phoenix  Open.  Annually,  on 
the  Stadium  cotirse,  55,000  rouiids  ot  golf 
are  played.  On  the  Desert  course,  70,000 
rounds  are  played.  Both  courses  are  pub- 
lic. The  TPC  of  Scottsdale  is  also  tied 
into  the  Scottsdale  Princess  Resort, 
which  purchased  20  percent  of  the  tee 
times.  The  TOUR  has  a  7 5 -year  lease  to 
manage  this  facility. 

"It's  been  extremely  successful,"  said 
Rick  Renick,  director  ot  golf/general 
manager.  "The  TOUR  is  really  pniud  of 
this  facility. 


The  TPC  at  Sawgrass  is  the  flasji; 
of  the  network.  Approximately  70 
rounds  are  played  a  year  on  its  twi  >  n  i 
es,   the  Valley  and  the  Stadi  . 
(Corporate,  charter  and  founder  memai 
get  priority  on  tee  times  over  the  1 
associate  members,  but  guests  at 
Sawgrass  Marriott  are  allowed  acce 
the  courses. 

"With  the  economy  being  like  i 
we  are  projecting  a  mocierate  dow  n 
in  membership  sales,"  says  M 
Diffenderfter,  national  director  of  in 
bership  for  the  PGA  TOUR.  "But  uv 
in  a  position  where  we  caii  he  p.itr 
We  are  doing  very  well." 

It's  an  ei"iviable  position  tu  be  ii 
IS  almost  impossible  to  make  mo; 
building,  '.lesigning  and  managing 
clubs,  but  the  TOUR  has  made  the  iJ 
course  business  a  profitable  veiii 
Revenue  from  the  TPC  network  wa:ai 
to  $48  million  in  1990,  and  with  ntri 
courses  scheduled  to  open,  PGA  TO'l 
(Commissioner  Deane  Beman's  coiu: 
ot  being  "the  best  set  of  clubsn 
America"  is  well  on  its  way  to  being  tl 
tilled.  It's  just  another  example  of 
Commi,ssioner  being  one  step  ahea 
the  golf  botim. 


The  Hth  hole  at  the  TPC  at  Pij>er  Clcu  in  (.  ./u()/ii((l',  ,\'(.,  ,  /losi  site  of  the  Senun  i  <  'L  l\  \  I'aiueW'ehher  Invitdtional. 
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New  York  Life  is 
arge,  conservative,  and  dull. 

Reassuring  in 
times  like  these,  isn't  it? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
stability''  and  ''security"  are  coming  back  into  vogue. 
1^       To  some,  of  course,  this  is  just  the  current  economic 
trend.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  146  years. 

A  policy  that,  over  the  years,  has  allowed  New 
York  Life  to  amass  assets  under  management  of 
more  than  $50  billion.  And  why  95  percent 
of  the  bonds  in  our  portfolio  are  investment  grade.* 
Does  that  make  us  large  and  conservative? 
We  should  say  so.  And  as  for  dull,  well,  we 
look  at  it  this  way:  If  being  exciting  means 
investing  heavily  in  junk  bonds  that  end  up  in 
default,  that's  the  kind  of  excitement  we  can 
all  do  without. 

For  information  on  any  of  our  full  range  of 
products  and  services, 
call  New  York  Life 

today.  The  Company  You  Keep? 


)1W0  New  York  Lite  Insurjnce  Companv,  SI  Mjdison  Avenue,  New  York,  N  Y  10010  All  nghts  reserved. 
New  York  Lile  Insurance  and  Annuity  Corporation,  SI  Madison  Avenue,  New  York,  N  Y  ITOIO 
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THE  HEART  OF 
THE  GAME: 


The  nuittd 
Ills  to  ;i  tec: 
"Cliarity  is  rhe 
lc;klinj^  inoncy- 
winiKT  on  the- 
re iA  Te)UR." 
The  Tl.Hll\  has  ecnti  ihiiteLl 
$165  iniHiiiii  til  eharitn.-s  since 
1*-H(S.  Last  year  the  Aiiieriean 
C  ioll  Sponsors  contnhiition  was 
$20  minion,  an^l  that  inarkei.1 
the  toiirteenth  conseeutu  e  year- 
ly increase. 

Those  nuiiihers  aie  unp.ir- 
allelei.1  in  sports.  /\iul,  aloiiL; 
with  the  L'l-'ncrosity  ot  sponsors 
aiul  players,  they  are  made  pos- 
sible hy  the  work  elone  hy  the 
thoiisanils  ot  \dlunteers  who 
annually  form  the  uni.lerpinninL; 
of  the  TCXJR  season. 

"Without  the  work  ot  the  xolunteers,"  says  intiniti 
Tournament  ot  C'hampions  Director  Mike  C aosthwaite,  "that 
charity  money  ,L;oes  out  the  (.loot,  no  i.|Liestion.  It  coulel  not  pos- 
sibly he  raised." 

Perhaps  the  .greatest  volunteer  effort  is  made  at  the  AT&T 
IVThle  Reach  National  Pro-Ain.  The  e\  ent  plays  out  o\  er 
three  courses  m  the  often  capricious  winter  weather  ot 
C^alitornia'.s  Monterey  Peninsula,  presentiiiL;  a  unk|iie  set  ot 
lof,'istical  problems. 

Lou  Russo,  the  tournament's  executive  (.lirector,  be^an  hi.s 
a.ssociath  m  with  the  totirn.iment  1  7  years  a^i >  as  a  \  ( ilunteer  tick- 
et seller,  lie  also  ehauwl  the  tians]iortat ion  committee,  ani-l 
knows  well  what  makes  volunteers  tick. 

"We  ha\  e  ( i\  er  1 ,200  \  (  ilunteers,"  says  Russc  i.  "Most  s^ix'e  up 
a  \veek's  vacation  tor  this  work,  and  their  jobs  may  not  be  the 
most  enjoyable.  Some  nex'cr  see  a  ,L;olt  ha" 


I  teel  they  do  it  because  ot  the  bottom 


BY  T.R.  REINMAN 


line,  charity,  and  what  we  1 
been  able  to  i.lonate  over 
years.  This  means  a  lot  to 
volunteers." 

Last  year,  the  AT&T  e'li 
contributed  a  record  $1  milr 
to  charities. 

About  those  voluiiteer  j 
They  tend  to  be  long 
hours,  big  on  commitmeiit 
short  on  glamor.  They  dem 
puncttiality,  often  require  I 
ing  a  iinifcuni,  ani.1  offer 
niuch  more  in  tangible  ret 
than  a  tree  lunch. 

"When  1  tell  them  wh 
do  with  the  toun"iament,  pei 
Lisually  want  to  know  how  1 
started,"  says  Stie  Kellner.  1 
most,  she  simply  asked  an  ac 
volunteer,  gave  her  phone  ni 
her  and  promptly  got  a  call  back.  Kellner  is  an  office  admi 
trator  tor  a  packaging  company  in  CJhicago  who  forgoes  a  w 
ot  her  \  acation  to  work  at  the  Centel  Western  Open. 

"Sometimes  they  shake  their  heads,  hut  my  enthusi; 
tells  them  it's  a  fun  thing  to  do,"  says  Kellner. 

For  the  last  six  years,  Kellner  has  worked  tip  to  three  he 
per  (.lay  for  fotir  i.lays  during  the  tournament  as  a  member  of 
Imspitality  committee.  Ller  duties  included  staffing  infori 
tion  booths  on  the  course,  helping  post  scores  on  the  outd 
boarels  and  answering  press  room  phones. 

"1  thought  \\\  tire  ot  it  after  a  tew  years,"  says  Kellner, 
1  ha\  en't.  1  really  look  forwaixl  to  it.  And  there's  always  a  se 
of  letelown  tor  a  couple  of  days  after  it's  all  over." 

This  year  Kellner  is  set  to  work  as  a  scorer,  one  who  wtl 
with  the  players,  charting  rheir  scores  and  other  statistics. 

"We  all  fantasize  about  being  a  pi 
says  Kellner,  an  avid  25-handicap  gol 
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"This  is  ;in  opportunity  to  tccl  a  lirrlc  clos- 
er to  tliat  lilc.  And  1  tcit  that  way  e\'en 
hetorc  1  was  asked  to  he  a  scorer." 

For  "ZO-odd"  years  a  vice  presitlent  at 
hiKersoU-Rand,  Forrest  Stewart  finally 
retired  to  The  Woodlands,  a  ^olt  coin- 
inunity  in  llouston.  Five  years  aji^o  he 
became  a  Noliinteer  through  association 
with  a  husiness  client.  So  much  tor  a 
leisurely  n^airement. 
Stewart  is  now  the 
chairman  t  it  jiroperties 
tor  tlu'  I nelei^endent 
Insurance  Ayent 
Open.  As  such,  he  is 
chaif^'ed  with  setting 
up  the  facilities  need- 
ed to  host  a  tourna- 
ment —  si.nns,  bleach- 
ers, tents  and  more. 

Stewart,  who  says 
he  "always  liked  to 
work  with  my  hands," 
estimates  he  spends 
ei^ht  hours  per  day  tor  si.\  weeks  lead- 
in,!,'  into  the  tournament.  And  then 
everything;  his  peoj^le  ha\'e  put  up  must 
come  down. 

All  ot  this,  ot  course,  takes  money. 
Virtually  every  tournament  has  a  corpo- 
rate title  sponsor,  but  one  that  does  not 
is  the  Phoenix  l")pen. 

The  Thunderbird  (dub  is  the  local 
orf.;ani:in,u  luxly,  and  t(  i  it  tails  the  respon- 
sibility ot  not  only  all  the  usual  x'olunteer 
duties,  but  also  raising  tunds  to  cover  the 
week-loni;  e\'ent. 

In  a  three-month  sales  program  that 
began  last  Sej-itember,  the  small  men's 
group  raisei.1  a  whopping  $4  million. 

Feter  Calihan,  last  year's  tournament 
director,  owns  an  ottice  supply  company 
with  ottices  in  Fhoeni.x  and  San  Diego. 
This  year  he  was  the  toji  seller,  bringing 
in  $1 20,000  in  what  is  widely  perceived  as 
a  locale  suffering  with  a  down  economy. 

"People  see  jiart  icipat  ing  in  a  golf 
tournament  as  a  wise  business  decision," 
says  Calihan,  a  ten-year  member  of  the 
Thunelerbn\ls.  "We  ha\e  not  IlkI  a  year 
in  which  we  did  not  see  an  increase  in 
sales.  As  in  life,  if  you  work  a  little  hard- 
er, you  can  i.lo  a  little  better." 

Last  year  the  Thunderhirds  donated 
.$iSOO,000  to  local  charities,  mainly  in  sup- 


"\  think  it  taltes  a 
couple  of  years 
to  appreciate  just 
wiiat  you're  doing 
as  a  volunteer, 
but  a  tour  of  the 
hospital  would 
do  it  in  short  order/' 


port  of  youth  organizations.  Fully 
$300,000  came  tr6m  tournament  efforts. 
The  balance  came  from  the  TOUR's 
Team  Charity  Competition  Purse. 

And,  again,  that  is  the  bottom  line. 
For  thousands  of  volunteers  across  the 
country,  tournament  week  is  a  week  to  see 
the  pros  from  an  angle  few  paying  cus- 
tomers can  imagine.  Friendships  are  made 
and  renewed  annually, 
too.  And  people  get  to 
help  people. 

E.Y.  Ciiley  is  an 
estimator  for  an 
Atlanta  printing  com- 
pany. He  is  also  the 
director  of  marshalls  at 
the  BellSouth  Atlanta 
C'lassic.  The  majcir 
beneficiary  ot  that 
1 1 ) u r n a m e n t  is  the 
Egleston  Children's 
Hospital. 

  "To  me  it's  a  priv- 
ilege to  do  this,"  says  Coley,  who  started 
work  as  a  marshall  12  years  ago.  "We 
don't  have  to  pay  people  to  do  this.  It  you 
do  it  you  have  to  have  a  sense  ot  pride. 
The  people  who  call  me  tor  months 
before  the  tournament  are  the  very  peo- 
ple we  want,  the  people  who  say,  'What 
can  1  do  to  help.'' 


Due  to  the  generosity  of  the  spomors,  pLi 
vohmteers,  the  American  Golf  Spomors  uul 
TOUR  contributed  $20  miUi(m  to  charities  in  I  f 

"I  think  It  takes  a  couple  of  year 
appreciate  just  what  yi)u're  doing  as  a 
unteer,  but  a  tour  of  the  hospital  wc 
do  it  in  short  order." 

Theirs  is  often  a  hard  job,  hut  it  is 
a  thankless  one.  The  volunteers,  by  d 
nition,  do  it  willingly.  Their  enthusi; 
says  it  must  he  tun  to  do.  And  as  \ 
TOUR's  charitable  contributions  sh'- 
they're  doing  it  well.  1 


Ahhough  the  Phoenix  ( )pen  does  not  have  a  corporate  sponsor .  the  I  hnndcrhnd  C  hih  lakes  on 
responsibdity  jor  all  volunteer  duties  cls  well  as  raising  funds  to  cover  the  event. 
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■  IteawifeiMMds^anachingbadandco^^  ■ 
WtDcmjustalxutaifaronthemate 


sn  it  comes  to  driving  witli  an  aching  bacl<,  take  it  from 
^y. .  .the  all-new  Oldsmobile"  Ninety  Eight  six-passen- 
iUxury  sedan  tums  any  drive  into  a  pleasure  cruise^ 
From  its  longer,  sleeker  shape  to  even  more  a 
dard  luxury  features,  the  1Q91  Oldsmobile  \ 
2ty  Eight '  truly  delivers  on  luxury  in  a  big  way 
How  big?  New  Ninety  Eight  has  nine  new 
les  of  length,  more  back  seat  legroom  and  over 
:ubic  feet  of  trunk  space.  There's  also  enough  room 
he  entire  foursome's  gear. 
New  Ninety  Eight  also  features  a  more  respon- 
3800  V6  engine  with  tuned  port  injection  and  a 
dard  anti-lock  braking  system.  You'll  be  amazed 
tie  newly  available  Computer  Command  Ride 
em,  an  innovation  that  automatically  adjusts  the 
to  match  changing  road  conditions.  It's  a  great 
to  ensure  smooth  drives. 
Getting  into  the  new  Ninety  Eight  is  much  easier 
1  getting  into  a  lot  of  other  luxury  cars.  That's 
ause  it  doesht  have  the  usual  obstacle  blocking 
r  way  Namely  an  oversized  sticker  price. 
Of  course,  once  inside,  you'll  find  plenty  of  good 
ons  for  staying  there  awhile.  I  ncluding  a 
er's  side  air  bag,  six -way  power  driver's  seat,  i 
rer  windows,  power  door  locks,  automatic  ^ 


comfort  control  air  conditioning,  Tilt- 
Wheel  ■  steering,  available  leather  in 
the  seating  areas  and  an  available  digital 
compact  disc  stereo  sound  system. 
Plus  there  are  added  protection  features  like  the 
Pass-Key  theft-deterrent  system,  "child  proof" 
rear  door  locks  and  two-sided  galvanized  steel  for 
added  corrosion  protection. 

And  while  we're  on  the  subject  of  protection, 
the  new  Ninety  Eight,  like  all  new  Oldsmobiles, 
comes  standard  with  the  OldsmoWe  Edge,  the 
most  comprehensive  owner  satisfaction  program 
in  the  industry 

To  find  out  more  about  the  all -new  Ninety  Eight, 
just  stop  by  your  local  Oldsmobile  dealer  Or 

call  1-800-242-OLDS,  Mon.-FrL,  9  a.m.  to  7  p.m.  EST. 
After  one  drive,  you'll  be  hooked.  Or  should 

we  say  set  straight. 


INinely  Eight 

The  New  Generation  of  Oldsmobile. 


Oldsmobile:  Official  Car  of  the  PGA  of  America, 
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THE  BUSINESS  OF  THE  PGA  TOUR 


This  was  not  jiist  any 

 toursomc.  It  was  tlie 

-j-  tmcst  toursnme  ot  last 
year  —  maybe  any  year 
—  to  he  invoh  eJ  in  a 
sudden  death  phiyott. 
This  was  marquee. 
Or^^fj.  Norman,  N4ark  CJaleaveechia,  Paul 
Azinger,  Tim  Simpsim,  and  a  throng  were 
stampeding  toward  the  10th  hole  at  Doral's 
Blue  Monster  to  watch  them  settle  the  mat- 
ter of  the  1990  Doral-Ryder  Open  and  the 
$252,000  first  prize  that  went  with  it. 

As  the  biMsterous  crowd  rushed  to 
encircle  the  tee  and  line  the  tairwav  all 
the  wa\-  to  the  green,  one  man  ran  in 
another  direction,  like  a  car  wending  its 
way  through  l-^^5  rush  hour  trattic.  The 
man  was  Wendell  Beard,  a  senior  vice  pres- 
ident tor  Ryder  Systems,  and  he  was  halt- 
running  toward  the  CBS  compound.  He 
was  looking  tor  action,  just  like  the  crowd 
that  streamed  to  watch  the  playott,  hut  the 
action  he  wanted  was  ditterent.  He  was  making  sure  that  com- 
mercial time  was  a\  ailahle  on  what  was  about  to  become  one 
ot  golt^s  two  hottest  telecasts  ot  the  year. 

"I  didn't  want  Ryder  to  mi.ss  a  spot  m  the  playott,"  Beard 
said,  "becatise  we  knew  what  kind  ot  numbers  it  would  gener- 
ate. The  playott  woukl  haw  some  \'ery  high  ratings." 

He  was  right.  Last  year.  The  Masters  was  the  only  golt  tour- 
nament to  generate  higher  telev  ision  ratings  than  that  Doral- 
Ryder  Open.  It  was  a  telecast  which,  from  the  point  ot  view  ot 
the  tournament  sponsor,  scatter  market  advertisers  and  PGA 
TOUR,  had  just  about  every  element:  Norniiin,  argu.ibly  golt^s 
highest  profile  and  certainly  its  most  salable  commodity,  shot 
a  tinal-round  62  and  then  iced  the  cake  with  a  Nourishing  chip- 
in  tor  eagle  to  win. 

It  was  an  example  of  the  kind  ot  tele- 


"People  who  are  on  network 

television  with  us  right 
now  ore  spending  between 
$3  million  and  $4  million 

a  year  per  event. 
And  they're  loving  it." 


BY  LARRY  DORMAN 


\  ision  show  that  the  PGA  TOUR  ani. 
three  major  networks  and  the  cable  coi 
nies  dream  about.  To  the  TV-PGA  TC 
maiTiage,  a  steady  and  solid  union,  it  bro 
the  addei.1  element  of  high  drama  ana 
appeal  that  makes  the  entire  packatj; 
attracti\'e  to  advertisers  and  consumer: 
Golt  and  TV  are  natural  parti 
NBC-TV  Executive  Producer  Larry  Ci,' 
calls  it  the  "one  sport  that  is  better  on 
vision  than  it  is  in  person."  And  it  cai| 
when  it  is  done  right.  What  began  as  a 
ering  black  and  white  image  of  Ar 
Palmer  hitching  his  pants  and  flickin 
cigarette  aside  has  become  a  big  sc^t 
parnuama  with  o\'erhead  shots  and 
close-ups  and  sweeping  vistas  that  sprin 
the  screen.  The  era  when  the  camera  v 
was  crude,  the  technology  antic]uated 
the  audience  small  is  a  distant  memor 
"It  was  around  1959  when  televi 
discovered  Arnold  Palmer  and  Arr 
Palmer  discovered  television,"  said  Ft 
Chirkinian,  the  CBS  golt  producer.  "And  we  rode  with  him 
he  rode  with  us  and  we  dex  eloped  a  beautitul  thing.  Then  w 
color  came  to  televisicin  in  1966,  it  was  like  a  budclmg  tlo' 
It  leaped  ott  the  screen  at  people." 

Just  a  little  o\'er  a  decade  ago,  there  were  only  100  hou 
golt  tele\-ised  each  year.  Last  year,  more  than  500  hours  ot  golt  \ 
beamed  into  homes  around  the  nation.  Tliis  year,  there  will  be  e 
more.  The  amount  oi  re\  enue  generated  by  golt  on  televisic 
almost  incalculable,  but  it  derives  its  stilid  base  from  a  concept  c 
sponsor  underj^inning  that  was  pioneered  by  the  PGA  TOUI 

Here's  how  it  works:  the  title  sponsors  of  PGA  TOUR  e\i»t 
enter  into  an  agreement  with  the  TOUR  and  whichever  netwr 
is  telecasting  its  event.  The  sponsor  purchases  one-half  ot  thd 
ax'ailable  30-second  commercial  spotso 
the  e\'ent.  The  remaining  spots  are  sok'^ 
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An  Arizona  college  uses 
NEC's  big  business  technology  to  reach 
its  smallest  class. 


There  aren't  many  colleges  willing  to  go  the 
extra  mile  —  let  alone  more  —  to  help  two  students 
fulfill  their  graduation  requirements.  But  thanks 
to  NEC's  sophisticated  telecommunications 
equipment,  Maricopa  County  Community  Colleges 
have  put  music  majors  Correne  Lane  and  Casey 
Henry  in  a  class  by  themselves. 

To  graduate,  both  students  must  complete  a 
course  in  Music  Theory  held  on  a  campus  too  far  away  for 
either  to  reach.  But  with  NEC's  teleconferencing  technology,  Correne  and  Casey 
can  now  attend  class  three  times  a  week.  The  system's  two-way  communication 
capabilities  allow  them  to  see  and  hear  their  professor  while  he  watches  and 
listens  to  their  performances. 

In  addition  to  helping  the  college  bridge  the  gap  between  teachers  and  students, 
Maricopa  is  also  using  other  NEC  interactive  equipment  to  keep  administrators  and 
educators  on  the  same  wavelength. 

At  NEC,  we're  constantly  coming  up  with  better  ways  to  bring  people  together 
You'll  find  our  computer  and  communications  products  in  coiporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country  Helping  people 
share  information  —  wherever  they  may  be. 

To  learn  more  about  NEC's  quality  products,  call  1-800-338-9549. 


NEC 


Quality  That  Proves  Itself. 


Communications  •  Computers  •  Electron  Devices  •  Home  Electronics 
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THE  BUSINESS  OF  THE  PGA  TOUR 

■ 

a 

the  network.  The  concept  was  arrived  at 
h\  PC  I A  TOUR  C'oniiiiisMoner  L\-ane 
Beiiian,  who  realized  in  1^XS4  that  the  rela- 
til  )nshii^  hetween  i^oH  aiul  telex  ision  need- 
ed a  concrete  hase  on  which  to  staiul  as  it 
nio\'ei.l  toward  the  uncertain  '■)0s. 

Terry  Hanson,  \ace-presiLlent  of  coiii- 
iiiunications  tor  tlie  PCiA  TOUR,  was 
then  (.lirectorot  hroaLlcastini;  when  Beiiian 
came  up  with  the  uiulerpinnin>;  klea. 

"Deane  hai.1  a  lot  of  v  ision,"  Hanson 
saii.1.  "A  lot  of  people  were  crinci:in_y  the 
ii.lea  of  iinLlerpinnini^,  sayiiti;,  'Why  are 
you  i.loin^  the  networks'  work  for  them  hy 
sellini;  half  the  aLlvertisini^?'  But  Deane 
knew  the  networks  weren't  always  ,uoinj^ 
to  ha\'e  .1  h(  ittomless  j^it  of  cash.  S(  >  he  di^l 
a  C(  iu|de  i  if  thmi^s. 

"kiist,  he  came  (\p  with  the  formation 
of  the  Tournament  Players  Cduh  netvx'ork 
as  an  alternatiw  source  of  income.  Last 
year  that  represented  ^0  percent  <  if  the  ti  >tal 
income  of  the  TOUR  (or  $41  million). 
Seconi^l,  he  reco,L;ni:eLl  the  potential  ( )t  title 
s]ionsorship.  We  were  heini;  criticizeel  hy 
some  of  our  own  memhership  an^l  16 
iiK  inths  later  the  marketplace  for  sales  went 
riLiht  in  the  toilet  ani.1  all  three  networks 
went  through  chan,i;es  in  leatlership." 

"We  now  look  up  an^l  we're  heint,'  her- 
alded as  a  leader  in  the  industry  as  tar  as 
t.leliverin.i:^  sponsor  dollars,"  Hanson  saii^l. 
"The  USF&G  SLi^ar  Bowl  and  the  John 
(  I  MUdck  Sun  Bowl  ]~iop  up  rii;ht  after  we 


start  and  we  yo  from  hein^critici:c\l  toheiiiL; 
heralded,  and  emulated,  in  16  months." 

John  Ex'enson,  who  works  with 
Hansc  in  as  lI  tree  tor  of  hrc  ).idcastin,L;  for  the 
PC)  A  TOUR,  points  out  that  there  are  59 
tele\  isei.l  ^olt  tournaments  this  year. 
There  vsere  |ust  ^5  on  the  air  in  1986. 

"The  sLiccess  o  f  the  SENIOR  PGA 
TOUR  and  the  addition  ot  cahle  packages 
are  the  reason,"  Ex'enson  said. 

And  all  the  tournaments  want  air 
time.  It  is  the  primary  source  ot  (grease  tor 
the  coqiorate  Ljolt  machine.  Sponsors  want 
maximum  exposure  tor  their  proi.lucts  ani.1 
maximum  exposure  means  telex  ision. 


Hanson;  "It  makes  sense  to  say  th.it 
for  ev  ery  e\  ent  yi  u:  put  on  the  air  that  you 
are  i^uttmi;  more  Linits  in  the  marketplace 
and  perhaps  driving  cKiwi'i  the  value  ot 
the  existing  package.  Commissioner 
l^lavid  Stern  a^klresscLl  that  in  regard  to 
the  NBA.  But  we  are  a  little  different.  He 


can  tax  the  Cle\'eland  Cavalier^  f 
example,  and  tell  them  that  their  ch,  c 
ot  heing  on  the  air  next  year  have  ;( 
recluced  for  the  good  of  the  league.  If  ; 
talking  ahout  cutting  air  time,  we're  li 
ing  entire  events.  That  won't  work. 

The  networks  aiiel  cable  comp;!ci 
seem  to  agree.  The  deals  with  NBCii 
C"BS  have  heen  extencfed  through 
ani.1  the  TOUR  is  negotiating  with  .i. 
right  now. 

Cjolt  is  an  expensive  sport  to  tef  . 
,ind  to  sponsor,  hut  this  has  not  damp : 
coiporate  America's  ardor  tor  the  gr 
Neither  has  the  fact  that  the  ratings  ft  i 
ha\'e  remainei.1  relatively  tTit.  Whi- 
would  he  silly  to  maiiitain  that  rat- 
mean  nothing  to  the  networks  and 
advertisers,  it  is  important  to  poim  ( ml  i 
golt^s  attractiveness  is  beholden  nn  m,- 
audience'^  economic  makeup  than  its : 

"The  people  who  watch  golf  i  m 
vision,  the  people  who  atteiid  golf  tu: 
naments,  are  the  people  who  btiy  thiis, 
said  Evenson.  "All  our  research  telB 
this.  Generally,  the  people  who  wf: 
golt  are  between  the  ages  ot  36  and  55i 
70  percent  of  them  make  hetwj 
$'\0,000  and  $2W,000  a  year. 

"So,  while  our  ratings  have  heen 
ot  tJat,  there  has  been  more  coiporate 
port  and  more  interest  trom  network  p 
cahle  because  golt  is  sellable.  It  hasjl 
tiemographics  —  the  disposable  incd 
the  acciuisitive  nature  ot  the  audic- 
and  its  male/temale  ratiii." 

Golt  a.Lso  has  an  extraordinary  i 
thetic  appeal  on  television.  At  its  he- 
is   theater,    Hamlet    in  cashnu 
Chirkinian  is  the  dean  ot  television 
ducers,  and  his  CBS  team  travels  tc 
tournaments  this  year,  more  than 
other  netwi)rk.  Through  the  years, 
Emmy-avvai\l-winning  producer  has  b 
witness  to  many  of  the  sublime  mom()il 
the  game  can  bring.  One  ot  his  tavoi 
came  during  the  1975  Masters. 

("hirkmian:  "Tom  Weiskopthad 
birdied  the  1  5th  hole  to  take  the  lea^ 
a  shot  over  Jack  Nicklaus.  Jack  was  at 
16th  green  waiting  to  play  wl 
Weiskopt  made  his  putt  and  a  great  i 
went  up.  We  ctit  to  a  closeup  of  Ja^ 
face.  Ben  Wright  says,  'Ah,  evil  musK" 
Mr.  Nicklaus'  ear.' 


BUSINESS  WEEK/MAY  6,  1991 


SPECIAL   A  D  V  E  R  I  I  S  I  N  G   S  E  C  I  I  0  N 


THE  BUSINESS  OF  THE  PGA  TOUR 


'Wc  cur  h;ick  to  johnny  Miller  ni;ik- 
lis  |uiit  at  the  1  Sih  to  pull  to  v\  ithni 
itrokc.  And  then  we're  hack  rojack, 
ig  his  km^  putt  at  the  1 6rh  and  clanc- 
icross  the  qrcen  with  his  i^utrer  held 
le  air  through  this  yreat  roar.  And 
.7Loiighurstsay,s,  'My,  niy,  my,  never 
re  have  I  seen  such  a  thin,!:,'.' 
"And  we  iiniriediately  cut  to 
jkopfs  reactiim.  And  Henry  says, 
1  now  Mr.  Weiskopt  must  take  it, 
as  he  dished  it  out.'  This  was  just 
endous  theater,  wliich  is  wliat  golf 
at  its  best,  he  on  television." 
Recent  television  developmeiits, 
I  as  the  NBC  concept  ot  walking 
rters  and  the  ABC  hreaktliroughs  in 
heaci  photography  and  18-hole  cov- 
t  with  RF  wireless  cameras  have  com- 
d  to  make  golf  coverage  more  com- 
:  than  anyone  could  have  imagitied, 
1  as  recently  as  the  Masters  that 
•kinian  recalls  so  fondly.  And  anoth- 
g  part  ot  the  show  are  the  new  hreed 
olor  commentators,  whose  insight 
bines  with  a  little  bit  ot  irreverence 
)ice  up  the  product. 


Ciary  McCord  at  C~BS  and  johnny 
Miller  at  NBC  are  the  best  examples  of 
the  new  treni.1  in  golt  broadcasting,  a  cou- 
ple c  il  fellows  wjio  aren't  afraid  to  gi\  e  the 
x'lewer  an  honest  and  often  humorous 
perspective  on  w\r.\\  is  going  on  insii.lethe 
ropes  at  a  golt  tournament.  Miller,  whose 

''Both  entities 
(television  and  corporate 
America)  see  tlie  value 
and  merchandising 
possibilities  with  the 
PGA  TOUR/' 

debut  with  NBC  last  year  was  highly  laud- 
ed, has  a  low-key  delivery  to  complement 
a  higlily-charged  sense  of  exactly  what  is 
going  on  in  a  player's  mind  when  the  pres- 
sure gets  intense.  McCord,  who  has 
worked  five  years  with  CBS  and  still  plays 
part-time  on  the  PGA  TOUR,  has  two 
very  big  things  going  for  him:  he  knows 
the  players,  and  he's  extremely  tuniiy. 
This  is  all  part  of  what  sponsors  get 


tor  their  money  when  they  get  m\'olved 
with  a  1\;A  tour  event.  None  of  it 
comes  cheap.  C^nce  a  title  sponsor  comes 
up  with  his  share  ot  tlie  purse  (usually 
between  $750,000  and  .$1  million)  and 
his  share  of  the  advertising  underpinning 
(anywjiere  from  .$1.7  million  to  $  1 .9  mil- 
lion) he  wants  more  than  just  his  compa- 
ny's name  on  the  tournament  programs 
and  18  ■50-second  commercial  spots. 

He  wants  a  cjuality  telex'ision  pro- 
duction. Almost  invariably,  that's  what 
he  gets.  That's  why,  even  when  econom- 
ic uncertainties  have  caused  major  cor- 
porate sponsors  to  end  their  a.s.sociation 
with  PGA  TOUR  events,  there  are  other 
sponsors  ready  to  take  their  place. 

"Right  now  we  have  a  terrific  rela- 
tionship with  television  and  corporate 
America.  Both  entities  see  the  value  and 
merchandising  possibilities  with  the  PGA 
TOUR,"  said  Han.son.  "Business  people 
can  see  the  beauty  ot  the  arrangement 
that  we  have.  People  who  are  on  network 
television  with  us  right  now  are  speni^liiig 
between  $3  million  and  $4  million  a  year 
per  event.  And  they're  loving  it." 
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INTRODUCING  OUR  LATEST 
BEARING  MANUFACTURING 
BREAKTHROUGH. 


And  for  the  first  time  in  oni' 
history,  we'll  be  using  it  in 
two  places  at  the  same  time. 

Because  this  year,  The 
Timken  Company  will  be 
breaking  ground  for  not 
one,  but  two  of  the  most 


advanced  new  bearing 
manufacturing  facilities  to 
be  found  anywhere. 

You  will  find  them  in 
operation  by  1993  in  both 
U.S.  and  European  locations, 
ready  to  meet  the  needs  of 


our  customers  anywhere 
in  the  world. 

And  fully  equipped  with 
the  technology  and  systems 
necessary  to  assure  that  our 
C()mi)any  can  su|)ply  you  with 
the  world's  most  advanced 


arings  more  efficiently, 
)re  economically  and  in  less 
ne  than  ever  before, 
^hich  means  we'll  be  in 
3  best  place  to  help  your 
mpany  do  some  ground 

.  .  „  .  I  SA  •  Ar.uiMiliiia  •  Aiisliiili.i  •  Bra/.il  •  raiuida  •  France  •  (iiiinain  •  drcal  Unl.iiii  •  lliirinar\  •  liidi.i 

Saking  01  its  own  .  Ital>  •  .lapan  •  K.iiva  •  \1f\i(  u  •  Siii,na|iiirc  •  Snuili  All  ii  a  •  S|iaiii  •  Surdni  •  \i-nc/iicla 


TIMKEN 

Doing  what  is  best 


The  Nt'iioLis 
i^oltcr  always 
has  specific 
reL|u  irements 
tor  the  next 
\'acatii)n's  par- 
adise. Beautiful 
scenery.'  Sure.  Great  places  to 
eat?  Of  course.  And  spectacular 
golf  —  well,  that  ahsoKitely  tops  the  list. 

Places  with  all  these  attractions  cer- 
tainly exist.  The  trick  for  the  traveling 
{golfer  has  been  to  find  them. 

Enter  the  PGA  TOUR.  Its 
"Official  Golf  Destinations" 
match  tourism  a<^'encies  ani.1  ^olf 
travelers.  To  date,  four  areas  in 
three  different  countries  have 
received  the  Official  Desti- 
nation desif^nation.  Resorts  in 
these  areas  may  use  PGA 
TOUR  agronomy  ser\'ices  to 
keep  their  courses  in  the  best 
possible  playniL;  conduion. 

'The  PGA  TOUR  is  verx 
proud  of  our  Official  CjoIi 
DestmatKui  pro.s^ram,"  say- 
Commissioner  Deane  R.  Beman 
"One  of  the  TOUR's  missions  i- 
to  spreai.1  interest  in  the  j^ame  ol 
golf  to  as  many  areas  as  |-iossihle. 
We  believe  oLir  su|ii~>ort  and  pn  >- 
motion  of  these  sites  enables  us 
to  do  that." 

The  possibilities  tor  a  PGA 
TOUR  golf  vacation  are  as  var- 
ied as  the  Official  Destinations. 
Looking  for  an  island  golf 


BY  SALLY  PETERSON 

paradise.'  Try  the  Bahamas  and  Puerto 
Rico.  A  Florida  golf  getaway  with  tour- 
nament  courses?  It's  Florida's  First  Coast. 


/  he  SLtiskic'  (inks  iiuosl'  at  C,v\sidl  I'adicc'  iii  Nassau. 


Breathtaking  mountain  sc 
Try  Canada's  British  Col 
Of  course,  a  woncierfu 
tion  may  be  had  in  any  of 
places  without  hefting  a  c\< 
Official  PGA  TOUR 
Destinatiiins  concentra 
what  golfers  want  most:  gre; 
In    the  Bahamas 
instance,  five  major  golf  resorts  on 
islands  are  part  of  the  PGA  TOl 
gram.  On  tiny  Paradise  Island  golle 
|Tay  the  Paradise  Island  b- 
and  Golf  Club  where  Hale 
won  the  Bahamas  ClassR  t 
under  par.  With  water  on 
hole  of  the  back  nine  ai 
three  holes  of  the  front,  coi'e 
tional  Bahamian  course  w  ii. 
^ays  bring  plenty  of  golf  bai. 

In  Nassau  there's  a  li^ 
resort  where  the  golf  coue 
probably  the  only  thing  i" 
not  pink  or  purple.  The  rec 
renovatecl  seaside  links  cou 
Crystal  Palace  features  na| 
well-trapped  fairways  and  Ijs 
rough.  Casinos  and  fine  re 
rants  abound. 

Divi  Bahamas  Resort 
western  end  of  the  island  o 
more  laid-back  atmosphei. 
world-class  dive  facility  a 
theme  of  "barefot)t  elegac 
typify  this  oasis  of  quiet  lu'J 
The  golf  course  isn't  a  typi;i 
flat  island  course  at  all,  It 
rolling  landscape  with  ani. 
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L'lh  hole  at  Doradu  Beach,  a  major  Hyatt  fiolf  complex  in  Puerto  Rico. 


le  house  ruins  and  interesting  fencing 
add  to  the  charm  ot  this  well-kept, 
llenging  course. 

On  Grand  Bahama  Island,  the 
amas  Princess  Resort  in  Freeport 
rs  an  abundance  of  lush  greenery  on 
luhy  and  Emerald  courses.  The  deep 
^h  is  jungle,  and  wide  fairways  are 
d  with  trees,  so  the  sacrifice  of  dis- 
:e  for  accuracy  may  pay  off. 


irjitl  jimk  /lt!?)iin,t;(is  m  Nawait 


Nearby  is  Lucaya  Golf  and  Country 
Club  and  Atlantik  Beach  Re.sort.  Here, 
each  fairway  is  secluded  tmm  the  next, 
and  the  course  has  only  one  water  haz- 
ard. Still,  target  golf  is  involved,  and 
scores  may  run  surprisingly  high.  "Come 
Challenge  Lucaya"  is  an  apt  slogan. 

Of  course,  even 
true  fanatics  can't 
play  golf  all  the 
time.  There  are 
other  worthy  sports 
in  the  Bahamas — 
shopping  is  one. 
Nassau's  Straw 
Market  is  a  must-see,  as  are  the  wonder- 
fully funky  International  Bazaar  in 
Freeport  and  the  Port  Liicaya  festival 
marketplace. 

Each  Bahamian  hotel  offers  a  wealth 
of  water  sports,  tours,  casinos,  and  tirie 
dining.  (Try  conch  —  pronounced 
"konk" —  in  any  of  its  mouth-watering 
variations.)  English  with  a  lilt  is  the 
national  language  here,  but  remember 


that  both  rental  cars  and  golf  carts  must 
drive  on  the  left. 

An  original  birth  certificate  and 
valid  driver's  license  will  satisfy  Bahamian 
Customs.  For  sports  travel  information, 
contact  the  Bahamas  Sports  &  Aviation 
Office  (^05-442-7095). 


Because  Puerto  Rico  is  a  U.S.  com- 
monwealth, documents  aren't  necessary 
for  entry  into  this  Official  PGA  TOUR 
Golf  Destination.  At  present,  the  major 
golf  complex  in  Puerto  Rico  is  the  Hyatt 
Cerromar/Dorado  Beach,  on  the  north 
central  coast.  The  Cerromar  is  a  seven- 
story  monument  to  modern  resort  leisure, 
with  "the  worki's  largest  river  pool,"  while 
Dorado  Beach  reflects  a  quiet  elegance. 


""One  of  the  TOUR's  missions  is  to  spread 
interest  in  the  game  of  golf  to  as  many  areas  as 
possible.  We  believe  our  support  and  promotion 
of  these  sites  enables  us  to  do  just  that." 
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The  si,tniiitmv  I7ih  hole  island  fpccn  at  the  TPC  at  Sawf^ws'-. . 


The  Hyatt  courses  are  PGA  TOUR 
stars  in  their  own  ri^ht,  having  husted 
the  Senior  PGA  TOUR's  Mazda 
Ghampions  event  and  its  new  seasnn- 
ending  event,  the  New  York  Lite 
Champions  Classic.  The  courses  feature 
plenty  of  doglegs,  water,  and  wind. 

Palmas  del  Mar,  on  the  southeast 
coast,  IS  Puerto  Rico's  other  major  golf 


A  fort  in  hisi": ..  >       -..i.  ni.in 
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resort,  its  distinctly  Mediterraiiean  feel 
(red-tiled  buildings  nestled  into  a  tropical 
mountainside)  enhances  its  casual  ambi- 
ence. An  ln)urfrom  Sanjuan,  there's  .some- 
thing here  for  everyone:  restaurants  (snack 
bars  to  French  cuisine),  .shops,  beach,  vil- 
las, marina,  even  horseback  riding. 

And  golf.  The  Palmas  course  offers 
scenic  ocean  and  mountain  panoramas 
from  every  tee  and  green.  It's  relatively 
tight,  so  the  emphasis  is  on  shot-making 
and  finesse. 

Puerto  Rico's  tourist  charms  are  well 
known.  Old  San  Juan  is  a  treasure — but 
one  that  should  be  seen  with  a  knowl- 
edgeable guide.  Tours  are  also  easily 
arranged  to  El  Yunque  Rain  Forest  and 
picturescjue  Lucjuillo  Beach.  Near  Dorado, 
take  time  to  see  Rio  Camuy  Cave  Park  and 
the  Arecibo  Observatoiy.  For  travel  infor- 
mation, contact  Puerto  Rico  Tourism 
Co.'s  Promotion  Office  (809-721-1896). 

Let's  go  north  now,  to  Florida,  the 
golfer's  mecca.  The  area  near  Jacksonville 
is  home  to  the  PGA  TOUR,  THE  PLAY- 
ERS Championship,  the  fabled  Tourna- 
ment Players  Club  at  Sawgrass,  and  a  host 
of  beautiful  golf  resorts  and  semi-private 
and  public  golf  courses  as  well. 

The  area's  golf  hub  is  Ponte  Vedra 


(pronounced  'Ton-ta  VEE-dra)  Be; 
coastal  resort  community  about  45 
utes  from  Jacksonville  Internati 
Airport.  Here  The  Marriott  at  Saw 
tempts  golfers  with  its  "99  holes  of  j 
Guests  play  the  Stadiuin  Course  a 
TPC  at  Sawgrass  (which  annually 
THE  PLAYERS  Championship)— w 
out  for  its  infamous  17th  hole  is 
green.  The  formidable  Valley  Cour 
the  TPC  formerly  hosted  the  M 
Senior  TPC.  Marriott  guests  also  pla 
Sawgrass  and  Oakbridge  Country 
courses. 

For  oceanfront  relaxation,  tr^ 
venerable  Ponte  Vedra  Inn  and 
with  its  own  36  holes  of  golf  and  a  w 
class  spa.  The  new  Lodge  at  Ponte  V 
an  intimate,  oceanfront  luxury  h 
offers  access  to  54  holes  of  golf  at  top 
vate  courses  including  Marsh  Lan 
Coimtry  Club. 

Just  north  of  Ponte  Vedra  Bea- 
Fernandina  Beach  and  Amelia  Is 
Plantation  Resort,  which  consiste 
ranks  among  the  top  12  golf  resort 
America.  Its  45  holes  of  golf  are  stu 
with  small  greens,  overhanging  oaks,! 
marshlands,  and  towering  sand  di  t 
opening  onto  ocean  vistas.  The  reii 
hotel  offers  stunning  views  of  both  oci^ 
front  and  salt  marsh. 

Scuith  of  Ponte  Vedra  is  St.  August} 
America's  first  city  and  the  reason  this 

So  there's  plenty  of 
time  to  play  golf  and  plenty 
of  golf  to  play. 


is  known  as  "Florida's  First  Coast." 
charmingly  quaint  area  includes  an  autf 
tic  16th  century  Spanish  fort  and  a  my 
of  tourist  attractions. 

Stay  at  the  Ponce  de  Leon  Resort  t 
Country  Club  and  play  the  area's  okf 
golf  course.  The  Ponce  also  offers  the  <  ll 
"18-hole  championship  resort  putii 
course"  in  the  U.S. 

The  First  Coast  is  strewn  with  ex* 
lent  semi-private  and  public  golf  coui 
One  of  those  is  the  Golf  Club 
Jacksonville,  owned  by  the  Cit\ 
Jacksonville  and  operated  by  the  P( 
TOUR.  This  family  golf  facility  feati 


THE  BUSINESS  OF  THE  PGA  TOUR 


an  18-hi)lc  course,  ;i  lighted  practice 
range,  an*.!  a  miniature  gult  CDiirse  that's 
a  replica  ot  the  Stadium  Qnirse  at  the 
TPC  at  Sawgr.iss.  For  vacation  tra\'el 
inti>rmation  on  the  First  CJoast,  contact 
the  Jacksonville  Convention  &  Visitors 
Bureau 

While  Florida's  verdant  golt  courses 
are  playable  the  year  round,  it's  in  British 
C'olumhia  that  uolt  almost  takes  a  hack 
seat  to  magnificent  scenery.  Almost. 

The  most  recent  Official  PGA 
TOUR  Golf  Destination,  British 
C"c  ilumhia  otters  a  golf  season  longer  than 
one  might  guess:  year-round  on  the 
Pacific  Goast,  and  April  to  October 
inland.  Tee  times  hegm  at  6  a.m.  on  the 
coast,  and  play  contmties  until  10  p.m.  in 
the  Rockies. 

So  there's  plenty  of  time  to  play  golf 
here,  and  plenty  of  golt  to  play.  At 
Whistler  Gcdf  Gluh  just  north  of 
Vancou\'er,  the  ^otirse  is  nestlcLl  into  an 
alpine  setting  at  the  bases  of  Whistler  and 
Blackcomb  Mountains.  l")n  Vancouxer 


Tfic  iviirld  jamnn's  hm/ircss  hlatcl.  m  Vicuma, 
British  LAilumhiii 

Island,  courses  like  the  Vict(  )ria  L'n  M  Glub 
offer  ocean  v  iew's  so  attention-getting 
they're  potential  water  hazards. 

In  w  hat  British  C  iliimbians  call  "the 
interior"  golfers  fm^l,  along  with  peace 
and  quiet,  some  intensely  satisfyint'  golf. 
Two  particularly  challenging  coui  -es  are 


Kamloops'  Rixershore  and  Gallagher's 
Ganyon  at  Kelowna. 

Move  west  into  the  Rockies  and  play 
lush  fairwa\ s  hkklen  amid  f(  irested  bench- 
land.  Inilf  resorts  are  springing  up  every- 
where. Radium  Hot  Springs  and  Fairmont 
Hot  Springs  both  hax'e  new  courses.  And 
there's  Revelstoke  Golf  Glub,  .set  between 
two  mountain  ranges  and  overlooking  the 
wide  CJolumbia  Ri\  er. 

British  Golumbia  offers  all  kinds  of 
toLirist  activities,  from  bustling  city  life 


in  VancoLiver  and  Victoria  to 
relaxation  in  the  mountains.  Gel 
the  Ministry  of  Tourism  (1-800| 
6000)  for  golf  brochures  and  vac 
infiirnration. 

Wherever  gc  )lfers  tra\  el.  The  O 
PGA  TOUR  Golf  Destination  pa 
assures  a  great  vacation,  both  on  a; 
the  links.  The  TOUR's  partnershif 
regional  and  national  tourism  age  mil, 
extend  the  business  of  golf  onto  th#  ^ 
ways  the  year  round. 


\Y7i/st/c'r  Cjdlj  i:liih.  /i(s(  ninth  nj Wincduvcr .  is  nestled  mta  an  allnne  setin 
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conomics 


Commentary/by  Karen  Pennar 

SLASH-AND-BURN  COST-CUTTING  COULD  SINGE  THE  RECOVERY 


,'s  always  darkest  after  the  dawn. 

That's  how  economists  size  up 
1  ;he  job  outlook  as  an  economy 
I  es  out  of  recession.  Lower  interest 
s  perk  up  demand.  To  meet  that 
land,  business  steps  up  production, 
t,  employers  make  do  with  the 
e  workers.  Then,  rehiring  begins, 
ployment  starts  growing.  But  be- 
?e  new  job-seekers  appear,  the  la- 
force  may  grow  faster  than  the 
liable  jobs,  so  the  unemployment 
!  stays  stubbornly  high — or  even 
s.  Eventually,  though,  the  momen- 
1  of  recovery  takes  over.  Jobs,  in- 
les,  spending,  and  growth  all  march 
idily  higher,  and  the  unemployment 
J  starts  falling. 

'he  mechanics  of  business  cycles 
sly  vary.   Rut  this  time  around, 


price  increases  too  rapid.  Now,  more 
and  more  businesses  are  finding  that 
they  are  "revenue-constrained,"  as 
economist  Allen  Sinai  of  Boston  Co. 
puts  it.  Recession,  of  course,  batters 
volume  and  makes  it  impossible  to 
raise  prices.  But  Sinai  and  others  be- 
lieve that  one  of  those  constraints — an 
inability  to  pass  along  higher  costs — 
will  outlast  this  recession.  "The 
squeeze  on  margins  will  abate,  but  it  is 
by  no  means  over,"  says  Richard 
Berner,  an  economist  at  Salomon 
Brothers  Inc.  As  a  consequence,  he 
says,  "a  lot  of  these  service  jobs  just 
aren't  coming  back." 

That's  not  to  say  there  won't  be  job 
gains  when  the  economy  turns.  It's 
just  that  some  economists  don't  think 
those  gains  will  be  very  strong — and 


bigger  now.  It's  true  that  changing  de- 
mographics have  reduced  the  supply  of 
cheap  labor.  It's  also  true  that  banks, 
insurers,  retailers,  and  other  service- 
sector  employers  must  boost  margins. 
So  they'll  try  to  get  more  out  of  fewer 
workers  and  keep  the  lid  on  wages. 
'REALLY  DANGEROUS.'  Some  restructur- 
ing is  inevitable  in  the  face  of  industry 
consolidation.  But  as  more  and  more 
companies  adopt  the  slash-and-burn  ap- 
proach, they  run  a  big  risk.  What 
seems  good  for  their  bottom  lines  and 
their  stock  prices  may,  over  the  longer 
haul,  be  bad  for  sales — and  the  econo- 
my at  large.  "If  a  company  gets 
hooked  on  getting  productivity  gains 
by  shrinking,  that's  really  dangerous," 
says  economist  Stephen  S.  Roach  of 
Morgan  Stanley  &  Co.  "It's  a  recipe 
for  total  capitulation  of  market  share." 

To  get  sustained  gains  in  productivi- 
ty, businesses  should  be  adopting  new 
technologies  or  new  ways  of  organiz- 
ing work.  When  companies  save  by 
cutting  wages  and  employment, 
they're  also  reining  in  workers'  pur- 
chasing power,  and  they're  not  laying 
the  groundwork  for  future  growth.  If 
everybody  follows  the  same  prescrip- 
tion, income  and  spending  gains  will 
be  muted. 

That's  what  seems  to  be  shaping  up 
right  now:  pretty  ho-hum  growth.  Real, 
or  inflation-adjusted,  gross  national 
product  grew  an  average  of  6%  in  the 
first  year  of  recovery  in  previous  post- 
World  War  II  cycles,  with  growth  in 
consumption  accounting  for  3.2  per- 
centage points  of  that  gain.  Econo- 
mists at  Morgan  Stanley  are  forecast- 
ing that  in  the  first  year  of  the  coming 
recovery,  which  they  expect  to  begin 
midyear,  real  GNP  will  rise  by  just  4%, 
with  consumption  contributing  a  mere 
1.8  percentage  points  of  that  gain. 

That's  still  a  recovery,  of  course. 
And  it's  just  the  sort  of  rebound  some 
people  are  looking  for — a  restrained 
one,  with  some  profit  gains  and  little 
risk  of  sparking  inflation.  Economist 
Neal  M.  Soss  of  First  Boston  Corp. 
calls  it  Wall  Street's  "nirvana  fore- 
cast." But  the  apparent  benefits  of  rig- 
orous cost-cutting  obscure  its  long- 
term  effect:  a  sustained  period  of 
disappointing  growth.  We  may  indeed 
achieve  nirvana,  only  to  realize  later 
that  it  is  anything  but. 


en  recovery  comes,  it's  not  likely  to 
:k  much  punch.  That's  because  busi- 
;s  cycles  don't  occur  in  a  vacuum: 
mging  economic  fundamentals  also 
lie  into  play.  And  one  of  the  biggest 
mges  in  recent  years,  spurred  by 
ghtened  global  competition,  has 
m  the  shift  to  rigorous  cost-cutting 
the  part  of  U.  S.  business.  In  manu- 
turing,  the  process  of  getting  lean 
1  mean  is  largely  complete,  but  vigi- 
ce  continues.  In  the  far-larger  ser- 
e  sector,  the  slashing  has  just  be- 
n,  with  the  biggest  cuts  occurring 
*ing  the  recession, 
lestructuring  in  the  service  sector  is 
;rdue.  Its  productivity  performance 
;  been  poor,  its  costs  bloated,  and  its 


they  aren't  counting  on  healthy  wage 
hikes  to  buoy  incomes,  either.  The  re- 
covery that  began  in  late  1982,  after  an 
admittedly  devastating  recession, 
brought  job  gains  averaging  more  than 
300,000  a  month  for  some  time.  There 
were  both  demand  and  supply  reasons 
for  such  rapid  growth.  The  recession 
had  created  a  lot  of  slack,  so  business- 
es were  eager  for  new  workers  to 
ramp  up  production.  Then,  too,  labor- 
force  growth  was  strong,  and  cheap 
labor  was  readily  available,  especially 
to  many  service-sector  businesses. 

This  time,  again  for  both  supply  and 
demand  reasons,  gains  are  likely  to  be 
a  far  more  modest  100,000  or  so  jobs  a 
month — even  though  the  economy  is 
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FINANCIERS  ^^^^^H 

SHOW 

MAKE 


A  BARGAIN,  HE'LL  BUY 
AN  OFFER.  HE'LL  SELL 


en 


Kirk  Kerkorian's  passion  for  dealmaking  has  been  making  waves  at  Chrysler  and  TWA 


It  was  a  dealmaker's  deal.  Piloting  his 
own  707  to  Europe  with  two  U.  S. 
bankers  in  tow,  Kirk  Kerkorian  set 
the  plane  down  at  the  Madrid  airport.  By 
coincidence,  Saudi  financier  Adnan  M. 
Khashoggi  was  on  the  ground  awaiting 
his  own  flight  and  happened  to  admire 
the  lushly  appointed  jet.  Within  an  hour, 
Kerkorian  had  parted  with  the  plane  for 
a  neat  $35  million.  "At  least  we  all  got 
first-class  tickets  to  get  home,"  chortles 
Kerkorian  associate  Fred  Benninger, 
who  was  along  on  the  mid-1970s  trip. 

For  much  of  the  past  four  decades. 
Kirk  Kerkorian  has  lived  for  the  deal. 
Starting  with  the  sale  of  a  tiny  airline  he 
founded  in  the  late  1940s,  he  has  used  a 
flurry  of  acquisitions  and  asset  sales  to 
make  himself  among  the  richest  people 
in  America.  Best  known  for  holdings  m 
the  movie  business — including  the  for- 
mer Metro-Goldwyn-Mayer  Inc. — he  has 
also  made  millions  buying  and  selling 
casinos  and  airlines.  Purely  a  trader,  he 
has  little  interest  in  operations.  Show 
him  a  bargain,  and  he'll  buy  it;  make 
him  a  good  offer,  and  he'll  sell  it. 
PAINFULLY  SHY.  Now,  armed  with  $996 
million  from  selling  MGM  last  year,  the 
73-year-old  high  school  dropout  has 
spent  the  past  five  months  chasing  down 
two  of  his  more  improbable  targets. 
Since  October,  Beverly  Hills-based  Ker- 
korian has  paid  $272  million  for  a  9.8% 
stake  in  Chrysler  Corp. — his  first  ven- 
ture into  anything  outside  airlines  and 
the  leisure  industry.  For  most  of  April, 
he  fought  an  uphill  battle  along  with  the 
Trans  World  Airlines  Inc.  pilots'  union  to 
buy  the  struggling  carrier.  Yet  that  deal 
appears  to  have  stalled.  All  along,  Ker- 
korian said  he  would  withdraw  his  bid  if 
American  Airlines  Inc.  bought  TWa's 
routes  to  London,  and  that  deal  now 
seems  almost  certain  to  go  through. 

Although  he  has  been  a  high-rolling 
dealmaker  for  years,  Kerkorian  remains 
largely  an  enigma.  He  revels  in  headline- 
grabbing  business  deals,  such  as  his  pro- 
longed battles  for  control  of  Columbia 
Pictures  Inc.  and  Western  Airlines  Inc. 
He  is  also  painfully  shy  and  even  skips 
shareholder  meetings  for  companies  he 


heads.  He  declined  to  be  interviewed  for 
this  article.  "For  a  billionaire,  he's  al- 
most meek,"  says  former  Secretary  of 
State  Alexander  M.  Haig  Jr.,  who  has 
known  Kerkorian  since  the  early  1980s. 
"I've  never  heard  him  raise  his  voice.  It 
seems  like  he  would  just  as  soon  have 
his  actions  speak  for  him." 

His  latest  actions  are  tough  to  deci- 
pher. He  met  with  Chrysler  Chairman 
Lee  A.  lacocca  last  year  at  a  Florida 
racetrack,  where  intimates  say  they  dis- 


cussed some  sort  of  joint  promotio 
fell  through,  but  Kerkorian  "liked 
he  saw  in  lacocca,"  says  Michael  E 
nenbaum,  vice-chairman  of  Bt'' 
Stearns  &  Co.  and  Kerkorian's  in'  ^ 
ment  banker.  Some  Kerkorian  wate|W 
think  he  believes  the  carmaker  will 
be  bailed  out  by  another  company,  s 
ing  the  value  of  his  shares  zooming 
Although  Tennenbaum  says  the 
vestment  is  passive,  Kerkorian  w 
sign  a  stand-still  agreement  keeping  ' 


KERKORIAN'S 
LATEST  HAND 

For  the  past  30 years,  financier 
Kirk  Kerkorian  has  been  an 
incessant  wheeler-dealer, 
shuffling  his  assets  as  if  they  were 
playing  cards.  His  current 
holdings  include  casinos,  an 
airline,  and  a  newly  acquired 
chunk  of  Chrysler  Corp.  's  stock: 


USINOS  Las  Vegas'  Desert  Inn 
and  the  new  MGM  Grand  Hotel  and 
studio  tour,  now  under  construction. 
ESTIMATED  VALUE:  $325  million 


Kerkorian  and  Barb 
on 


DATA;  COMPANY  REPORTS.  BW  ESTIMATES 


74  BUSINESS  WEEK/MAY  6,  1991 


Pi 


under  10%.  Chrysler  recently  cut 
ize  of  its  board  to  13  members  from 

move  that  some  interpreted  as  a 
'  to  keep  Kerkorian  from  meddling, 
'  MUghened  its  poison  pill.  Chrysler 
les  to  comment  on  Kerkorian  and 
ivestment,  but  the  face-off  remains 
.  Kerkorian  and  lacocca  met  once 

this  year.  Neither  will  say  what 
discussed  or  even  where  they  met. 
»  CIRCLE.  To  keep  his  affairs  from 
yes  of  regulators  and  shareholders, 
orian  orchestrates  his  deals  from 
tely  held  Tracinda  Corp.  (named  for 
vo  grown  daughters,  Tracy  and  Lin- 
^  cadre  of  colleagues  collected  over 
yfears  run  the  companies  for  him. 
74-year-old  Benninger,  a  onetime 
l  buddy  who  worked  for  Tiger  In- 
itional  Inc.,  has  been  with  Kerkor- 
iince  1967.  Benninger  is  currently 
man  of  MGM  Grand  Inc.,  the  Ker- 
,n-controlled  public  company  that 
his  hotel  and  airline  operations.  An- 

•  key  adviser,  74-year-old  Walter  M. 
p,  has  known  Kerkorian  since  the 

•  1950s.  The  team's  youngster  is  35- 
-oid  Alex  Yemen-djian,  who  conduct- 
le  negotiations  with  the  TWA  pilots. 


These  days,  Kerkorian's  inner  circle  is 
doing  more  than  just  deals.  Since  1987, 
when  MGM  Grand  Inc.  rolled  out  three 
Boeing  727s,  the  company  has  operated 
MGM  Grand  Air,  a  luxury  airline  that  fea- 
tures such  amenities  as  meals  on  fine 
china  and  private  seating  compartments. 
A  cross-country  roundtrip  costs  up  to 
$2,406.  The  airline,  which  has  lately  in- 
troduce cheaper  fares  but  still  fills  only 
53%  of  its  seats,  has  wanted  to  expand 
to  Europe  almost  since  it  first  took  off. 
But  it  has  been  stymied  by  British  au- 
thorities. 

That's  probably  why  Kerkorian  was 
after  TWA.  While  the  airline  is  in  bad 
shape,  analysts  agree,  at  $445  million 
American  is  getting  twa's  London 
routes  for  a  song.  Kerkorian's  associates 
deny  that  he  only  wanted  TWA  for  its 
London  routes,  which  he  could  use  to 
bolster  MGM  Grand  Air.  They  say  he 
aimed  to  keep  the  airline  intact.  "I  think 
Kirk  is  just  sick  at  the  thought  of  a 
great  national  asset  like  TWA  being  nib- 
bled to  death,"  says  Haig,  who  was  just 
elected  to  MGM  Grand's  board. 

With  TWA  now  apparently  out  of  the 
picture  MGM  Grand  Inc.  can  concentrate 


on  Las  Vegas.  By  1992,  Kerkorian  plans 
to  open  Las  Vegas'  largest  casino,  which 
is  just  getting  under  construction  now. 
Budgeted  at  more  than  $800  million,  the 
5,000-room  MGM  Grand  Hotel  is  to  com- 
bine gambling  and  a  35-acre  theme  park 
with  rides  based  on  old  MGM  classics 
such  as  The  Wizard  of  Oz  and  Ben  Hur. 
(An  earlier  MGM  Grand  Hotel,  since  sold 
to  Bally  Manufacturing  Corp.,  has  been 
renamed  Bally's  Grand  Inc.) 

For  Kerkorian,  Las  Vegas  has  been  a 
source  of  riches  for  nearly  50  years.  The 
son  of  an  Armenian  immigrant,  young 
Kerkor  Kerkorian  grew  up  in  Fresno 
and  became  a  flight  instructor  for  pilots 
heading  off  to  World  War  II.  By  1947, 
after  using  his  plane  as  collateral,  Ker- 
korian paid  $60,000  for  a  tiny  charter 
service  to  ferry  gamblers  from  Los  An- 
geles to  Vegas.  He  struck  it  rich  in  1968 
by  selling  his  charter  service  to  Trans- 
america  Corp.  for  cash  and  stock  ulti- 
mately worth  $107  million,  and  soon  he 
was  building  casinos  along  Vegas'  glit- 
tery strip.  Enamored  with  the  art  of  the 
deal,  he  went  on  to  become  an  early 
raider,  buying  up  stakes  in  public  com- 
panies and  threatening  takeovers. 
STARVING  MGM.  His  biggest  deal  vehicle, 
and  his  greatest  failure,  was  his  1969 
purchase  of  MGM.  Once  in  control,  he 
spun  off  one  unit  to  shareholders  to 
build  the  MGM  Grand  Hotel  and  sold  an- 
other to  run  its  video  operations.  In 
1985,  he  sold  the  library  of  MGM  films  to 
Ted  Turner  in  a  complex  deal  that  gave 
Kerkorian  nearly  $500  million.  But  his 
dealmaking  starved  MGM  of  cash  and  led 
to  a  revolving  door  of  executives.  "Deals 
are  what  he  lived  for,"  recalls  Variety 
editor  Peter  Bart,  a  onetime  MGM  execu- 
tive. "But  MGM  suffered." 

In  1989,  nearing  a  cash  crisis,  Kerkor- 
ian was  forced  to  inject  $180  million  of 
his  own  money  to  keep  the  company 
afloat.  He  finally  sold  the  studio  to  Ital- 
ian financier  Giancarlo  Parretti  last  No- 
vember for  $1.3  billion.  Parretti,  who  has 
since  been  removed  from  the  board,  sad- 
dled the  studio  with  so  much  debt  that 
its  future  looks  even  more  precarious. 

Kerkorian  has  plenty  of  ways  to  keep 
busy  outside  of  business.  The  twice-di- 
vorced financier,  a  longtime  friend  of 
Gary  Grant,  has  been  seeing  the  actor's 
40-year-old  widow,  Barbara,  for  nearly 
three  years.  He  recently  built  a  new 
6,000-square-foot  house  in  the  hills  over- 
looking Bel  Air.  There,  the  perpetually 
tanned  wheeler-dealer— a  health  fanatic 
who  still  jogs  regularly — plays  a  lot  of 
tennis.  This  is  no  pattycake  game.  "He 
plays  aggressively,"  says  Tennenbaum. 
But  tennis  has  never  been  the  kind  of 
sport  to  fuel  Kerkorian  for  long.  For 
him,  doing  deals  is  the  game  that  can't 
be  beat. 

By  Ronald  Grover  in  Los  Aiigeles,  with 
bureau  reports 
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Or,  How  The  Dumb  Old  Phone 
Will  Become  A  Smart  New  Tool 

In  1992,  AT&T  Network  Systems  will  be  offering  the  next  step 
forward  in  communications:  a  smart  phone.  Designed 
by  AT&T  Bell  Laboratories,  our  smart  phone  is 
the  worlds  first  interactive  programmable 
phone.  Microchip  technology  lets  you  create 
menus  on  the  touch-sensitive  screen  to 
perform  customized  tasks.  For  instance,  create 
a  button  called  "Friends."  Press  and  a  list  of  names 
appears.  Press  the  name  you  want  and  the  person  is 
automatically  dialed.  Eventually  the  touch-sensitive 
screen  will  interact  with  your  bank  for  transfers  and 
balance  inquiries;  airline  resemtion  systems  to  enable 
you  to  book  flighLs  yourself;  and  many  other  databases. 
Call  AT&T  Network  Systems  at  1  800  638-7978,  ext.  9210 
for  a  free  brochure  on  how  smart  phones  can  give  your 
home  or  business  more  smarts. 

ATM^  Network  Systems  And 
Bell  Laboratories. 
Technologies ForVie Real  World. 


AT&T 

Network  Systems 
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WILL  BILL  REILLY  BECOME 
A  MAGAZINE  MOGUL? 


Backed  by  KKR,  he  may  get  New  York  and  other  Murdoch  titles 


In  his  prime,  William  F.  Reilly  played 
one  hot  game  of  tennis.  "I  used  to 
be,  I  would  say,  by  country-club  stan- 
dards, excellent,"  he  says.  But  as  he 
grew  older,  his  game  declined,  and  being 
intensely  competitive,  he  says,  "I 
couldn't  deal  with  that."  So  he  aban- 
doned tennis  and  took  up  golf.  But  then 
something  happened.  In  1987,  while  pres- 
ident of  Macmillan  Inc.,  Reilly 
suffered  heart  trouble — noth- 
ing life-threatening,  but 
enough  to  reshape  his  out- 
look. The  result,  he  says,  was 
a  less  competitive  and  "more 
mature"  Reilly.  In  fact,  at  age 
52  he  has  just  taken  up  tennis 
again,  with  the  view  that  it's 
still  fun  even  if  he  can't  slam 
the  ball  the  way  he  once  did. 

But  the  new  perspective 
hasn't  softened  Reilly's  ap- 
proach to  business.  After 
leaving  Macmillan  with  $45 
million — thanks  to  the  dra- 
matic runup  in  its  stock  dur- 
ing Robert  Maxwell's  1988 
takeover — Reilly  is  out  there 
competing  with  the  best  of 
them.  As  chief  of  New  York- 
based  K-III  Holdings,  Reilly 
has  spent  the  past  two  years 
building  a  publishing  compa- 
ny. With  75^f  backing  from  in- 
vestors Kohlberg  Kravis  Rob- 
erts &  Co.,  K-III  has  six  units 
(table),  with  expected  1991 
revenues  of  $500  million. 
GOOD  FIT.  Reilly  is  now  poised 
for  his  biggest  move  yet.  In- 
dustry executives  believe  that 
with  a  bid  of  around  $500  mil- 
lion, he  is  the  leading  contend- 
er for  Rupert  Murdoch's  nine 
U.  S.  magazines,  which  in- 
clude Netv  York  and  Pre- 
miere. If  all  goes  well,  a  deal  could  be 
announced  as  early  as  mid-May.  If  he 
does  not  get  the  Murdoch  publications, 
Reilly  also  has  his  sights  on  Harcourt 
Brace  Jovanovich  Inc.  In  January,  K-III 
lost  out  to  General  Cinema  Corp.  in  a  bid 
for  the  publisher,  but  the  deal  has  been 
stymied  by  bondholders  seeking  a  richer 
price.  Reilly  says  he  is  eager  to  bid 
again  if  General  Cinema  walks  away. 


Of  the  two  possible  acquisitions,  HBJ 
seems  the  better  fit.  HB.J  is  among  the 
top  publishers  of  elementary  and  high 
school  textbooks — as  is  Macmillan, 
which  Reilly  ran  for  eight  years.  Despite 
weakness  in  the  elementary  division  and 
a  "suffocating  debt  structure,"  HB.J  itself 
is  not  in  bad  shape,  he  says. 

The  Murdoch  titles  are  more  of  a 


RBUTtMEUEFT  MACMiUAN 
WITH  iiis  MLUOM 


IN  THE  K-III  LIBRARY 


NEWBRIDGE  COMMUNICATIONS  Speciol  interest  book  clubs 
HOME  CONTINUITIES  Children  s  books  

WEEKLY  READER  Books  and  periodicals  for  schoolchildren 
FUNK  &  WAGNALLS  Encyclopedias  and  other  reference  books 
INTERTEC  PUBLISHING  Trade  magazines,  technical  books 
K-III  PRESS  Railroad  and  shipping  data 

DATA:  COMPANY  REPORTS 


stretch.  Reilly  has  no  experience  in  the 
consumer  magazine  business.  On  top  of 
that,  the  magazine  business  is  suffering 
its  worst  slump  in  years.  Industry  execu- 
tives say  that  of  the  nine  Murdoch  mag- 
azines for  sale,  only  three — New  York, 
Seventeen,  and  Soap  Opera  Digest — are 
profitable,  and  one  estimates  Mirabel- 
la  's  losses  at  $10  million  a  year.  A  Mur- 
doch spokesman  calls  those  assessments 


"totally  inaccurate"  but  declined  to  fcib 
orate.  Reilly  won't  discuss  possiblfkc 
quisition  of  the  magazines. 

Made  rich  by  the  Macmillan  takec*! 
Reilly  has  more  than  enough  mone  t 
keep  him  happy,  he  says.  But  it  win 
always  so.  An  affluent  childhood  in  e 
York's  Westchester  County  cham 
abruptly  when  his  father,  a  stockbrcli 
died.  Bill  was  13.  Reilly  says  he  wo  ^ 
his  way  through  the  University  of  N'u 
Dame.  After  college,  he  joined  the  ari 
as  a  paratrooper  but  never  saw  con> 
From  there  it  was  on  to  Harvard  l|p 
ness  school,  and  then  to  W.  R.  GraA 
Co.  as  assistant  to  J.  Peter  Gw 
among  other  jobs.  * 
In  1980,  Reilly  moved  to  MacmillaniA 
the  time,  the  publisher's  market  \\ 
was  $150  million.  By  cutting  a  third 
operations  and  then  rebuilding  with 
small  acquisitions,  he 
Macmillan  into  a  $1  billic-; 
year  powerhouse.  Raici 
Robert  M.  Bass  and  Roj|r 
Maxwell  liked  what  they  sIp 
and  in  1988  each  made  ho^I 
overtures.  Reilly  teamed  | 
with  KKR  in  a  rival  bid- 
nearly  succeeded — but  a 
gious  struggle  ended 
Macmillan     in  Maxwt 
hands. 

ODD  ROLE.  Reilly  and  KKR  I 
cided  to  stick  together,  ac 
for  the  first  few  months d; 
the  partnership,  Reilly  wa;i' 
the  odd  position  of  remain 
president  at  Macmillan  \v  ; 
he  and  KKR  bought  off  piej; 
of  the  company.  Bv  Febru:y 
1990,  Reilly  walked.  Chan: 
G.  McCurdy,  chief  finan^ 
officer  at  Macmillan,  and  1 
erly  C.  Chell,  its  general  co 
sel,  came  with  him.  Thus 
name  K-III:  K  for  KKR,  ; 
the  III  for  the  three  partnt 

Reilly  is  known  as  a 
manding  leader  with  a  tal 
for  seeing  to  the  core 
things.  Says  Harry  McQuills 
now  president  of  Macmili 
Publishing   Co.:   "He  wo 
take  what  was  a  very  com]  > 
problem  and  reduce  it  toi 
few  simple  principles."  For  i 
spiration,  Reilly  turns  to  1. 
tory.  He  has  particular  fondness  \ 
reading  about  great  statesmen.  His  .-^i 
Tony,  says  his  dad's  favorite  is  Marc: 
Aurelius,  the  second-century  Roman  e 
peror  known  as  a  philosopher  and  b( 
leader.  Nobody's  calling  Reilly  a  philo; 
pher,  but  taking  on  Murdoch's  ma| 
zines  or  HBJ  would  certainly  enhance  1 
reputation  for  boldness. 

By  Andrea  Rothman  in  New  Yo 
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V— yhare  the  Spotlight 
With  the  Winners  of  the 
Industriol  Design 
Excellence  Awards. 
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A  Four  Star  Editorial  Report 
From  Business  Weel(  —  June  1 7 

//)^%  usiness  Week's  exclusive 
^~^/'  \  cover  story  on  the  1991  Industrial 

Design  Excellence  Awards.  The 
announcement  of  the  winners  selected  by 
the  prestigious  jurors  from  the  Industrial 
Designers  Society  of  America  is  the  biggest 
event  in  Industrial  Design.  As  our  Editor-in- 
Chief  Stephen  B.  Shepard  said,  "through  our 
sponsorship  of  IDEA  '91 ,  we  send  the 
message  that  'Design  Equals  Quality'  to  our 
6.7  million  readers  in  corporate  America."* 

•  A  big  12-16  editorial  pages 

•  Announcing  the  1st  Place  "Gold  Winners" 

•  4-color  photographs  of  the  winning 
products  and  designers 

•  Listing  of  the  2nd  and  3rd  place  winners 

A  great  advertising  opportunity  is  taking 
shape.  To  reserve  your  place,  call  your  local 
Business  Week  Representative  right  away! 
*Source:  1990  SMRB 


The  1 99 1  Industrial  Design 
Excellence  Awards  Winners 


Issue  Date:  June  17,  1991 

Closing  Dates:  4/Color  May  13,  1991 

Black/White:  May  20,  1991 

Sponsored  by 
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Conducted  by  the 

Industrial  Designers  Society  of  America 
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Until  YOU  have  flown  SAS  EuroClass,  you  have  no 
idea  how  simple  and  productive  business  travel  to 
Europe  can  he.  And  until  you  have  flown  SAS  Euro- 
Class  through  Copenhagen  Airport,  you  have  no 
idea  how  accommodating  and  convenient  an  airport 
can  be. 


The  gateway  to  Europe 

Situated  near  the  heart  of  Europe,  Copenhagen 
Airport  is  the  hub  of  SAS's  global  network.  From 
here  you  are  just  a  two-hour  flight  to  most 
European  business  centers  and  just  around  the 
corner  from  the  rest  of  Scandinavia. 

An  airport  for  people 

Considered  one  of  Europe's  most  modern  and 
comfortable  airports,  Copenhagen  is  built  tor 
people  as  much  as  for  planes.  Its  decor  is  Scan 
dinavian  in  design,  international  in  feel.  Here 
you'll  find  an  abundance  of  services  and  shops 
established  with  the  traveler  in  mind.  Bright 
open  spaces  make  it  easy  to  find  your  way  around. 

Copenhagen  Airport  offers  you  no  less  than  11 
restaurants,  bars  and  cafeterias  for  your  enjoy- 
ment. Whether  you  are  in  the  mood  for  gourmet 
cuisine  in  elegant  surroundings  or  a  Carlsberg  at 
the  airport's  Oyster  Bar,  you'll  find  something  to 
whet  your  appetite. 

Relax 

Copenhagen  may  well  be  the  most  relaxing  air- 
port in  Europe.  You'll  see  what  we  mean  after 
you  unwind  in  the  airport's  sauna,  showers  and 
rest  cabins.  And,  of  course,  there  is  always  the 
EuroClass  Lounge  where  you  may  enjoy  some 
refreshments  or  catch  up  on  your  paperwork. 


Shopper's  paradise 

Copenhagen  Airport  features  almost  30  specialty 
shops  brimming  with  quality  goods.  From  Royal 
Copenhagen  porcelain  and  Orrefors  crystal  to 


jewelry  by  Georg  Jensen  and  fashion  by  Birger 
Christensen  — Copenhagen  Airport  has  it  all. 
And  if  you  would  like  to  bring  back  a  taste  of 
Scandinavia,  purchase  some  exotic  Limfjord 
caviar  or  traditional  Gammel  Dansk  liquor  from 
the  airport's  food  and  spirits  stores.  You'll  be 
pleased  to  discover  the  tax-free  prices  at  the  air- 
port are  among  the  lowest  in  Europe. 

Easy  to  reach 

SAS  offers  many  convenient  nonstop  flights  from 
our  four  principal  U.S.  airports.  From  Newark, 
Los  Angeles*  and  Seattle**  we  fly  nonstop  to 
Copenhagen  daily.  And  from  Chicago,  SAS  offers 
six  Copenhagen  nonstops  a  week.  Stockholm  and 


^  flight  ^ 


Oslo  nonstops  are  also  available  daily  out  of 
Newark. 

11  you're  not  near  one  of  these  principal  air- 
ports, don't  worry.  SAS  will  arrange  your  con- 
necting flight  to  Newark.  With  Continental, 
Delta,  United  or  USAir  you  pay  EuroClass 
through-fares  and  fly  First  Class  to  Newark. 

Choice  of  frequent  flyer  credit 

Fly  now,  play  later.  When  you  fly  with  SAS,  you 
sarn  frequent  flyer  mileage  credit  for  your  trans- 
atlantic flight  with  either  Continental's  One 
Pass®  or  United's  Mileage  Plus'-  programs.  Even 
more  important,  you  can  use  your  mileage  award 
certificates  with  SAS. 


Fast  and  convenient  to  all  of  Europe 

From  Copenhagen,  SAS  and  our  partners  can 
connect  you  to  every  major  business  center  in 
Europe.  Joint  flight  schedules  with  Swissair, 
Finnair  and  Austrian  form  a  "domestic"  network 
linking  all  of  Europe's  major  business  centers. 
By  pooling  resources,  we  provide  you  with  seam- 
less SAS  EuroClass  caliber  service  even  if  you're 
flying  with  one  of  our  partners. 


'CP 


Service  beyond  the  airport 

Our  SAS  Business  Hotels  otter  you  centrally 
located,  full  service  accomodations  at  almost 
every  destination  we  serve.  From  reservations  to 
rental  cars,  secretarial  services  to  cellular 
phones  —  we'll  tailor  your  next  trip  to  your  spe- 
cific needs. 


24-hour  global  hot  line 

We  are  always  available,  around  the  clock,  wher- 
ever you  fly  with  us.  Call  the  SAS  Hot  Line  at 
( +45)  33  14  75  55.  We'll  make  all  the  travel 
arrangements  you  require. 

Take  Europe  from  the  top 

We've  made  the  gateway  to  Europe  your  gateway 
to  more  productive  and  enjoyable  business  travel. 
Fly  SAS  EuroClass  through  Copenhagen  Airport 
and  discover  how  easy  European  business  travel 
can  be.  You  or  your  travel  agent  can  arrange 
everything  with  one  toll-free  call. 
Dial  1-800-221-2350. 

*effective  May  22,1991  ** effective  May  6,  1991. 
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TAKEOVERS  ARE  OUT, 
SOAP  POWDER  IS  IN 


The  new  MBA  sees  the  future  down  a  supermarket  aisle 


Paige  Arnof,  25,  a  second-year  stu- 
dent at  Harvard  business  school, 
remembers  the  three  vacations 
she  planned  and  then  canceled  in  her 
two  years  as  an  analyst  at  Morgan  Stan- 
ley. She  also  remembers  the  beeper  she 
carried  that  summoned  her  to  work  at 
any  hour  of  the  day.  That's  all  behind 
her  now.  Arnof  spent  last  summer  mar- 
keting White  Cloud  toilet  tissue  for 
Procter  &  Gamble  Co.  After  graduation, 
she  is  going  back  full-time  as  an  assis- 
tant brand  manager  in  their  Noxell  divi- 
sion. Of  P&G  she  .says:  "They  pay  you  for 
an  honest  day's  work.  They're  not  ask- 
ing you  to  give  up  everything." 

Arnof  is  not  alone.  The  B-school  class 
of  1991  hasn't  graduated  yet,  so  final 
statistics  on  job  placement  are  not  avail- 
able. But  to  hear  many  students,  place- 
ment directors,  and  recruiters  tell  it,  a 
lot  of  students  who  have  Wall  Street 
experience — and  who  originally  saw 
business  school  as  the  next  step  for  a 
career  in  investment  banking — are  dis- 
covering instead  the  joys  of  selling  pa- 


per towels,  candy  bars,  and  detergents. 

"It's  a  herding  effect,"  says  David 
Jaski,  manager  of  staffing  and  organiza- 
tion for  Kraft  General  Foods  Inc.  Jaski 
sees  many  B-school  students  who  put  in 
time  on  Wall  Street  now  focusing  on 
marketing.  "[Attendance]  at  our  Har- 
vard and  Wharton  presentations  was 
double  what  it  was  last  year."  Typically, 
507f  to  609f  of  the  MB.A.S  to  whom  Kraft 
extends  offers  accepts  them.  This  year, 
Jaski  expects  more  than  60%  to  accept,  a 
situation  that  he  says,  "absolutely 
makes  us  happier." 

To  be  sure,  B- 
school  students  are 
looking  at  other  op- 
tions, including  con- 
sulting and  starting 
their  own  business- 
es. But  a  number  of 
big  marketers,  such 
as  H.  J.  Heinz  and 
Clorox  Co.,  report  a 
sharp  jump  in  inter- 
est from  B-school 
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WHERE  THE  MONEY  IS 

Estimated  1991  starting  salaries  for 
graduates  of  top  business  scfiools* 


CONSULVING 


INVESTMENT  BANKING 


MARKETING 


*Excludes  sign-on  and  annual  bonuses 

DATA:  COLUMBIA  UNIVERSITY  BUSINESS  SCHOOL, 
DUKE  UNIVERSITY  FUQUA  SCHOOL  Of  BUSINESS, 
STUDENT  INTERVIEWS 


students.  Stafo 
business  schcl 
aggressively  m 
ing  more  consn 
products  comin 
to  campus  to  n 
fy  student  deij; 
Last   summer,  B 
of   their  stucr 
took  marketing  i»i 
up  from  17''  in  •). 
In  the  past  two 
Dartmouth's  .-iri 
Tuck  School  of  p 
ness  Administr|6, 
has  almost  doi 
the  number  of 
keting  courses  i| 
fers.  At  Duke's 
School  of  BusinessI 
of  this  year's  class 
to  go  into  market  i  n  i;- 
from  just  13'/'  in  lyM). 
'GUN-SHY.'  Part  of  this  k 
fascination   with  mark^ 
stems,  of  course,  from  the  geifr 
job  scarcity  in  a  recession  and  the  8' 
cipitous  decline  of  Wall  Street  in  pai 
lar.  The  financial  services  industryg' 
cut  30,000  jobs  in  the  past  year  at 
while  major  marketers  such  as  Fa 
General  Foods  and  Pepsico  have  ihvr 
And  since  the  merger  game  has  slo 
junior  investment  bankers  have  ft, 
chances  to  earn  the  eye-popping  bon 
that  once  regularly  supplemented 
rather  modest  starting  salaries  (ta 
"You  have  to  be  a  little  gun-shy  a 
getting  into  this  business,"  admits 
Bliss,  vice-president  in  charge  of  rec 
ing  and  staffing  at  Smith  Barney,  Hj 
Upham  &  Co. 

But  motives  other  than  frustr 
greed  also  seem  to  be  at  work. 
Janet  Brady,  director  of  marketing 
Clorox'  Kingsford  Products  divis 
which  sells  such  items  a?  charcoal 
salad  dressing:  "People  are  saying, 
like  to  have  a  normal  lifestyle,  and 
is  a  career  that  allows  me  to  do  tha 
Top  consumer  marketers  often  do 
mand  60-hour  weeks.  But  that's  a 
less  punishing  than  the  routines  of  m 
Wall  Streeters  and  management  con 
tants.  "They  basically  chained  you 
your  desk,  compu 
and  Xerox  machir 
says    David  C 
clone,  27,  a  seco 
year  student  at  E 
vard  business  sch 
who  quit  Salon! 
Brothers  Inc.'s  ( 
porate-finance 
partment  after  j 
one  year.  Now,  C 
clone   is  going 


$67,000 


$54,000 


$51,000 


MARK! 


Excellence  is  Our  Style 


At  the  office,  or  At  Hotel  Lotte 

There's  one  Common  link. 


More  and  more  businessmen  choose  our 
New  Wing  lor  its  uncompromising  luxury 
and  executive  services. 
Here,  they  enjoy  rooms  that  are  the  big- 
gest on  a  average  in  town .  generously  sized 
desks  and  quick  access  to  a  lax,  copier  and 
typewriter 

From  express  check  in  at  our  Hospitality 
Lounge.  Iriendly  assistance  and  a  smile  are 
never  lar  away 

Count  on  more  pluses  like  unsurpassed 
downtown  location  that  adjoins  the  Lotte 
Department  Store  and  Asia's  largest  Duty 
Free  Shop. 

Enjoy  the  efficiency  and  comforts  of  your 

home  office  by  staying  with  the  best  in 

Seoul,  Stay  with  Hotel  Lotte. 

We  are  here  to  help  you  get  down  to 

business. 

Member  in  Seoul,  Korea 


•  1484  modern  rooms  &  suites 

•  23  restaurants  &  bars 

•  Asia's  most  luxurious  health  club 

"  Depanment  store  &  duty  free  shop 

ILS  HOTEL  LOTTE 

SEOUL  KOREA 


Head  Office:  C.P.O.  Box  3500  Seoul,  Korea.  Phone  (02)  771-10,  Tlx:  LOTTEHO  K23533/4,  Fax:  SEOUL  752  3758, 
Cable:  HOTELOHE  Overseas  Office:  New  York  (201)  944-1117  Toll  Free  800-22-LOTTE,  L,A,:  (213)  540-7010 
Toll  Free  800-24-LOTTE,  London:  (071)  323-3712/4  Tokyo:  (03)  3564-1462,  Osaka:  (06)  263-10/1/2,  Fukuoka:  (092) 
413-5001/2 


YOU'RE  THROWING 
(TALL  AWAY. 


1-800-CALL-EDF 


ADVERTISEMENT 


The  local  Government  of  Pecs  Town  of  Country 
Rank  in  Hungary  offers  for  sale  its  25-  storied 
building  at  Doktor  Sander  Str.  53  Pecs,  which  was 
built  with  IMS-technology. 

The  deadline  of  the  offer: 

the  12th  of  June  1991,  lO.OOh 

The  date  of  pubhc  opening  of  envelopes: 
the  12th  of  June  1991,  ILOOh, 

Expectable  date  of  announcement  of  result: 
the  10th  of  July  1991. 

In  the  competition  can  take  part  the  native  and 
foreign  natural  and  artificial  person,  who  possesses 
the  legal  conditions  required  for  real  estate  purchase. 

The  detailed  specification  is  receivable: 
At  the  Mayor's  Office  of  Pecs  Town  of  Country 
Rank  /H-762I  Pecs,  Szechenyi  sqr,  1,,  II  floor.  Nr. 
66./  at  dr.  Biharine  Bauer  Zsuzsanna  chief  official 
against  10,000,  -  Ft. 

Telefax:  /36-72/  12-049 

The  building  needs  reinforcement,  expert's  ref)orts 
and  working  plans  of  this  are  available  on  request. 

Inquiry: 

Communal  Management  Enterprise  Pecs  (Pecsi 
IngatlankezeloVallalat)  /  H  -7621  Pecs,  Rakoczi 
str.  55./  at  Aman  Jozsef  chief  engineer. 

The  building  is  open  for  insjjection  at  30-31  May. 


SIEMENS 


1954.  That  was  then. 


Siemens  opens  its  first  Annerican  office.  Located  in  New  York's  Empire  State  Building, 
a  staff  of  seven  offers  electric  and  electronic  engineering  to  the  U.S.  marketplace.  First 
year  sales  were  less  than  $1  million. 


©  Siemens  Corporation  1991 


1991.  This  is  now. 


Today  Siemens  spans  the  continent  with  450  locations  in  towns  and  cities  across 
America,  making  leading  edge  technologies  in  electric  and  electronic  engineering 
available  coast  to  coast.  Siemens  employs  more  than  35,000  people  nationwide, 
including  10,000  men  and  women  at  60  manufacturing  sites.  Together,  they're  contrib- 
uting to  a  growing  company  that's  producing  more  than  $4  billion  in  annual  sales. 
And  all  that  is  continuing  to  make  a  growing  contribution  to  America's  economy 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  8003U,  Trenton,  NJ  08650 


Automation  Automotive  Electronics  Electronic  Components  Energy  Information  Systems 
Lighiting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 


NETWORKS 


ALL  THE  NEWS  THAT 

CAN  BE  HAD  ON  THE  CHEAP 


TV  network  news  is  changing  faster  than  you  can  say  'cost  crunch' 


In  a  season  of  retrenchment  for  the 
networks,  one  episode  seems  espe- 
cially telling:  On  Easter  weekend,  the 
three  major  networks  used  a  pool  cam- 
era crew  to  cover  President  Bush's  fish- 
ing trip  to  the  Florida  Keys.  The  decision 
created  a  stir  among  journalists  because 
it  forced  the  cancellation  of  the  White 
House  press  plane. 

Democracy  may  not  be  threat- 
ened if  George  Bush  casts  his 
fishing  rod  without  a  phalanx  of 
cameras  from  CBS,  NBC,  and  abc 
there  to  record  it.  But  such  econ- 
omies are  only  the  most  obvious 
sign  of  a  wholesale  restructuring 
of  network  news.  Budget  con- 
straints have  changed  the  news- 
casts that  27  million  American 
households  watch  each  evening. 
And  the  changes '  will  become 
more  pronounced  as  the  money 
squeeze  on  the  networks  intensi- 
fies. Says  Michael  Gartner,  presi- 
dent of  NBC  News:  "The  econom 
ics  of  this  business  have  changed 
dramatically." 

Battered  by  a  prolonged  adver 
tising  drought,  the  network-- 
these  days  want  to  gather  new- 
on  the  cheap.  Gone  are  the  days 
when  they  rushed  correspon- 
dents and  crews  to  every  story 
from  San  Clemente  to  Saigon. 
PARSIMONY.  Now,  the  networks 
are  concentrating  their  resources 
on  feature  programs  that  cost 
less  to  produce  than  newscasts 
and  that  show  off  stars  such  as 
CBS's  Dan  Rather  or  NBC's  Jane  Pauley. 
They're  relying  more  on  reporters  from 
affiliates  to  cover  hard-to-reach  events. 
They're  buying  foreign  news  footage 
from  agencies  such  as  Britain's  Visnews 
or  ITN.  And  they're  pooling  coverage  of 
routine  White  House  press  briefings. 
Says  Gartner:  "We've  got  to  quit  being 
competitive  in  areas  where  competition 
is  stupid  or  meaningless." 

Such  parsimony  didn't  occur  to  the 
networks  in  their  heyday,  because  each 
believed  it  was  covering  news  with  a 
thoroughness  and  nuance  that  no  local 
TV  station  could  match.  "The  networks 
were  a  stable  of  highly  paid,  highly  tal- 


ented people,"  says  Everette  E.  Dennis, 
executive  director  of  the  Gannett  Foun- 
dation Media  Center.  "The  public  bene- 
fited from  this  cadre  of  talent." 

With  the  development  of  satellite  tech- 
nology, affiliates  can  compete  with  the 
networks  by  shipping  reports  to  one  an- 
other. And  national  exposure  is  honing 
the  skills  of  some  local  reporters.  The 


wave  technology.  Trucks  that  senca 
receive    satellite    signals  can 
$450,000,  while  satellite  time  cos' 
much  as  $200  a  minute.  At  $300  m 
the  NBC  News  budget  is  more  than 
ble  that  of  The  New  York  Times. 
WAR  LOSSES.  The  cost  of  covering 
Persian  Gulf  war  threw  this  into 
relief.  NBC,  for  example,  says  it 
$25  million  on  war  coverage — on 
lose  $25  million  more  in  ads  pu 
companies  fearful  their  spots  wou: 
next  to  news  of  U.  S.  casualties.  Cb: 
and  Capital  Cities/ABC  blame  first- 
ter  earnings  declines  of  737f'  and 
respectively,  on  the  war.  CBS  News 
NBC  News  are  losing  money,  while 
lysts  say  ABC  News  is  eking  out  a  p 
Time  was  when  red  ink  was  irrel 
to  a  network  news  operation:  CBS  vi 
its  news  division  as  a  loss  leader 
added  intangibly  to  the  p: 
company's  prestige.  But 
owners  such  as  CBS's  Lau: 
A.  Tisch  and  NBC's  General 
trie  Co.  expect  news  to 
money  just  as  entertainmen 
gramming  does.  And  when 
loses  money,  they  don't  hes 
to  wield  the  budget  ax  (tabl 
CBS  News  recently  laid  ofi 
staffers  and  scaled  down 
reaus  in  Johannesburg  and 
jing  as  part  of  an  effort  to 
$100  million  in  costs.  NBC 
is  offering  buyouts  to  80  em] 
ees  and  has  shut  down  its 
Francisco  bureau.  Even  at 
News,  where  World  News 
night  leads  the  ratings 
staffers  are  bracing  for  cutsti 
Instead,  networks  are  pou  il 
money  into  projects  such 
NBC's  News  Channel.  Base 


I 

0 


LEAN  TIMES  FOR  NETWORK  NE\ 


0.5 


rise  of  Turner  Broadcasting 
System  Inc.'s  Cable  News 
Network  has  also  eroded  the 
networks'  dominance  over- 
seas: With  worldwide  staffs 
of  about  1,000  each,  they  are 
no  match  for  CNN's  1,603 
employees  and  15  foreign 
bureaus.  And  with  higher 
salary  structures,  the  networks  can't  af- 
ford to  be  global  news  organizations. 

What's  more,  the  technology  that  has 
made  news  gathering  more  accessible  to 
affiliates  and  CNN  has  also  made  it  far 
more  expensive.  For  one  thing,  satellites 
cost  a  lot  more  than  older,  slower  micro- 


STAFFING  AT  NEWS  DIVISIONS 
□  1986  ■1991 


A  THOUSANDS  Of  EMPLOYEES 


DATA:  COMPANY  MPOR 


Charlotte,  N.  C,  the  News  Channel 
satellite  service  that  acts  as  a  24-1" 
clearinghouse,  feeding  network  and 
news  to  NBC's  209  affiliates.  NBC 
bolstering  its  ties  with  local  stations 
spur  them  to  cover  more  news  for 
network.  Says  News  Channel  Presic 
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irt  M.  Horner:  "A  network  news  di- 
n  can't  do  its  best  unless  it  has  a 
ig  reliance  on  affiliates." 
ready,  257^  of  the  reports  on  N'liC 
s  at  Sunrise  and  the  Today  show 
!  from  affiliate  reporters.  On  its 

22  telecast,  for  example,  the  NBC 
•iii/  News  reported  on  several  torna- 
n  Tennessee  and  Kentucky.  But  the 
rt  was  filed  by  NBC's  Nashville  affil- 

after  editors  decided  it  was  too 
y  to  send  a  network  reporter. 
)rner  says  NBC  has  sunk  $20  million 
the  News  Channel.  But  the  network 
it  as  a  long-term  investment,  since 
11  reap  economies  from  more  affili- 
eporting.  NBC  also  placed  the  opera- 
in  North  Carolina,  a  right-to-work 
:  where  labor  costs  are  lower  than 
;  unionized  New  York  headquarters. 
;  and  .A.BC  are  also  determined  to 
3  local  stations  full  partners  in  the 
;  business.  If  they  don't,  they  risk 


3S  got  a  shock  on  the  first 
suing  of  the  gulf  war  when 
;ome  affiliates  broadcast 
sTN  instead  of  the  network 


g  them:  CNN  has  already  signed 
>  with  264  network  affiliates  to  feed 

receive  footage.  CBS  got  a  rude 
k  when  some  affiliates  broadcast 
instead  of  CBS  on  the  first  evening 
le  war.  And  last  week,  NBC's  Boston 
ate  deleted  the  portion  of  a  Nightly 
s  report  that  revealed  the  name  of 
voman  who  says  a  nephew  of  Sena- 
Edward  M.  Kennedy  raped  her. 
ill,  some  news  executives  warn  that 
ng  on  affiliates  can  lead  to  editorial 
is.  Tom  Bettag,  former  executive 
ucer  of  the  CBS  Evening  News,  says 
network  erroneously  reported  that 
;1  had  retaliated  after  Iraq's  first 
I  missile  attack,  based  on  the  report- 
3f  an  affiliate  correspondent.  A  CBS 
esman  notes  that  full-fledged  net- 
c  correspondents  also  goofed. 
!ttag  and  others  warn  that  the  drive 
profits  means  a  shift  from  news 
ering  to  news  packaging.  Indeed, 
/s  such  as  ABC's  20/20  and  CBS's  60 
utes  are  money-makers,  while  the 

news  programs  are  unprofitable  or 
ly  break  even.  So  the  trend  toward 

programming  seems  bound  to  con- 
i.  Some  observers  even  speculate 

the  networks  may  get  out  of  the 
3  business  altogether.  At  this  rate, 
jdent  Bush's  weekend  getaways  will 

get  more  peaceful. 

By  Mark  Landler  in  New  York,  with 
',cia  Konrad  and  Chuck  Hawkins  in 
nta 


I  you  drop  ui  a  line  include  a  snapshot  too  We'd  appteciale  it 


WE'RE  GETTING  MORE  MAIL  in  Jack 
Daniel's  Hollow,  and  we  love  every  letter  we  get. 

It's  nice  to  hear  from  outside  the  Hollow,  especially 
from  folks  who  favor  our  whiskey.  Mostly,  they 
tell  us  how  long  they've  been  drinking 
our  product  and  how  much  they  hope 
it  won't  change.  Of  course,  we  tell 
them  don't  worry. .  .it  won't.  You  see, 
we've  mellowed  Jack  Daniel's  in 
exactly  the  same  manner  since 
1866.  If  folks  wanted  it  some  other 
way,  we  figure  they'd  have  toldnas. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Whiskey  •  4043%  alcohol  by  volume  (80  86  pfoof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery.  Lem  Motlow,  Proprietor,  Route  1.  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  National  Registern)  Histonc  Places  by  the  United  States  Government. 


If  You  Call  Our  Competition  With  A  Fleet  Problem, 
This  Is  The  Help  You're  Likely  To  See  Walk  Through  Your  Do( 


Even  in  this  age  of  1-800  numbers, 
computers  and  fax  machines,  we 
still  believe  there's  no  substitute  for 
the  helping  hand  of  a  human  being. 

If  you  agree,  call  Chevrolet  Fleet 
Sales.  We  can  put  more  trained  field 
people  across  the  desk  from  you  than 
anybody  else  in  the  fleet  business.  To 
discuss  with  you  more  different  kinds 
of  cars,  light-duty  trucks  and  vans  than 
anybody  else  in  the  business. 

We  also  have  an  impressive  800- 
number  network  with  an  extensive 
support  staff,  for  help  of  any  kind.  And 
to  keep  your  phone  from  constantly 
ringing,  we  have  a  service  organization 
devoted  exclusively  to  fleets.  Complete 
with  toll-free  1-800  numbers  your 
people  can  call  for  assistance. 

Call  1-800-248-2897.  You'll  not 
only  like  what  you  hear,  you'll  like 
who  you'll  see  as  well. 


Our  APV  cargo  van:  one  of  several  exclusive  fleet  advantages 
available  by  calling  1-800-248-2897. 


'O  OF  AMERICA  IS  WINNING  " 
"TODAY'S  FLEET  COMPANY  IS  CHEVROLET 

Chevrolel,  the  Chevrolet  einblem  and  Lumina  are  registered  trademarks  of  the  GM  fou 
Corp.  I?)  1990  GM  Corp.  AJl  Rights  Reserved  Let's  gel  it  together    buckle  up  [  ^ 


STEPHEN  M.  WOLF 
UAL 

$18,301,000 


JOHN  SCULLEY 
Apple  Computer 

$16,730,000 


PAUL  B.  FIREMAN 
Reebok  International 

$14,822,000 


DEAN  L.  BUNTROCK 
Waste  Management 

$12,290,000 


LEON  C.  HIRSCH 
U.S.  Surgical 

$11,676,1 


THE  FLAP  OYER 
EXECUTIVE  PAY 

INVESTORS,  EMPLOYEES,  AND  ACADEMICS  ARE  ASKING,  HOW  MUCH  IS  ENOUGH 


Ei 


ach  year,  the  numbers  are  mind- 
numbing.  And  if  you  add  them  up, 
they're  enough  to  scramble  your 
calculator. 
$13.1  million  in  1986. 
$15.4  million  in  1987. 
$11.4  million  in  1988. 
$14.6  million  in  1989. 
$14.8  million  in  1990. 
A  company's  sales  or  profits?  Hardly. 
They're  the  annual  paychecks  of  Reebok 
International  Chairman  Paul  Fireman. 
Nothing  seems  to  stem  the  huge  floods 
of  cash  that  have  put  him  among  the  top 
10  best-paid  chief  executives  in 
America  for  the  past  five  years  in 
a  row — a  feat  unmatched  by  any 
other  CEO.  Certainly  not  last 
year's  puny  l7o  rise  in  Reebok's 
profits.  Or  the  previous  year's  loss 
of  the  No.  1  spot  in  the  sneaker 
business  to  its  nemesis  Nike. 

BULGING  PAYCHECKS.  The  SUmS 
may  be  larger  than  most,  but  Ree- 
bok is  just  one  example  of  a  com- 
pany where  executive  pay  seems 
out  of  control.  No  wonder  the 
boss's  pay  is  under  greater  scruti- 
ny than  ever  before.  Institutional 
investors,  small  shareholders,  aca- 
demies,  employees,  and  even  pay 
consultants  are  challenging  the 
vast  pay  packages  given  to  CEOs. 
Many  of  them  express  particular 
dismay  that  the  average  CEO  pay- 
check continues  to  bulge  even  in  a 
recession  year,  when  CEOs  are  de- 


manding sacrifices  from  their  employees 
and  laying  off  thousands  of  workers. 
The  annual  largess,  many  critics  say,  is 
out  of  step  with  the  times — a  hangover 
of  the  go-go  1980s  that  seems  egregious 
in  the  frugal  1990s. 

And  what  a  party  the  1980s  were.  In 
1986,  Chrysler's  Lee  A.  laccoca  set  a 
record  with  a  pay  package  of  $20.5  mil- 
lion, only  to  be  outdone  a  year  later  by 
Toys  'R'  Us  Chairman  Charles  Lazarus, 
who  bagged  more  than  $60  million.  In 
1988,  Walt  Disney's  Michael  Eisner 
weighed  in  with  a  $40.1  million  total. 


TWO  SPECIAL  CASES 


DONALD  A.  PELS 
LIN  Broadcasting 

$186,200,000 

A  merger  with  McCaw 
Cellular  Communications 
triggered  his  record  wind- 
fall in  LIN  stock-options 


Time  Warner 

$78,176,000 

Time's  merger  with  Warner 
Communications  led  to  a 
giant  $74.9  million  bonus 
on  top  of  his  1 990  pay 


Then,  entrepreneur  Craig  0.  Mc 
scored  with  a  mammoth  $53.9  mi 
package  in  1989. 

But  last  year.  Time  Warner's  St 
J.  Ross  nabbed  a  $78.2  million  buck( 
cash.  And  wait:  Someone  else  made 
more.  Donald  A.  Pels,  chief  executiv 
LIN  Broadcasting,  reaped  a  spectac 
$186.2  million  windfall  when  his  coi 
ny  merged  with  another. 

Every  year,  you  think  it  can't  posj 
go  any  higher — but  then  it  does.  "It 
seems  to  get  more  absurd  each  ye 
says  Edward  E.  Lawler,  a  professo 
management  at  the  Universit; 
Southern  California's  Gradi 
School  of  Business.  "What  is 
rageous  one  year  becomes  a  s 
dard  for  the  next.  And  no  one 
a  position  to  say  no." 

What  especially  riles  man> 
that  the  huge  runup  in  pay  du 
the  1980s  seems  unjustifed  bj 
ther  corporate  performance  or 
historic  relationship  between  e 
utive  pay  and  what  other  pC' 
make.  In  that  single  decade, 
compensation  jumped  by  21 
while  the  factory  worker  saw- 
pay  increase  by  just  53%,  the  e 
neer  by  13%,  the  teacher  by  8 
For  the  same  period,  the  aver 
earnings  per  share  of  the  S&P 
companies  grew  by  only  187o. 

Economists  who  study  the  is 
are  at  a  loss  to  explain  the  gr 
ing  disparities  in  rational  ter 
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5NER  JOSEPH  D.  WILLIAMS  DAVID  O.  MAXWELL  GEORGE  V.  GRUNE  P.  ROY  VAGELOS 

Warner-Lambert  Federal  Natl.  Mortgage  Reader's  Digest  Merck 

00  $8,483,000  $7,568,000  $7,463,000  $7,142,000 


should  Disney's  Eisner,  who  made 

million  in  1990,  be  paid  in  one  day 

hp  iTVPrjiO'p  Tli'^npv  pmnlovpp  psimc: 

I IC  tX\  KZL  CXcL  \Z   i—'  lOllvTy    CilllJl'-'VC^  tcllllo 

THE  20  HIGHEST-PAID  CHIEF  EXECUTIVES 

•  •• 

e  entire  year?  How  can  Chrysler, 

Company 

1990  salary 

Long-term 

Total 

I  in  red  ink  and  fighting  for  surviv- 

and  bonus  compensation 

pay 

ford  to  give  lacocca  $4.8  million: 

Thousands  of  dollars 

lere  is  a  rationale  for  this  other 

l^rccU,  Wc  It;  IIlyoLlilcU  d.b  LU  WIlctL  IL 

1.  STEPHEN  M.  WOLF 

UAL 

$1,150 

$17,151 

$18,301 

Q'hori    iV^iv'cnQll     Q    TTvni"pri  Aiilri 
IVo   oLctll   IVidi  olldll,   d  UillLcU. 

2. 

JOHN  SCULLEY 

Apple 

2,199 

14,531 

16,730 

9rs  official. 

3. 

PAUL  B.  FIREMAN 

Reebok 

14,822 

14,822 

le  critics  are  beginning  to  question 

4. 

DEAN  L.  BUNTROCK 

sLeui  iLbeii,  ci  byhLciii  111  wiuLii  [jciy 

Waste  Management 

1,582 

10,708 

12,290 

gely  regulated  by  board  directors 

5. 

LEON  C.  HIRSCH 

U.  S.  Surgical 

1,128 

10,548 

1 1,676 

ire  reaping  greater  rewards  from 

6. 

MICHAEL  D.  EISNER 

Walt  Disney 

11,233 

11,233 

ame  chief  executives  whose  pay 

7, 

JOSEPH  D.  WILLIAMS 

Warner-Lambert 

1,585 

6,898 

8,483 

<^ppn  hikino'  (xM^fyp  941   "WpVp  P'Pt- 
nore  letters  from  shareholders  ex- 

8. 

DAVID  0.  MAXWELL 

Federal  National  Mortgage 

1,039 

6,529 

7,568 

11^   UULId^t;  UVcl    pdy ,      ociyo  XVclipii 

9. 

GEORGE  V.  GRUNE 

Reader's  Digest 

1,192 

6,271 

7,463 

nii'umvf'n     T^vpciriPKit"    c\t    i"np  TTviil'Prl 
IllLWUILil,    piColUcilL    Ui     LHc     U  HlttrU 

10. 

P.  ROY  VAGELOS 

Merck 

2,092 

5,050 

7,142 

hnlrlpy*^    A  t^'^n     "HThp    harkoroii  nd 

11. 

RAND  V.  ARASKOG 

in 

3,844 

3,179 

7,023 

of  the  mergers  and  LBOs  of  the 
has  cleared  away.  With  profits 

12. 

RICHARD  D.  WOOD 

Eli  Lilly 

1,781 

5,104 

6,885 

)*   pYpr*ntivp  n^iv  i*^  trpftino*  fi  npw 

13. 

DANIEL  B.  BURKE 

Capitol  Cities /ABC 

1,033 

5,584 

6,617 

14. 

WILLIAM  S.  EDGERLY 

State  Street  Boston 

953 

5,561 

6,514 

•  growing  sense  of  anger  could  do 

15. 

ROBERT  P.  LUCIANO 

Schering-Plough 

1,695 

4,691 

6,386 

ore  than  merely  tarnish  the  public 

16. 

MARTIN  S.  DAVIS 

;  ui  a  icw  cunipaHies.  ouiiie  ciiuLb 

Paramount  Communications 

3,646 

2,614 

6,260 

Lai    do    LU    UI  trUlk. t  dl  1   dllLl  UUollitroo 

17. 

JAMES  E.  PRESTON 

Avon  Products 

1,188 

5,061 

6,249 

ish  that  could  rival  Wall  Street's 

18. 

ROBERTO  C.  GOIZUETA 

Coco-Cola 

3,142 

3,100 

6,242 

XUIU    ^IdCC.       11    Lilt:    UUdl  U    ilUCoil  L 

19. 

H.  WILLIAM  LURTON 

Jostens 

880 

5,099 

5,979 

holrl  of  PYPfiitivp  nfiv  vprv  niiir*klv 

ik  the  federal  government  will," 

20. 

ROBERT  E.  CAWTHORN 

Rhone-Poulenc  Rorer 

1,054 

4,835 

5,889 

Robert  E.  Sibson,  a  longtime  pay 
Itant.  "The  directors  are  just  not 

...AHD  10  WHO  AREH'T  CEOs 

their  job,  and  it's  running  out  of 

Company 

1990  salary 

long-term 

Total 

ol." 

and  bonus 

compensation 

poy 

TRIPPING  INFLATION.  The  recession 

^arcely  slowed  the  headlong  i-ace  of 

1.  JOHN  A.  SHIRLEY  Pres.* 

Microsoft 

$414 

$25,594 

$26,008 

itive  pay.  Even  as  profits  slid  7">; 

2. 

FRED  W.  LYONS  JR.  Pres 

Marion  Merrell  Dow 

1,178 

9,091 

10,269 

/ear,  the  average  chief  executive's 

3. 

ERNST  WEIL  Exec  V  P 

Salomon 

6,640 

800 

7,440 

f  and  bonus  rose  by  3.5%,  to 
i,090.  And  when  you  throw  in  gains 

4. 

THOMAS  S.  MURPHY  Chmn.     Capital  Cities/ABC 

1,012 

5,605 

6,617 

long-term  compensation  such  as 

5. 

DONALD  R.  KEOUGH  Pres 

Coca-Cola 

2,103 

4,299 

6,402 

options,  the  CEO's  average  total 

6. 

FRANK  G.  WELLS  Pres 

Walt  Disney 

5,642 

5,642 

limbed  by  7%,  to  $1,952,806.  True,  a 

7. 

JOHN  C.  POPE  Vice  Chmn 

UAL 

655 

4,720 

5,375 

)er  of  companies  had  pay  systems 

8. 

LEONARD  COHEN  Pres 

did  what  they  were  supposed  to  do 

Notional  Medical  Enterprises  1,408 

3,751 

5,159 

down  year:  One  of  every  three  of 

9. 

EUGENE  L.  STEP  Exec  V  P 

Eli  Lilly 

914 

4,193 

5,107 

EOS  in  BUSINESS  week's  survey  of 

10.  JOHN  E.LYONS  Vice  Chmn 

*  Merck 

1,133 

3,955 

5,088 

itive  pav  saw  his  total  compensa- 

irop  in  1990. 

'Resigned  or  retired 

DATA:  STANDARD  &  POOR  S  COMPUSTAT  SERVICES  INC. 

en  so,  chalk  up  another  year  in 

5T0RY 
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PAY  THAT  WAS  JUSTIFIED— AMD  PAY  THAT  JUST  MYSTIFIED 


Talk  to  Dane  A.  Miller  about  exec- 
utive pay,  and  you'll  get  an  ear- 
ful. The  CEO  of  Biomet  thinks 
that  many  well-paid  executives  at  the 
big  corporations  are  just  looking  for 
ways  to  rip  off  the  shareholders. 

"We  don't  get  hung  up  on  complicat- 
ed, self-serving  compensation  sys- 
tems," Miller  says.  "When  a  sharehold- 
er reads  our  proxy  every  year,  he  isn't 
confused  about  how  each  of  us  is  try- 
ing to  tap  into  the  treasury  without 
being  noticed." 

JOINT  EFFORT.  Miller  can  speak  so 
bluntly  because  he's  one  of  the 
founders  of  a  fast-growing  and  highly 
profitable  producer  of  orthopedic  de- 
vices such  as  artificial  hips  and  knees. 
He's  also  the  executive  who  wins  this 
year's  pay-for-performance  sweep- 
stakes. In  BUSINESS  week's  latest  anal- 
ysis, Miller  tops  both  categories,  giving 
his  shareholders  the  highest  return  rel- 
ative to  his  pay  as  well  as  the  best 
return  on  equity.  His  shareholders  saw 
a  $100  investment  in  Biomet,  with  a 
stellar  22.1%  ROE,  turn  into  $295  over 
the  past  three  years.  In  return,  Miller 
rewarded  himself  with  modest  pay: 
only  $555,000  over  three  years. 

He  founded  the  Warsaw  (Ind.)  com- 
pany in  1977  with  a  trio  of  friends  and 
a  tiny  loan  from  the  Small  Business 
Administration.  Biomet  has  racked  up 
30  consecutive  quarters  of  record  sales 
and  profits.  Today,  it  boasts  $182  mil- 
lion in  sales,  $34.8  million  in  net  in- 
come, and  virtually  no  debt. 

From  the  start. 
Miller  says  that  he 
and  his  co-founders 
decided  to  shun  gar- 
gantuan paychecks. 
Too  many  executives 
view  cash  compensa- 
tion as  their  reward 
for  good  manage- 
ment, Miller  says,  and 
forget  that  sharehold- 
ers ought  to  be  receiv- 
ing that  compensation 
as  growth  in  equity. 

To  ensure  that  man- 
agers and  all  Biomet 
employees  keep  stock 
appreciation  at  the 
forefront,  Biomet  pur- 
posely pays  modest 
salaries  but  rewards 
all  employees  who 
have  five  years  of  ex- 
perience— even  jani- 


BIOMET'S  MILLER  a  frugal  salary  and 

no  stock  options,  with  30  straight  quarters 
of  record  sales  and  profits.  "We  don't  get 
hung  up  on  complicated,  self-serving 
compensation  systems.  " 


tors — with  stock  options.  Miller  and 
Chairman  Niles  L.  Noblitt  don't  get 
any  stock  options  at  all.  "We  don't 
feel  that  it  is  necessary  or  even  appro- 
priate to  build  equity,"  says  Miller. 
"We'll  stay  where  we  are  and,  hopeful- 
ly, watch  the  equity  that  we  started 
with  grow."  It  has:  Their  original  com- 
bined 8.6%  stake  is  now  worth  some 
$67  million. 

By  contrast,  Reebok  International's 
Paul  Fireman  is  the  chief  executive 
who  turned  in  the  worst  shareholder 
performance  relative  to  his  pay.  The 
Reebok  founder  has  taken  home  $40.9 


HKiRCULES'  HOLLINGSWORTH  At  just 

$2.2  million  for  three  years,  his  pay  seems 
small — ^but  not  as  small  as  his  chemical  com- 
pany's earnings.  Low  margins  and  miscues 
plagued  Hercules  in  his  four  years  as  CEO. 


REEBOK'S  FIREMAN  Among 

the  10  best-paid  U.  S.  executives 
for  five  years  in  a  row.  He  has 
made  $40.9  million  since  1988, 
while  shareholders  got  only  1 7  % 


million  since  1988,  thanks  to  a  lucriv 
contract  that  has  given  him  5%  of  le 
bok's  pretax  profits  over  $20  mio 
But  $100  invested  in  Reebok  m 
three  years  ago  was  worth  only  $l|ii 
the  end  of  1990.  "  ' 

Once  the  hottest  company  in  i'i 
sneaker  trade,  Reebok  has  lost  son  ( 
its  magic.  Several  ad  campaigns  h 
flopped.  Key  managers  have  Ix- 
changed  several  times,  and  profits  ir 
only  r/f  last  year.  Reebok  did  non- 
turn  phone  calls  requesting  comnnu 

Meanwhile,  Fireman's  counterpai 
Nike,  CEO  Philip  H.  Knight,  turns  u 
the  opposite  end  of  the  rank 
Knight  has  taken  home  just  $1  mi 
over  the  past  three  years,  but  Ni 
return  on  equity  averaged  a  hefty 
That  makes  Knight  the  second- 
performer  relative  to  pay  of  the 
CEOs  analyzed,  and  fifth  in  the  rani 
of  executives  who  gave  sharehok 
the  most  for  their  pay.  A  $100  inv 
ment  in  Nike  at  the  end  of  1987  w( 
be  worth  $323  today. 

Joining  Fireman  in  the  least-for-U 
most  club  is  the  former  chairmaiip 
Hercules,  David  S.  Hollingsworth.  Is 
lingsworth  earned  just  $2.2  million 
tween  1988  and  1990.  But  Hercu 
poor  earnings  push  him  to  the  topa 
the  worst-performers  list  anyway.  I 
STEADY  SLIDE.  The  Wilmington  (Er 
chemical  company  has  been  plagV 
with  low  margins  and  miscues. 
aerospace  operations  have  suffe 
from  cost  overruns,  and  investment: 
advanced-materials 
search  have  been  n 
starters.  During  1 
lingsworth's  four-y 
stint  as  CEO,  wli 
ended  when  he  reti 
in  January,  operat 
profits  slid  stead 
downhill  before 
bounding  slightly 
1990.  Still,  Hercul 
return  on  equity  av 
aged  a  puny  1.9% 
the  past  three  yea 
which,    when  m 
sured  against  his  co 
pensation,  produc 
the  poor  standing 
Hollingsworth. 

What  would  Da 
Miller  say  about  th 
By  Geoffrey  Smith 
Boston  and  Jaynes 
Ellis  in  Chicago 
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the  boss's  total  pay  outstripped 
flation  rate  of  6.17',  as  well  as  the 
if  both  white-collar  professionals, 
iveraged  a  o.27'  gain,  and  of  fac- 
employees,  who  got  just  a  2.8'^ 

<se  are  the  main  (■onclusions  of 
41st  annual  Executive  Pay  Score- 
,  compiled  with  Standard  &  Poor's 
ustat  Services  Inc.  The  survey  ex- 
(S  the  compensation  of  the  two 
st-paid  executives  at  365  of  the 
>t  corporations.  Last  year,  as  many 
ise  same  companies  were  laying  off 
lyees  and  shuttering  plants,  400  of 
30  executives  pulled  down  more 
$1  million  in  pay. 

ting  aside  Pels  and  Ross — who 
beneficiaries  of  mergers  that  trig- 
stock  options  and  bonus  plans — 
find  UAL  Chairman  Stephen  M. 
sitting  at  the  top  of  this  year's  list, 
collected  $18.3  million  in  salary,  bo- 
and  stock-based  incentive  plans — a 
sum  for  heading  up  a  company 
e  profits  fell  by  117  in  1990.  Put 
ler  way,  that's  1,200  times  what  a 
flight  attendant  earned  at  United 
[es  Inc.  in  each  of  the  last  five 
— a  period  when  none  of  them  got 
se.  "It  is,"  says  a  union  official, 
:ene  and  immoral." 
an  analysis  linking  CEOs'  pay  with 
rmance  over  a  three-year  period, 
lESS  WEEK  found  that  Dane  A. 

chairman  of  Biomet,  gave  share- 
rs the  most  bang  for  the  buck 
92).  Who  delivered  the  least?  Ree- 
Fireman,  who  declined  to  be  inter- 
id,  made  $40.9  million  in  cash  since 
while  his  investors  realized  just  a 
eturn.  David  S.  Hollingsworth,  who 
d  as  chairman  of  Hercules,  also 
poorly  in  the  analysis. 
iLE  HARMER.  Whatever  the  pay  or 
lerformance,  a  growing  chorus  of 
5  is  asking:  How  much  is  enough? 
lardly  a  new  issue.  Management 
Peter  Drucker  expressed  his  mis- 
js  in  the  mid-1980s  by  suggesting 
i:he  CEO  shouldn't  earn  much  more 
20  times  as  much  as  the  company's 
t-paid  employee.  Last  year,  the  av- 
'  chief  executive  of  a  major  corpora- 
nade  85  times  the  pay  of  a  typical 
ican  factory  worker.  In  Japan,  by 
ast,  the  boss  receives  only  17  times 
ay  of  an  ordinary  worker, 
acker  worried  that  the  widening 
v^as  harming  the  morale  not  only  of 
ink  and  file  but  also  of  other  pro- 
inals  and  managers.  And  Drucker 
hardly  the  first  observer  to  fret 
the  gap  between  the  shop  and  the 
*lato  believed  that  no  one  in  a  com- 
:y  should  earn  more  than  five  times 
ay  of  the  ordinary  worker, 
to,  of  course,  never  contemplated 
wesome  responsibility  of  a  modern- 
;hief  executive  with  tens  of  thou- 


sands of  employees  in  dozens  of  commu- 
nities. The  boss  is  under  relentless,  and 
often  unreasonable,  pressure  from  Wall 
Street  and  his  own  shareholders  to  prop 
up  the  value  of  his  company's  stock.  He 
must  balance  the  often-conflicting  de- 
mands of  employees,  customers,  lenders, 
government  agencies,  the  press,  and  the 
local  public.  And  in  recent  years, 
the  pace  of  technological  change  and  the 
rush  of  foreign  competition  have  only 
turned  up  the  heat. 

Clearly,  the  boss  has  no  easy  job.  Nor 
is  compensation  a  simple  issue.  Indeed, 
there's  not  even  total  agreement  over 
what  constitutes  executive  pay.  A  Brob- 
dingnagian  paycheck  can  sometimes 
come  after  the  boss  cashes  in  stock  op- 
tions that  accumulated  over  the  course 
of  a  decade.  Or  a  change  in  control  can 
trigger  options  or  bonuses.  Should  the 
lucre  produced  by  such  unusual,  one- 
time events  really  be  counted  when  fig- 
uring annual  executive  pay?  But  surely, 
it  can't  be  ignored.  It  is  publicly  reported 
and  taxed  as  annual  income. 


With  stock  deals,  the  sums  can  be  as- 
tounding. Last  year's  extraordinary 
$186.2  million  payout  for  LL\  Broadcast- 
ing's Pels  was  triggered  after  his  com- 
pany was  acquired  by  McCaw  Cellular 
Communications  in  March,  1990.  The 
takeover  let  Pels  cash  in  1.3  million 
stock  options  and  pocket  the  difference 
between  an  average  exercise  price  of 
$10.87  per  share  and  McCaw's  offer  of 
$154.11.  Does  that  mean  Pels's  take 
of  more  than  $186  million  should  be  con- 
sidered as  pay  for  just  one  year?  "A  lot 
of  these  options  were  held  close  to  10 
years,"  he  protests.  "This  was  a  compa- 
ny whose  entire  equity  sold  for  $15  mil- 
lion in  1974,  and  it  went  up  to  $7  billion. 
I  know  some  stockholders  who  paid 
l2V2<t  for  a  share  of  the  company  and 
.sold  at  $154." 

Similarly,  Time  Warner's  Ross  pocket- 
ed $74.9  million  in  cash  on  Jan.  10  of  last 
year  under  two  lucrative  bonus  plans 
that  paid  out  after  the  merger  between 
Time  and  Warner  Communications.  If 
you  add  the  $3.3  million  in  salary  and 


PAY  FOR  PERFORMANCE: 
WHO  MEASURES  UP...AND  WHO  DOESN'T 

There's  no  perfect  way  to  compare  executive  compensation  with  performance,  but  BUSINESS  WEEK'S 
two  measurement  systems  offer  useful  benchmarks.  One  relates  the  boss's  pay  to  total  shareholder  re- 
turn. The  other  relates  pay  to  return  on  equity  and  change  in  return  on  equity. 

EXECUTIVES  WHO  GAVE  SHAREHOLDERS  THE  MOST  FOR  THEIR  PAY... 


1988-90 

Total  pay* 

Shareholder 

Relative 

Thousands  of  dollars 

return** 

index 

I.DANE  A.  MILLER 

Biomet 

$555 

295% 

712 

2.  JAMES  D.  SINEGAL 

Costco  Wholesale 

996 

485 

587 

3.  GORDON  M.  BINDER 

Amgen 

749 

301 

536 

4.  LAWRENCE  A.  lEHMKUHL 

St.  Jude  Medical 

1,161 

418 

446 

5.  PHILIP  H.  KNIGHT 

Nike 

1,049 

323 

403 

...AHD  THOSE  WHO  GAVE  SHAREHOLDERS  THE  LEAST 

1.  PAULS.  FIREMAN 

Reebok  Intl. 

$40,867 

172.9% 

2.9 

2.  MICHAEL  D.  EISNER 

Walt  Disney 

59,455 

742.9 

3.0 

3.  KENNETH  H.  OLSEN 

Digital  Equipment 

11,916 

-593.4 

3.4 

4.  MARTIN  S.  DAVIS 

Paramount  Comm. 

34,145 

213.5 

3.5 

5.  JOHN  A.  YOUNG 

Hewlett-Packard 

9,891 

-435.7 

5.7 

EXECUTIVES  WHOSE  COMPAHIES  DID  THE  BEST  RELATIVE  TO  THEIR  PAY... 

1988-90 

Total  pay  * 

Avg-  return 

Relative 

Thousands  of  dollars 

on  equity 

index 

I.DANE  A.  MILLER 

Biomet 

$555 

22.7% 

224 

2.  PHILIP  H.  KNIGHT 

Nike 

1,049 

30.5 

169 

3.  MORTON  L.  MANDEL 

Premier  Industrial 

1,224 

30.3 

144 

4.  ROBERT  E.  PRICE 

Price 

719 

20.4 

143 

5.  RICHARD  M.  ROSENBERG 

BonkAmerica 

3,825 

14.7 

142 

...AHD  THOSE  WHOSE  COMPAHIES  DID  THE  WORST 

1.  DAVID  S.  HOLLINGSWORTH  Hercules 

$2,216 

1.9% 

-49.1 

2.  ARMAHD  HAMMER 

Occidental 

7,475 

-10.8 

-36.2 

3.  HARRY  M.  CONGER 

Homestake  Mining 

2,584 

2.7 

-31.9 

4.  TOM  H.  BARRETT 

Goodyeor  Tire 

2,630 

8  1 

-28.9 

S.JAMESJ.O'COHNOR 

Commonwealth  Edison 

1,638 

6.2 

-16.6 

*Salary,  bonus,  and  long-term  compensation  paid  for  entire  three-year  period 
**5tock  price  at  the  end  of  1990,  plus  dividends  for  three  years,  divided  by  stock  price  at  the  end  of  1987 
DATA:  STANDARD  8,  POOR  S  COMPUSTAT  SERVICES  INC. 
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DIRECTORS'  PAY  IS  BECOMING  AN  ISSUE,  TOO 


Compared  with  the  fortunes  paid 
to  many  chief  executives,  direc- 
tors' pay  is  a  pittance — a  mere 
soupgon  in  the  stew  over  lofty  levels  of 
executive  compensation.  But  board  pay 
is  fast  escalating.  With  management 
ladling  out  the  bucks,  more  and  more 
critics  worry  that  highly  paid  directors 
will  show  even  less  independence  of 
mind  in  the  boardroom  than  they  have 
in  years  past — when  all  too  often  they 
have  simply  rubber-stamped  manage- 
ment decisions. 

Last  year,  the  average  director  of  a 
major  U.  S.  company  collected  retainer 
and  meeting  fees  of  $32,352,  according 
to  a  survey  of  352  companies  by  Korn/ 
Ferry  International,  the  executive  re- 


board  members:  "If  I'm  there  for 
them,  they'll  be  there  for  me."  (They 
were,  until  his  greed  got  out  of  harid 
when  he  tried  to  do  a  leveraged  buyout 
of  RJR.) 

Therein  lies  the  problem:  What  mat- 
ters is  not  so  much  the  amount  of  pay 
but  rather  who  sets  it  (usually  the  CEO 
makes  recommendations)  and  the  form 
in  which  it's  paid  (mainly  cash  and 
benefits).  Shareholders,  who  in  theory 
are  represented  by  directors,  have 
nothing  to  say  about  the  matter.  Most 
state  incorporation  laws  allow  the 
board  to  determine  its  own  compensa- 
tion. The  Securities  &  Exchange  Com- 
mission, meanwhile,  is  mum  about  di- 
rectors' pay  but  prohibits  shareholder 


SOME  HEFTY  FEES  FOR  DIRECTORS 


PEPSICO 

$78,000 

UNION 
PACIFIC 


PHILIP  MORRIS 

$54,675 

AMERICAN 
EXPRESS 


COCA-COLA 

$53,400 

ANHEUSER- 
BUSCH 


SARA  LEE 

$52,500 

BRISTOL-MYERS 
SQUIBB 


in 

$51,000 

GEORGIA- 
PACIFIC 


$50,000     $48,000     $47,000     $46,500  $43,000 

Includes  1990  retainer,  board-meeting  attendance  fees,  and  stock  grants,  but  excludes  committee  fees  and  stock  options 
DATA  STANDARD  &  POOR  S  COMPUSTAT  SERVICES  INC 


cruiter.  Some  companies  are  far  more 
generous  (table),  and  most  pay  addi- 
tional fees  for  serving  on  board  com- 
mittees. And  that's  not  all.  In  recent 
years,  benefits  and  perquisites — life, 
health,  and  accident  insurance,  gifts  to 
charity,  golden  parachutes,  travel  ex- 
penses, free  products — have  really 
upped  the  ante.  Retirement  plans  for 
directors  are  a  big  growth  area,  now 
provided  by  67%  of  the  nation's  100 
largest  corporations,  up  from  28%  in 
1985,  according  to  Hewitt  Associates, 
an  executive  search  firm.  Typically,  di- 
rectors who  retire  continue  to  pocket 
their  retainers  for  a  period  equal  to 
their  board  tenure,  or  even  for  life. 

All  that  for,  on  average,  92  hours  a 
year,  Korn/Ferry  says. 
OUT  OF  HAND.  Companies  say  they  pay 
directors  well  to  attract  the  best.  Chief 
executives  know,  though,  that  good 
pay  and  perks  also  help  buy  director 
loyalty — and  some  management  books 
actually  counsel  such  naked  cultivation 
of  board  members  by  the  CEO.  As  none 
other  than  F.  Ross  Johnson,  the  free- 
spending  former  chief  of  RJR  Nabisco, 
once  said  of  the  care  he  lavished  on 


resolutions  about  executive  remunera- 
tion on  the  grounds  that  it  constitutes 
a  corporation's  "ordinary  business." 
The  SEC  allows  shareholders  to  vote 
and  offer  resolutions  only  on  the  por- 
tion of  pay  packages  that  includes 
stock  plans.  Last  year,  it  went  one  step 
further,  permitting  resolutions  asking 
companies  to  refrain  from  offering 
golden  parachutes. 

Shareholders,  so  riled  up  about  CEO 
compensation,  haven't  yet  focused 
much  on  directors'  pay.  In  any  case, 
it's  not  clear  they  would  try  to  lower 
it — which  might  be  penny-wise  and 
pound-foolish.  Says  Sarah  Teslik,  exec- 
utive director  of  the  Council  of  Institu- 
tional Investors:  "I  don't  know  if  we 
pay  them  too  much  or  too  little." 

She  and  others  voice  the  growing 


Last  year,  the  average 
director  got  retainer  ancd 
meeting  fees  of  $32,352 
for  92  hours  of  work 


feeling  that  board  members  are  pit 
bly  paid  too  much  for  what  they  d 
too  little  for  what  they  should  c 
which  is  to  mind  the  store  for  sii 
holders.   "Directors'  compens;i' 
clearly  will  be  more  important  ii 
future,"   Teslik   adds.   Activists  > 
probably  offer  tests  to  see  if  11k>. 
allows   proposals   on   directors'  :e 
Rightly  so,  says  attorney  Ira  M.  !li 
stein,  a  corporate-.governance  exjie: 
Weil,  Gotshal  &  Manges:  "Since  sini 
holders  elect  directors,  the  SEC  slli 
allow  comment  on  director  compc^^ 
tion  in  shareholder  proposals." 
NO  STAKE  AT  ALL.  If  it  does,  share ) 
er  resolutions  will  probably  ain 
changing  the  way  directors  are  |ii 
Says  Millstein:  "Pay  ought  to  be  lifef 
to  performance."  Since  sharehole 
want  independent,  vigilant  reprt-snt 
tives  who  will  make  managemen^fe 
countable,  the  goal  is  to  align  dire(i|)j 
with  them,  rather  than  with  manj^' 
ment.  The  likely  remedy:  encoura  r 
directors  to  take  their  fees  in 
"The  arguments  are  mounting  luj( 
all  directors  to  have  a  stake  in  the  lir 
pany,  rather  than  [the  standard  tae 
of]  100  shares,"  says  Thomas  J.  Nf 
president  of  Spencer  Stuart  &  .\- 
ciates,  a  search  firm.  "If  the  aniou 
meaningful  enough,  they  will  be  thi 
ing  like  shareholders." 

In  fact,  Neff  believes  that  direcn 
should  be  paid  entirely  in  the  forr  ( 
stock — although  he  knows  of  only  91 
company,  Primerica,  that  does  so  i^' 
A  look  at  this  year's  proxy  statem-il 
shows  that  more  companies  are  ole 
ing  directors  stock  grants  or  stocks] 
tions:  Korn/Ferry  found  that  I'y . c 
the  companies  it  surveyed  offer  sije 
grants,  while  25%  provide  stock  4] 
tions.  Neither  Korn/Ferry  nor  He\il 
however,  asked  their  corporate  sn 
pies  if  they  paid  regular  board  i 
in  stock. 

Incredibly,  Institutional  Shareho  f 
Services,  a  Washington-based  con 
tant,  last  year  found  that  27  direc- 
at  275  of  America's  biggest  cor]) 
tions  owned  no  shares  at  all — a 
that  says  much  about  their  view  of 
company's  outlook.  After  ISS  publis 
the  list,  several  called  to  say  they 
purchased  stock.  That's  exactly 
kind  of  result  shareholders  will 
shooting  for  when  they  push  for  m 
conscientious  board  members  by 
ing  up  the  issue  of  directors'  pay. 

By  Judith  H.  Dobrzynski  in  New  J" 
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s  he  gained  in  1990,  Ross  made 
million — or  did  he?  Ross  declined 
imment  for  this  story,  but  his  key 
,  maintain  that  the  $74.9  million  bo- 
was  strictly  related  to  a  one-time 
C,  Time's  acquisition  of  Warner, 
iover,  they  argue  that  the  payout 
cts  his  performance  as  head  of 
ler  from  1982.  To  say  that  Ross 
;  $78.2  million  in  1990— as  he  him- 
reported  to  the  Internal  Revenue 
ice  this  year — would  be  misleading 
unfair,  says  a  spokesperson, 
ese  may  be  exceptional  cases.  But 
nore  typical  pay  of  a  big-company 
'  executive  has  also  spiraled  out  of 
•ol.  While  the  gap  between  CEO  pay 
tvhat  others  make  has  been  growing 
!  1960,  the  most  dramatic  changes 
rred  in  the  1980s.  At  the  decade's 
,,  the  boss's  average  paycheck  was 
,996 — 42  times  the  pay  of  the  ordi- 
factory  worker.  "The  government 
lively  reduced  the  disparity  with  a 
imum  tax  rate  of  70%.  By  last  year, 
jap  between  the  CEO  and  the  rank- 
file  employee  had  grown  to  85  times, 
i  the  top  tax  ral-^  has  fallen  to  337c. 
LLENGERS.  Spiraling  executive  pay 
ked  little  debate  among  investors 
the  public  throughout  the  1980s.  But 
lasingly,  stockholders  are  taking  a 
;  active  role  in  challenging  the  pay 
tices  at  major  corporations.  'The 
ed  Shareholders  Assn.  has  footed 
bill  for  a  study  that  singles  out 
3k-hat"  CEOs  who  collect  too  much 
for  too  little  performance.  Some  big 
eholders,  such  as  the  California 
ic  Employees'  Retirement  System 
)ers),  are  questioning  the  pay  sys- 
1  at  such  brand-name  corporations 
IM,  ITT,  and  W.  R.  Grace.  "American 
,  are  being  treated  like  pharaohs," 
Dale  M.  Hanson,  chief  executive  of 
ers.  "Shareholders  have  to  question 
s  minding  the  store." 
iny  stockholders  have  steered  clear 
le  issue  in  the  past  because  conipen- 
n  is  a  complicated  issue.  Indeed, 
;  directors  say  it's  nearly  impossible 
an  outsider  to  decide  what  consti- 
>  performance  in  regard  to  pay. 
nas  W.  Keesee  Jr.,  chairman  of  itt's 
)ensation  committee,  insists  that  the 
)any's  profitability  or  stock  price 
not  tell  the  entire  story.  Those  are 
t-term  gauges  that  don't  capture  a 
s  work  to  position  the  company  for 
'uture.  "Calpers  can't  measure  what 
done  about  improving  the  depth  of 
utive  talent  in  the  company,  yet  it  is 
ime\y  important,"  he  says.  "You 
;  measure  these  things  statistically." 
hat  you  can  measure  is  how  CEO  pay 
been  propelled  into  the  stratosphere 
)versized  grants  of  stock  options, 
ight  gifts  of  restricted  stock,  and 
r  more  complicated  bonus  plans  de- 
1  by  a  growing  herd  of  pay  consul- 


FROM  BALLPLAYERS  TO  SCHOOLTEACHERS: 
IT'S  NOT  A  GAP,  IT'S  A  CHASM 


SCHWARZKOPF 
Four-star  general 

$103,927.60 


I  ailed  as  the  very  model  of  a 
modern-day  leader,  he  has  gar- 
Inered  raves  for  his  manage- 
ment of  a  multibillion-dollar  organiza- 
tion with  more  than  250,000  employees. 
But  for  all  that,  he  didn't  get  a  single 
stock  option^ — or  even  a  bonus.  And  in 
the  stratospheric  realm  of  executive 
compensation,  "puny"  doesn't  begin  to 
describe  his  annual  paycheck: 
$103,927.60.  He  may  have  been  the 
commander  of  Operation  Desert 
Storm,  but  General  H.  Norman 
Schwarzkopf  earned  a  mere  one-half  of 
1%  of  the  $18.3  million  that  top-paid 
ual's  Stephen 
M.  Wolf  raked 
in  last  year. 

Rewards  for 
work  have  al- 
ways varied 
greatly.  In  re- 
cent years,  how- 
ever, the  dispari- 
ties have  grown 
to  huge  propor- 
tions. With  their 
ever-escalating 
paychecks,  en- 
tertainers and 
sports  figures  are  matching  or  outdo- 
ing the  rise  in  CEO  pay.  And  they've 
left  mere  mortals — with  their  often  dif- 
ficult or  dangerous  jobs — in  the  dust. 
Madonna  earned  $25  million  in  1990. 
Sure,  she's  unique,  and 
she  makes  a  fortune  for 
her  record  company.  But 
the  average  schoolteach- 
er barely  broke  $31,000 
last  year,  despite  all  the 
hoopla  over  the  impor- 
tance of  education.  "It's 
puzzling  that  the  dispari- 
ties seem  to  be  getting 
bigger,"  says  David  F. 
Larcker,  a  professor  at 
the  University  of  Penn- 
sylvania's Wharton 
School  of  Business. 
MOVIE  MUSCLE.  Every 
year  brings  a  new  ath- 
lete, movie  superstar,  or 
musical  personality  who 
seems  to  reach  a  more 
exalted  pay  plateau.  Just 
ask  Boston  Red  Sox 
pitcher  Roger  Clemens, 
who  landed  a  $5.38  mil- 
lion-a-year  contract  in 
February.  The  Mets' 
Dwight  Gooden  more 
than  doubled  his  current 


MADONNA 
Rock  star 

$25,000,000 


DV/IGHT  GOODEN 
New  York  Mets  pitcher 

$2,250,000 


$2.25  million 
salary  by  sign- 
ing a  deal 
worth  $5.15 
million  a  year, 
thanks  partly 
to  the  Red 
Sox's  generos- 
ity with  Clem- 
ens. Only  20 
years  ago,  the 
highest-paid 
pitcher  in  the 
majors.  Bob 
Gibson  of  the 
St.  Louis  Car- 
dinals, only  re- 
ceived $150,000 
a  year. 

Or  how  about  Arnold  Schwarzen- 
egger, who  muscled  a  cool  $32  million 
out  of  Hollywood  last  year  by  starring 
in  two  movies:  Total  Recall  and  Kin- 
dergartev  Cop.  That's  not  all.  Schwar- 
zenegger, perhaps  tiring  of  cash,  will 
take  home  a  nifty  $14  million  Gulf- 
stream  jet  in  partial  payment  for  play- 
ing the  crazed  cyborg  in  Terminator  2. 

Then  there's  Michael  Jackson,  the 
singer  who  stiffed  CBS  Records  this 
year  by  not  releasing  his  much-antici- 
pated album.  Instead,  he  held  out  for  a 
bigger,  sweeter  deal  from  CBS's  parent, 
Sony  USA.  If  even  half  the  plans  for 
albums,  video  games,  and  movies  pan 
out,  Jackson  could  make 
more  than  $50  million 
this  year. 

You  don't  have  to  have 
a  huge  name  to  earn  big 
money  in  entertainment, 
either.  Matt  Groening, 
the  creator  of  The  Simp- 
S071S,  easily  took  home 
$10  million  in  1990.  In- 
deed, a  single  episode  of 
The  Simpsons  weekly  TV 
show  brings  Groening 
about  $150,000,  more 
than  Stormin'  Norman 
earned  in  all  of  last  year. 

Nor  can  the  general 
take  much  consolation  in 
the  knowledge  that  he  re- 
ceived one  extra  none  of 
these  well-paid  people 
got:  He  pocketed  $100  a 
month  in  "imminent  dan- 
ger" pay  while  camping 
out  in  Saudi  Arabia. 
That's  a  perk  most  CEOs 
and  entertainers  would 
gladly  pass  up. 
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tants.  Ironically,  several  of 
the  most  prominent  pioneers 
in  compensation  consulting — 
men  who  concede  that  they 
helped  to  create  the  executive 
pay  boom — have  turned 
sharply  critical  of  the  system. 

Arch  Patton,  for  example, 
began  an  influential  career  in 
pay  consulting  at  McKinsey  & 
Co.  in  the  early  1950s.  Back 
then  he  says,  there  were  few 
pay  abuses.  "Management 
was  protective  of  corporate 
funds,"  he  recalls.  "Money 
was  sacrosanct." 

Gradually,  however,  other 
forces  worked  to  alter  the 
system.  "Over  time,  directors 
began  to  develop  a  rather  pro- 
tective view  of  each  other," 
believes  Patton.  "Instead  of 
the  board  looking  after  the  in- 
terests of  stockholders,  it  began  to  look 
after  the  interests  of  the  management  of 
the  company." 

If  Patton  appears  critical,  Graef  S. 
Crystal  is  often  downright  hostile.  Con- 
sidered the  dean  of  compensation  con- 
sulting until  his  retirement  in  1987,  Crys- 
tal, who  now  teaches  at  Berkeley,  has 
emerged  as  the  leading  critic  of  exces- 
sive executive  pay.  "I  always  thought  I 
was  working  for  the  shareholders,  but  I 
really  wasn't,"  says  Crystal.  "We 
weren't  getting  higher  performance.  We 
were  getting  higher  costs." 

It  strikes  at  a  key  issue  in  the  econo- 
my: employee  productivity  and  morale. 
"It  also  gets  to  the  issue  of  leadershiji  in 


THE  WIDENING  PAY  GAP: 
CEOs  vs.  THE  OTHERS 


AVERAGE  TOTAL  COMPENSATION 

1960  1990 


9,828     ENGINEER  49,365 
4,995  SCHOOIT 
4,665     FAaORY  WORKER  22,998 


RELATIVE  INCREASE 
IN  COMPENSATION 
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business,"  says  consultant  Silxson.  You 
can't  follow  executives  you  can't  trust, 
and  you  can't  trust  executives  who  see 
to  it  that  they  are  overpaid." 

That's  the  argument  union  leaders 
have  been  making  for  years  against  the 
chieftains  of  the  big  auto  companies. 
The  top  executives  at  Ford  and  G.M  took 
pay  cuts  last  year.  But  the  tough  times 
didn't  stop  Chrysler  from  giving  lacocca 
a  W't  increase  in  total  pay,  even  though 
the  company's  earnings  dropped  797'^ 
last  year.  "These  payouts  are  particular- 
ly hypocritical  at  Chrysler,  given  that 
their  executives  have  loudly  and  fre- 
quently proclaimed  the  need  for  cost- 
saving  sacrifices  from  workers,  suppli- 


ers, and  even  theiiic^ 
stockholders,"  claim;|jkl 
shall  of  the  u.'\w.  laeo'Ja 
clined  to  comment. 

There's  no  simple  sju' 
to  the  dilemma.  Taking|i 
from  Peter  Drucker,  a 
of  companies  have  imp! 
cap  on  CEO  pay.  At 
Miller,  the  well-regarde 
er  of  office  furnitur 
chief  executive's  salar; 
exceed  a  multiple  of  20|i 
the  pretax  income  of  it: 
ufacturing  employees. 
SECOND  OPINIONS.  At  th 
least,  say  the  critics! 
board's  compensation  c 
tee  should  insist  on  hav 
own  legal  counsel  and 
pendent  consultant  wi 
ties  to  management.  \ 
would  give  the  comp  co^i 
tee  its  own  ai'senal  of  experts  to  agi 
sively  review  the  pay  proposals  si^j 
ted  by  the  consultants  hired  by  thej 
executive  officer.  Crystal  suggesttt) 
pay  consultants  should  be  named  i\ 
company's  proxy  statement,  just  a- 
company's  auditors  sign  off  on  the  ,i 
al  report. 

Critics  of  the  executive  -pay  gam '{I. 
take  some  solace,  though.  There 
least  one  heartening  sign  that  Corjjh 
America  is  starting  to  take  heed: 
Fireman  himself  has  accepted  a  new 
tract  that  will  limit  his  cash  pay  al 
bok  to  $2  million  a  year. 

By  John  A.  Bi/rtte  in  New  York, 
bureau  reports 


COMPENSATION  SCOREBOARD  GIOSSARY 


If  the  system  worked  perfectly,  executive 
pay  would  rise  when  the  boss  delivers  the 
goods  for  shareholders.  And  it  would  fall 
when  corporate  performance  declines.  But  it 
doesn't  always  happen  that  way. 

In  this  Scoreboard,  BUSINESS  WEEK,  with 
Standard  &  Poor's  Compustat  Services  Inc.,  at- 
tempts to  measure  how  closely  pay  matches 
performance.  The  study  uses  two  approaches: 
It  compares  an  executive's  total  compensation 


with  the  company's  total  return  to  shareholders 
in  stock  appreciation  and  dividends  over  three 
years.  A  second  comparison  measures  pay 
against  corporate  profitability  for  the  same  pe- 
riod. Three  years  of  data  are  examined  to  mini- 
mize the  impact  of  single-year  windfalls. 

The  Scoreboard  companies  boast  market 
values  that  are  among  the  500  largest  in  the 
latest  BUSINESS  WEEK  1000  for  which  1990 
compensation  data  are  available.  Each  compa- 


ny is  assigned  to  one  of  nine  industry  grc; 
Then,  each  executive's  pay,  the  company 
tal  return  to  shareholders,  and  the  compo 
profit  record  are  measured  against  the  othe 
the  group. 

Performance  ratings  are  given  only  v 
three  years  of  data  are  available.  On  a  sea 
5,  1  indicates  the  best  performance;  5  is 
worst.  The  top  15%  of  the  sample  receives 
25%  a  2,  30%  a  3,  20%  a  4,  and  10%  a 


1988-90  PAY-PERFORMANCE  ANALYSIS 


PAY  VS.  SHAREHOLDERS'  RETURN 

Total  compensation  is  the  sum  of  an  executive's  salary,  bonus,  and  long- 
term  compensation  for  the  three  years. 

Value  of  $100  invested  is  the  yearend  1990  value  of  a  $100  investment 
in  the  company  made  three  years  earlier,  including  both  share-price  ap- 
preciation and  dividends. 

Rating  shows  how  an  executive  stacks  up  against  industry  peers,  mea- 
sured in  terms  of  pay  relative  to  total  return  to  shareholders.  The  rating  is 
based  on  an  index  in  which  the  value  of  the  investment  at  the  end  of  the 
three-year  period  is  divided  by  on  executive's  total  pay  and  then  com- 
pared with  other  executives  in  the  same  industry  group. 


PAY  VS.  CORPORATE  PROFIT 

ROE  is  the  company's  average  return  on  common  equity  over  the  tij 
year  period.  | 

Change  in  ROE  is  the  improvement  or  decline  in  the  company's  profit< 
ty  over  the  1988-90  period,  expressed  in  terms  of  a  percentage. 

Rating  shows  how  an  executive  compares  with  industry  peers  in  pa; 
company  profitability.  The  rating  is  based  on  an  index  that  prov 
equal  weight  to  the  company's  overall  ROE  as  well  as  its  improvemei 
decline  during  the  past  three  years.  Both  these  measurements  are  div 
by  an  executive's  total  pay  and  then  compared  with  others  in  the  s 
industry  grouping. 


Footnotes:      t  Indicates  executive  retired  in  1990-91       t  Includes  some  long-term  compensation      e  =  estimated      NA  =  not  available      NM  -  not  meaningful 
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COVER ! 


ANY   EXECUTIVE   1990  COMPENSATION       1988-90  PAY-PERFORMANCE  ANALYSIS 


1990 

TOTAL  ANNUAL  COMP. 

SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

Salary 

&  BONUS 

$000 

/o  LHArsut 
FROM 
1989 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

OF  $100 
INVESTED 

K  M 1 1  IN  1^ 

ROE 

ROE 

ROSPACE 

(INDUSTRIAL:  HIGH  TECH) 

J 

27595.0 
19.9 

F.  A.  Shrontz,  chmn.  &CEO 
0.  D.  Thornton,  exec,  v-p 

1095 
634 

20 
26 

977 
713 

4259 
2912 

291 

m 

14.1 

106.4 

T 

12] 

EED 

9958.0 
14.5 

D.  M.Tellep,  chmn.  &  CEO 

V.  N.  Morafino,  v-chmn.,  CFO  &  CAO 

101 1 
900 

32 
36 

73 
82 

2423 
2426 

113 

m 

10.9 

-30.6 

a 

N  MARIETTA 

6125.9 
21.3 

N.  R.  Augustine,  chmn.  &  CEO 
A.  T.  Young,  pres.  &  COO 

1122 
697 

9 
37 

41 

19e 

3271 
1890 

114 

m 

23.5 

-16.3 

l2_ 

INELL 

AS 

16246.0 
7.8 

J.  F.  McDonnell,  chmn.  &  CEO 
H.  J.  Lanese,  sr.  v-p-finance 

578 
527 

-9 
NA 

0 
0 

2427 
NA 

79 

NA 

5.9 

-25.7 

NA 

I 

OIOGIES 

21783.2 
13.4 

R.  F.  Daniell,  chmn.  &  CEO 
A.  E.  Wegner,  exec,  v-p 

1368 
779 

7 
6 

887 
72 

5160 
2201 

156 

l1 
7_ 

13.8 

-3.0 

m 

RLINES  (TRANSPORTATION) 

11719.6 
-1.0 

R.  I.  Crandall,  chmn.,  pres.  &  CEO 
D.  J.  Corty,  exec,  v-p  &  CFO 

600 
367 

-46 
-41 

61 1 
260 

4620 
2187 

137 

[2j 
5] 

8.5 

NM 

a 

a 

AIRLINES 

8707.4 
-cJ.5 

R.  W.Allen,  chmn.  &  CEO 
H.  L.  Harris,  pres.  &  COOf 

731 
497 

11 
9 

430 
1041 

3577 
3422 

161 

X 

7.7 

NM 

l5] 
]5] 

1 1037.5 
5.6 

S.  M.  Wolf,  chmn.,  pres.  &  CEO 

J.  C.  Pope,  vice-chmn.,  CFO  &  treas. 

1150 
655 

0 
2 

7151e 
4720e 

25816 
12663 

154 

_5 

25.1 

NA 

[1 

>PLIANCES  &  HOME  FURNISHINGS  [consumer  products) 

POOL 

6623.0 
5.1 

D.  R.  Whitwam,  chmn.,  pres.  &  CEO 
J.  Prising,  exec,  v-p;  pres.  &  CEO-sub. 

996 
490 

-3 
NA 

0 
0 

2589 
NA 

110 

NA 

10.1 

-63.6 

a 

NA 

ITOMOTIVE  (CONSUMER  PRODUCTS) 

lER 

29797.0 
1.0 

L.  A.  lococco,  chmn. 
R.  A.  Lutz,  pres. 

918 
563 

-35 
-35 

3886e 
434e 

12124 
2750 

72 

[5] 

B 

6.4 

-95.0 

[5} 

5225.5 
7.2 

G.  B.Mitchell, chmn.; vice-chmn.t              1261*        21           260  4618 
S.  J.Morcott,chmn.,pres.,CEO&COO         589         -6           173  2250 
*  Includes  lump  sum  of  $  1 ,010,000  from  employment  agreement  upon  retirement  2/1/90 

101 

Si 

12.4 

-54.9 

a 
a 

3639.0 
14.8 

J.  R.  Stover,  chmn.  &  CEO 
W.  E.  Butler,  pres.  &  COO 

1053 
673 

-8 
-2 

451 
196 

5171 
2398 

105 

T 

17.6 

-22.3 

a 

MOTOR 

97649.9 
3.7 

H.  A.  Poling,  chmn.&CEO^ 
P.  E.  Benton  Jr.,  pres.  &  COO^ 

1221 
788 

-43 
-45 

69e 
418e 

8607 
6273 

93 

3: 

T 

15.1 

-85.2 

AL  MOTORS 

123276.1 

-6.8 

R.  6.  Smith,  chmn.  &  CEOft 
R.  C.  Stempel,  chmn.  &  CEO^ 

1629 
1569 

-35 
-12 

0 
91 

861 1 

6101 

140 

T 

6.1 

NM 

[5] 
5 

MKS  &  BANK  HOLDING  COMPANIES  (financial  services) 

9NE 

3506.9 
14.6 

J.  B.  McCoy,  chmn. 
R.H.  Potts,  chmn.-sub. 

Shares  of  restricted  stock  granted:  chmn.. 

1248 
607 

1 5,000. 

16 

27 

163 
0 

3700 
1765 

154 

2_, 
2_ 

15.6 

5.0 

_z 

OF 

ORK 

5333.1 

1 1.2 

J.  C.  Bacot,  chmn.  &  CEO-Co.  &  Bonk 
P.  Herrick,  pres.;  vice-chmn. -Bonk 

Unvested  performance  shares  granted:  ch 

875  -19 
598  -13 
mn.,  10,000;  pres.,  6,500. 

70 
46 

3839 
2491 

92 

m 

6.8 

27.6 

i3j 
@] 

AMERICA 

12323.0 
14.3 

R.  M.  Rosenberg,  chmn.  &  CEO 
L.  W.  Coleman,  vice-chmn. 

Shares  of  restricted  stock  granted:  chmn.. 

1600 
975 

1 5,000;  vice-c 

28  0 
13  0 
hmn.,  10,000e. 

3825 
2298 

409 

a 

14.7 

NA 

a 

T 

:RS  TRUST 
ORK 

7921.0 
26.0 

C.  S.  Sanford  Jr.,  chmn. -Corp.  &  Bank 
E.  A.  Lesser,  exec.  v-p-Corp.  &  Bonk 

Shares  of  restricted  stock  granted:  chmn.. 

1500 
1200 
50,000;  exec. 

0 
0 

v-p,  10,000 

127e 
175e 

6089 
4693 

157 

3] 
S 

-0.6 

NM 

a 

l3j 

TT BANKS 

3296.2 
6.4 

C.  E.Rice,  chmn.  &  CEO 

A.  D.  Ernest  Jr.,  pres.  &  COOf 

925 
525 

-3 
-4 

0 
0 

3254 
1720 

79 

[3] 

12.4 

-56.9 

a 
a 

\H 

5309.7 
7.5 

B.  A.  Brown,  chmn.  &  CEO 

A.  B.  Gornto  Jr.,  chmn. -exec.  comm. 

880e 
757e 

NA 

-6 

102 
79 

NA 
2275 

61 

NA 

13.8 

-54.7 

NA 

a 

MANHAnAN 

13672.0 
-10.7 

W.  C.  Butcher,  chmn. -exec,  comm.f 
T.  G.  Labrecque,  chirn.  &  CEO 

884 
680 

-25 
-28 

116 
93 

4186 
3669 

78 

a 
a 

-1.6 

NA 

m 
m 

RP 

38385.0 
2.2 

J.  S.  Reed,  chmn. 

L.  M.  Small,  vice-chmn. 

1201 
826 

-22 
-6 

493 
240 

5307 
3507 

93 

a 

'Ai 

8.7 

NA 

m 

TATES 
CIAL 

2584.0 
7.6 

T.  A.  Larsen,  chmn.  &  CEO 
G.  A.  Butler,  pres. 

798 
660 

-6 
NA 

210e 
1295 

2847 
NA 

1 10 

NA 

13.1 

-50.5 

a 

NA 

miRD 
>RP 

834.4 
15.4 

C.  L.  Buenger,  chmn. -Co.  &  Bonk 
G.  A.  Schaefer  Jr.,  pres.  i  CEO 

760 
514 

14 
40 

223 
154 

3070 
1449 

155 

m 

15.8 

3.0 

a 
a 

CHICAGO 

5693.3 
9.2 

B.  F.  Sullivan,  chmn. -Corp.  &  Bonk 
R.  L.  Thomas,  pres. -Corp.  &  Bonk 

Shares  of  restricted  stock  granted:  chmn.. 

736 
525 
32,802;  pres. 

-50 
-47 
28,631. 

0 
0 

3906 
2666 

115 

H 

16.1 

NA 

a 
a 

NTERSTATE 
>RP 

6024.3 
16.2 

E.  M.  Carson,  chmn.  &  CEO^ 
W.  E.  B.  Siort,  pres.t 

909 
729 

24 
19 

131 
72 

2566 
2169 

82 

3.6 

NA 

a 
a 

Footnotes  on  page  96 
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COMPANY   EXECUTIVE   1990  COMPENSATION       1988-90  PAY-PERFORMANCE  ANALYSK 


1990 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SAieS:  $  MILLIONS 

ROE;  % 

SALARY 
&  BONUS 
SOOO 

%  CHANGE 
FROM 
1989 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
INVESTED 

RATING 

ROE 

CHANGE  IN       R.  J 
ROE 

FIRST  UNION 

4068.7 
10.7 

E.  E.  Crutchfleld  Jr.,  chmn.  &  CEO 
B.  J.  Walker,  vice-chmn. 

Shores  of  restricted  stock  gronted:  chmn.. 

600  -41 
350  -45 
1 2,000;  vice-chmn.,  5,400. 

0 
73 

2667 
•1686 

94 

[I 

m 

12.8 

-32.0 

FIRST  WACHOVIA 

2518.6 
15.4 

J.  G.  Medlln  Jr.,  chmn.,  pres.  &  CEO 
D.  R.  Riddle,  exec.v-p 

991  e 
480e 

18 
14 

6 
271 

3155 

I  TOO 

165 

2 

15.5 

13.3  1 

MANUFACTURERS 
HANOVER 

7695.0 
3.2 

J.  F.  McGillicuddy,  chmn.  &  CEO^ 
T.  S.  Johnson,  pres.-Corp.  &  Bank^ 

1082 
847 

-36 
NA 

0 
229e 

4409 
NA 

144 

T 

NA 

2.2 

NA  jl 

J.  P.  MORGAN 

10465.0 
15.9 

D.  Weatherstone,  chmn. 
D.  A.  Warner  III,  pres. 

1570 
1317 

14 
18 

815e 
93 

5190 
3631 

136 

ilj 

0.5 

977.0 

NATIONAL  CITY 

2682.4 
14.5 

E.  B.  Brandon,  chmn.  &  CEO 
W.  R.  Robertson,  deputy  chmn. 

91 1 
568 

1 

-4 

361 
205 

2940 
1816 

123 

J, 

16.5 

31.5 

NBD  BANCORP 

2688.2 
14.8 

C.  T.  Fisher  III,  chmn.  &  pres. 
V.  G.  Istock,  vice-chmn. 

Performance  shares  and/ or  restricted  sha 

1360 
718 
es  granted:  c 

12 
1 1 

hmn.,  15,812< 

0 
0 

;;  vice-chmn. 

3659 
1908 
5,100e. 

167 

m 
m 

15.1 

23.0 

NCNB 

6682.3 
11.7 

H.  L.McCollJr.,chmn.&CEO 
J.  W.  Thompson,  vice-chmn. 

700 
450 

-53 
-44 

1110 
574 

5233 
2853 

153 

m 
m 

13.0 

5.8 

NORWEST 

3482.3 
18.4 

L.  P.  Johnson,  chmn.  &  CEO 

R.  M.  Kovocevich,  pres.  &  COO 

Shares  of  restricted  stock  gronted;  chmn.. 

1391 
1094 
1 3,400;  pres 

8 
8 

,  7,200. 

1187 
1613 

7285 
7293 

187 

m 
a 

18.2 

NA 

PNC  FINANCIAL 

4879.9 
2.6 

T.  H.  O'Brien,  chmn.,  pres.  &  CEO 
D.  C.  Ulmer  Jr.,  v-chmn.;  chmn. -sub. 

741 
325 

-50 
-31 

0 
0 

3623 
NA 

74 

a 

NA 

11.1 

-77.7  [ 

REPUBUC 
NEW YORK 

2772.1 
13.1 

J.  C.  Keil,  pres.;  vice-chmn. -Bank 
W.  H.  Weiner,  chmn. -Corp.  &  Bank 

1097e 
951e 

143 
56 

0 
0 

2115 
2285 

120 

llj 
3] 

8.9 

595.6  1 

[ 

SECURITY  PAOFIC 

10327.4 
3.0 

R.  H.  Smith,  pres.  S  CEO;  chmn.-sub.  673 
R.J.  Flamson  III,  chmn.;  vice-chmn.-sub.        66 1 

-35 
-56 

568 
2229e 

3257 
6727 

107 

lIj 

a 

12.6 

NM  [ 

[ 

STATE  STREET 
BOSTON 

1320.4 
16.9 

W.  S.  Edgerly,  chmn. 
P.  E.  Madden,  pres. 

953 
689 

15 
12 

5561 
2220 

10108 
6356 

183 

a 

•A. 

17.5 

-4.3  [ 

SUNTRUST  BANKS 

3408.5 
15.2 

J.  B.Williams,  pres.  &  CEO  441 
R.  Strickland,  chmn. -exec.  comm.  432 

Shares  of  restricted  stock  granted:  pres.,  40,000. 

-7 
-18 

303 
303 

2075 
2302 

137 

JJ 

\2i 

15.9 

-10.0  [ 

U.  S.  BANCORP 

1919.7 
15.3 

R.  L.  Breezley,  chmn.  &  CEO 

J.  Green  III,  v-chmn.;  chmn.  &  CEO-sub 

595 
383 

18 
4 

203 
135 

2348 
2539 

161 

L2j 

14.2 

31.4  0 

L 

WEUS FARGO 

5959.8 
23.2 

C.  E.  Reichardt,  chmn. 
P.  Hazen,  pres. 

1468 
1082 

-4 
-4 

0 

2405 

5509 
5554 

157 

m 
a 

23.0 

NM  [ 

c 

6  BEVERAGES 

(CONSUMER  PRODUCTS) 

ANHEUSER-BUSCH 

10743.6 
22.9 

A.  A.  Busch  III,  chmn.  &  pres. 

J.  E.  Ritter,  exec,  v-p,  CFO  &  CAO 

1738 
903 

19 

18 

0 
527 

16266 
7989 

136 

[H 

a 

23.6 

11.5  E 

COCA-COLA 

10236.3 
36.1 

R.  C.  Goizueta,  chmn.  &  CEO 
D.  R.  Keough,  pres.  &  COO 

Shores  of  restricted  stock  gronted:  chmn.. 

3142 
2103 
500,000. 

15 
13 

3100 
4300 

20155 
14613 

255 

a 
a 

35.7 

27.2  [j 

s 

COCA-COLA 
ENTERPRISES 

4034.0 
5.6 

B.  G.  Dyson,  pres.  &  CEO| 

L.  R.  Cowart,  exec,  v-p  &  CFO| 

Shores  of  restricted  stock  granted:  exec,  v 

991 
510 

-p,  10,000. 

17 
16 

0 
0 

2889 
1485 

110 

2^ 

6.2 

-3.2  [3 
[3 

PEPSICO 

17802.7 
22.2 

D.  W.  Calloway,  chmn.  &  CEO 

M.  H.  Jordan,  chmn. -Intl.  Food  &  Bevs. 

1900 
983 

26 
10 

0 

0 

4770 
2716 

242 

T 

23.2 

-7.8  [2 

7  BUILDING  MATERIALS  (industrial:  low  tech) 

PPG  INDUSTRIES 

6021.4 
18.6 

V.  A.  Sarni,  chmn.  &  CEO 
E.  B.  Mosier,  group  v-p-sub. 

1 145 
527 

5 
1 1 

1258e 
409e 

6682 
2393 

155 

m 

'21 

20.0 

1.0  l1 

m 

SHERWIN-WILLIAMS 

2?66.7 
16.1 

J.  G.  Breen,  chmn.  &  CEO 
T.  A.  Commes,  pres.  &  COO 

1078 
638 

10 

10 

0 
0 

3832 
1793 

162 

2. 

16.4 

-5.9  \2 

m 

8  CHEMICALS 

(INDUSTRIAL:  LOW  TECH) 

AIR  PRODUaSA 
CHEMICALS 

2966.8 
13.7 

D.  F.  Baker,  chmn.,  pres.  &  CEO 
I.  C.  Holt  Jr.,  vice-chmn.  &  CAOf 

1094 
571 

7 

-20 

0 
0 

5675 
3168 

144 

3] 

l3.i 

15.3 

-1.6  m 

m 

AMERICAN 
aANAMID 

4570.2 
4.2 

G.  J.  Sella  Jr.,  chmn.  &  CEO 
A.  J.  Costello,  pres. 

1237 
541 

16 

7 

1019 
320 

6106 
3008 

137 

m 

10.5 

-70.2  m 

[3] 

ARCO 
CHEMICAL 

2830.0 
17.5 

H.  A.  Sorgenti,  pres.  &  CEO| 
A.  R.  Hirsig,  sr.  v-pj 

833 
552 

5 
40 

237 
166 

2618 
1475 

137 

m 
m 

26.3 

-23.9  Q] 

m 

BETZ 

LABORATORIES 

596.8 
27.6 

J.  F.  McCaughan,  chmn.  &  CEO 

W.  R.  Cook,  pres.  &  COO;  chmn.-subs. 

567 
364 

7 
54 

158e 
69e 

1790 
NA 

209 

NA 

25.9 

39.5  [T] 

NA 

DOW  CHEMICAL 

19773.0 
15.8 

F.  P.  Popoff,  pres.  &  CEO 

K.  R.  McKennon,  exec,  v-p-technology 

933 
658 

-3 
-4 

654 
872 

6578 
5703 

90 

a 

26.8 

-26.8  [3] 

a 

DUPONT 

40047.0 
14.2 

E.  S.  Woolard  Jr.,  chmn. 

E.  P.  Blonchard  Jr.,  vice-chmn. 

1339 
965 

-9 
-10 

281e 
1 16e 

5580 
2956 

141 

iT 
13. 

14.8 

12.1  [3] 

SI 

ETHYL 

2513.8 
22.2 

F.  D.  Gottwald  Jr.,  chmn.  &  CEO 
B.  C.  Gottwald,  pres.  &  COO 

937 
891 

9 
9 

147 
0 

3067 
2991 

144 

\2\ 

m 

22.3 

9.8  Q] 

m 

FREEPORT 
McMORAN 

1580.6 
51.8 

J.  R.  Moffett,  chmn.  &  CEO 
M.  H.  Ward,  pres.  &  COO 

2011 
1549 

49 
38 

2686 
1711 

19208 
13296 

163 

L5j 

56.3 

62.2  [3] 

m 

W.  R.GRACE 

6754.0 
10.6 

J.  P.  Grace,  chmn.  &  CEO 
J.  P.  Bolduc,  pres.  &  COO 

Shares  of  restricted  stock  gronted:  chmn.. 

1585 
958 

7,500 

4 

17 

0 
0 

8635 
4940 

117 

a 
a 

12.6 

9.3  a 
a 
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Am 

'«PANY 

EXECUTIVE 

1990  COMPENSATION 

1988-90  PAY-PERFORMANCE  ANALYSIS 

1990 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS,  SHAREHOLDER  RETURN 

PAY  VS,  CORPORATE  PROFIT 

SALES:  S  MILLIONS 

li 

SALARY 
&  BONUS 
$000 

\  CHANGE 
FROM 
1989 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE  IN  RATING 
ROE 

% 

AT  LAKES 
WKAL 

1066.3 
18.9 

E.  Kampen,  chmn.,  pres.  &  CEO 
R.  T.  Jeffares,  v-p&CFO 

905 
248 

12 
1  1 

179 
0 

3082 
830 

241 

m 
m 

20,4 

33.8 

r 
T 

eULES 

3199.9 
4.9 

D.  S.Hollingsworth,ehmn.&CEOt             1058*        94              0             2216            85          [2]             1.9  -86.8 

F.  L.  Buckner,  pres.  &  COO                         498         28              0             1306  \2\ 

*lncludes  $350,000  lump-sum  payment  under  retirement  arrangement.  Shares  of  restricted  stock  granted:  chmn.,  2,450;  pres.,  1 ,700. 

[l 
[U 

RIZOL 

1452.7 
25.8 

L.  E.  Coleman,  chmn.  &  CiO% 
W.  G.  Bares,  pres.  &  COO^ 

922 
646 

48 

51 

169 
58 

2789 
1736 

156 

m 

19.9 

97.3 

'T 
Q] 

NDEU 

KKHEMICAL 

6495.0 
936.8 

B.  G.  Gower,  pres.  &  CEO 
D.  F.  Smith,  exec,  v-p  &  CFO 

878 
446 

8 
17 

0 
151 

2363 
1333 

NA 

NA 
NA 

1773.5 

NA 

NA 
NA 

USANTO 

8995.0 
13.4 

R.  J.  Mahoney,  chmn.  &  CEO 
E.  H.  Harbison  Jr.,  pres.  &  COO 

1220 
855 

-7 
-5 

333 
0 

4749 
3722 

128 

15.4 

19.5 

ii.; 

ITON 

■RNAHONAL 

1798.9 
13.1 

C.  S.  Locke,  chmn.  &  CEO 
S.  J.  Stewart,  pres.  &  COO 

1073 
610 

NA 
NA 

687 
171 

NA 
NA 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

CO  CHEMICAL 

1212.3 
47.2 

W.  H.  Clark,  chmn.  &CEOt 

D.  E.  Jackson,  exec,  v-p-int'l.  ops^ 

1022 
574 

16 
17 

647 
343 

4369 
2389 

183 

m 
m 

38.7 

162.9 

IM&HAAS 

2824.2 
16.8 

J.  L.  Wilson,  chmn. 
J.  P.  Mulroney,  pres. 

Shares  of  restricted  stock  granted:  chmn.. 

759e 
637e 
7,238;  pres.. 

12 
7 

4,056. 

0 
38 

2499 
2184 

121 

m 
m 

16.4 

-9.4 

[51 

m 

ON  CARBIDE 

7621.0 
13.0 

R.  D.  Kennedy,  chmn.  &  CEO 

H.  W.  Lichtenberger,  pres.  &  COO 

1415 
901 

0 

-3 

0 
0 

6438 
2668 

90 

T 

24.4 

-30.2 

[3j 

_2, 

:CNGLOMERATES 

(INDUSTRIAL:  LOW  TECH) 

0 STANDARD 

4418.3 
12.2 

R.  B.  Mundt,  chmn.  &  CEO 
R.  C.  Gozon,  pres.  &  COO 

1041 
681 

-1 1 
-5 

0 
0 

3807 
2160 

174 

T, 
\2i 

15.6 

-7.5 

lED-SIGNAL 

12343.0 
13.7 

E.  I.  Hennessy  Jr.,  chmn.  &  CEO 
A.  Belzer,  pres.  &  COO 

1688 
1 188 

1 
2 

878 
436 

10374 
5782 

115 

lU 

l4j 

14.4 

-16.8 

E 

4^ 

lERAL  CINEMA 

2198.8 
7.3 

R.  A.  Smith,  chmn.  &  CEO 
R.  J.TarrJr.,  pres.  &  COO 

1233 
1 167 

17 
21 

0 
343 

3509 
4700 

107 

[3j 

9,2 

NA 

NA 
NA 

lERALELECTRK 

57662.0 
19.8 

J.  F.  Welch  Jr.,  chmn.  &  CEO 

L.  A.  Bossidy,  vice-chmn.  &  exec.  off. 

2983 
1988 

13 
12 

2049 
2293 

10950 
8668 

142 

3] 

5_ 

19.0 

9.9 

\A\ 
'Al 

VSEHOLD 
ERNATIONAL 

4319.7 
16,0 

D.  C.  Clark,  chmn.  &  CEO 

E.  P.  Hoffman,  pres.  &  COO 

1160 
1007 

0 
8 

1437e 
615 

9234 
4083 

98 

T 

16.1 

-23.3 

20604.0 
13.2 

R.  V.  Araskog,  chmn.  &  CEO 
D.  C.  Thomas,  pres.  &  COOf 

Shares  of  restricted  stock  granted:  chmn. 

3844 
1857 
80,508;  pres 

61 
18 

,  8,475. 

3179 
1366 

13623 
7377 

118 

m 

12.1 

-5.9 

\Ii 

L 

611.3 
15.2 

D.  B.  Pall,  founder  chmn. 
A.  Krosnoff,  chmn. 

476 
476 

6 
6 

0 
0 

1514 
1818 

140 

T] 

T_ 

16.2 

-15.7 

m 

XWEU 
ERNATIONAL 

12431.7 
14.7 

D.R.Beall,  chmn.  &  CEO 

K.  M.  Black,  exec,  v-p  &  COO 

1492 
755 

10 
26 

2467e 
864e 

8625 
NA 

158 

NA 

18.4 

-23.3 

3 

NA 

NECO 

14511.0 
16.1 

J.  L.  Ketelsen,  chmn.  &  CEOt 
K.  W.  Reese,  vice-chmn. ^: 

Shares  of  restricted  stock  granted:  chmn. 

1880 
1079 
1 1,170;  vice- 

15 
5 

chmn.,  8,000. 

114 

0 

4707 
2945 

143 

T 

j_ 

10.9 

NA 

m 

TRON 

7915.0 
10.7 

B.  F.  Dolan,chmn.&CEO^ 
J.  F.  Hordymon,  pres.  &  COO^ 

2599 
1473 

12 
30 

0 
0 

6982 
7119 

134 

T, 

10.9 

-6.1 

3 

V 

8169.0 
10.9 

J.  T.  Gorman,  chmn.,  pres.  &  CEO 
E.  D.  Dunford,  exec,  v-p 

1024 
580 

-3 
1 

38 
274e 

3396 
1906 

90 

3; 

_3j 

14.2 

-36.2 

7 

I 

20659.0 
13.9 

C.  A.  Corry,  chmn.                                  1 593 
W.  B.  Thomos,  vice-chmn.-odmin.  &  CFO      1 032 

Shores  of  restricted  stock  granted:  chmn.,  75,000;  vice 

18 
7 

chmn.,  9,000. 

0 
0 

3927 
3201 

116 

m 

14.9 

410.3 

m 

[2] 

ITMANCORP 

2305.0 
-19.6 

J.  W.  Cozad,  chmn.  &  CEO 
M.  L.  Marsh,  pres.  &  COO 

975 
703 

NA 
156 

2005e 
0 

NA 
NA 

64 

NA 
NA 

16,5 

NM 

NA 
NA 

CONTAINERS  &  PACKAGING  (industrial  low  tech) 

>WN  CORK 
EAL 

3072.1 
11.3 

W.  J.  Avery,  chmn.,  pres.  &  CEO 
J.  D.  Scott,  chmn.  &  CEO-sub. 

427 
217 

21 
20 

0 
6 

4924 
1031 

161 

12.4 

-17.7 

'A: 
T 

loco 
>Duas 

1 669. 1 
9.8 

C.  W.  Coker,  chmn.,  pres.  &  CEO; 
R.  C.  King,  Jr.,  pres.  &  COOJ 

829 
495 

5 
10 

375 
0 

3224 
1931 

164 

T 

17.1 

-39.3 

IPLE-INLANO 

2401.2 
16.2 

C.  J.  Grum,  pres.  &  CEO 

W.  W.  McDonald,  exec,  v-p  &  CFO 

797 
606 

-3 
14 

365 
0 

3303 
2038 

139 

2! 

16.9 

6.0 

m 
m 

DRUGS  (CONSUMER 

PRODUCTS) 

ion 

(ORATORIES 

6158.7 
34.1 

D.  L.  Burnham,  chmn.  &  CEO 
T.  R.  Hodgson,  pres.  &  COO 

Shares  of  restricted  stock  granted:  chmn. 

1 161 
806 
45,000;  pres 

37 
18 
,  22,000. 

1699 
1147 

4932 
5510 

195 

[T 

'Al 

32.0 

12.8 

m 

i\ 

LA  CORP 

99.3 
11.2 

M.  S.  Gerstel,  co-chmn.,  CEO  &  CFO 
J.  E.  Show,  pres.  &  COO 

358 
265 

10 
11 

126e 
0 

3098 
946 

189 

Llj 

□j 

10.6 

11.6 

m 

ERICANHOME 

>Duas 

6775.2 
46.0 

J.  R.  Stafford,  chmn.  &  CEO 
B.  Canavon,  pres. 

1700 
977 

8 
22 

0 
0 

7350 
3719 

161 

m 
m 

44.4 

37.7 

m 
m 
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 Y 

COMPANY 

BVE^IITIVE 

1990  COMPENSATION 

1988-90  PAY-PERFORMANCE  ANALYSIS  F 

1990 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  V5,  SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PROFIT  f 

SALES:  $  MILLIONS 

ROE:  % 

Salary 

&  BONUS' 
$000 

i  CHANGE 
FROM 
1989 

TERM 
COMP, 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
Of  $100 
INVESTED 

RATING 

ROE 

CHANGE  IN 
ROE 

1 

AMwEll 

298.7 
1.3 

G.  M.  Binder,  CEO 
G.  B.  Rathmonn,  chmn. 

360 
330 

103 
1 6 

0 
0 

749 
1 079 

402 

LU 

2.1 

23.1 

IT 

t  D  BADn 
v«  K«  BAKv 

785.3 
11.8 

G.  T.  Moloney,  pres.  &  CEO 
R.  H.  McCoflFrey,  chmn. 

459 
350 

9 

—  1 4 

49 
84 

1832 
1 878 

105 

m 

\A\ 

18.4 

-43.1 

m  \ 

lAI 

RAIICni  A.  IAMB 

1 368.6 
16.7 

D.  E.Gill,  chmn.  &  CEO 

T.  C.  McDermoft,  pres.  &  COO 

1340 
793 

5 

519 
506 

6789 
3803 

215 

T 

1 3 ' 

16.1 

12.6 

3] 

Li 

DAA IBK 

INTERNATIONAL 

8100.0 
-0.3 

V.  R.Loucl<sJr.,chmn.&CEO 
W.  H.Gonli,  pres. 

1749 
1035 

20 
]  ] 

620e 
482e 

6194 
3981 

130 

Si 

7.2 

NM 

lU 

DICKINSON 

2066. 1 
15.1 

R.  V.  Gilmorlin,  pres.  &  CEO 

C.  Costellini,  sector  pres. -medical 

729 
327 

25 

]  \ 

328 
49 

3707 
1331 

152 

15.1 

-8.4 

DIAMET 
dIUME  I 

181.5 
22.8 

N.  L.  Noblitt,  chmn. 

D.  A.  Miller,  pres.  &  CEO 

223 
210 

-6 
7 

0 
0 

612 

555 

395 

m 

LU 

22.7 

32.6 

m 

LU 

BDICTAI  UVEDC 
DKI9 1  vL*ln  T  BK9 

SQUIBB 

1  OJUU.U 
32.3 

R.  L.Gelb,  chmn. 
R.  M.  Furlaud,  pres. 

2102 
1 695 

25 
N  A 

2573 
265 

22205 
N  A 

176 

23.4 

46.9 

a 

N  A 

1 546.4 
9.2 

6.  D.  Kennedy,  chmn.  &  CEOt 

R.  F.  Bentele,  exec,  v-p;  pres.-sub.| 

1151 
779 

16 
49 

1 178 
755 

7180 
3300 

164 

3 

9.6 

NM 

m 

!  J ', 

J0nn90n  Cm 

JOHNSON 

23.3 

R.  S.  Lorsen,  chmn.  &  CEOt 
R.  E.  Campbell,  vice-chmn.^ 

1082 
977 

28 
25 

538e 
1403e 

3371 
4135 

201 

25.7 

-2.4 

m 

bLI 

bU  LILLY 

5191.6 
32.5 

R.  D.  Wood,  chmn.,  pres.  &  CEO 
E.  L.  Step,  exec,  v-p;  pres. -sub. 

1781 
914 

31 
24 

5104 
4193 

10980 
891 3 

198 

A' 

27.0 

141.0 

m 

MARION  MERREU 

DOW 

2462.0 
38.6 

J.  G.  Temple  Jr.,  chmn.  &  CEOt 
F.  W.  Lyons  Jr.,  pres.| 

1456 
1 1 77 

NA 

0 

9091 

NA 

154 

NA 

39.3 

20.9 

NA 

MEDTRONIC 

976.7 
1 9.0 

W.  R.Wollin,  chmn.  &  CEO 
W.  W.  George,  pres.  &  COO 

791 
496 

18 
NA 

548e 
199e 

4372 
NA 

189 

2' 
NA 

19.9 

-13.2 

Si 
NA 

MERCK 

7671.5 
46.5 

P.  R.  Vagelos,  chmn.,  pres.  &  CEO 
J.  E.  Lyons,  vice-chmn. 

2092 
1 133 

-11 
-18 

5050 
3955 

20799 
15937 

180 

43.7 

8.5 

m 
a 

PFIZER 

6406.0 
15.7 

E.  T.  Pratt  Jr.,  chmn.  &  CEO 
G.  0.  Laubach,  pres.! 

1573 
1 198 

10 

1 1 

2201 
0 

9436 
6646 

187 

16.4 

-11.5 

a 
a 

RHONE-POULENC 
RORER 

2917,4 

0.1 

R.  E.  Cawthorn,  chmn.,  pres.  &  CEO 
R.  H.  Thurman,  exec,  v-p  &  group  pres. 

Shares  of  restricted  stock  granted:  chmn. 

1054 
477 

5,896;  exec,  v 

9 
24 
p,  2,017, 

4835 
957 

7759 
NA 

303 

NA 

11.6 

-98.9 

[U 

NA 

SCHERING-PLOUGH 

3322.9 
27.2 

R.  P.  Luciono,  chmn.  &  CEO^ 
R.  J.  Kogon,  pres.&COO:( 

1694 
1082 

12 
10 

469  le 
3159e 

12251 
7720 

200 

H 

a 

24.8 

23.9 

m 

[3] 

ST.JUDE 
MEDICAL 

175.2 
25.4 

L.  A.Lehmkuhl,pres.&CEO  453 
D.  C.  Makarewicz,  div.  pres.  296 

Shares  of  restricted  stock  granted;  div-pres.,  10,000. 

20 
66 

0 
0 

1161 
NA 

518 

E 

NA 

26.2 

35.6 

Q] 

NA 

SYNTEX 

1686.3 
42.5 

A.  Bowers,  chmn.* 

P.  E.  Freiman,  pres.  &  CEO 

*Passed  away  7/26/90 

1130 
815 

1 

39 

Oe 
0 

4624 
4054 

199 

m 
m 

44.5 

3.4 

m 
m 

U.S.  SURGICAL 

514.1 
20.5 

L.  C.  Hirsch,  chmn.,  pres.  &  CEO 
T.  Josefsen,  exec,  v-p-marketing 

1128 
627 

8 
8 

1 0547e 
4258e 

17384 
7263 

458 

T 

l2j 

18.9 

21.1 

a 

L4j 

UPJOHN 

3032.7 
29.6 

T.  Cooper,  chmn.  &  CEO 
L.  S.  Smith,  vice-chmn. 

1344 
414 

13 
26 

1222e 
62 

6036 
NA 

136 

m 

NA 

22.3 

62.4 

m 

NA  ^ 

WARNER- 
LAMBERT 

4686.9 
34.6 

J.  D.  Williams,  chmn.  &  CEO 
M.  R.  Goodes,  pres.  &  COO 

1585 
1041 

5 
4 

6898 

1252 

16442 
7149 

211 

35.1 

2.2 

3 

12  ELECTRICAL,  ELECTRONICS  (industrial  high 

TECH) 

AMP 

3043.6 
16.0 

H.  A.  Mclnnes,  chmn.  &  CEO 
J.  E.  Marley,  pres.  &  COO 

577 
472 

23 

42 
108 

1807 

1 

1  O/  J 

101 

m 

}  z 

18.1 

-13.5 

Q] 

COOPER  INDUSTRIES 

6222.2 
10.3 

R.  Cizik,  chmn.  &  pres. 
A.  E.  Riedel,  sr.  v-p-admin. 

1342 
707 

7 

0 
0 

8004 

159 

10.9 

-6.0 

a 

L4J 

EMERSON  ELEORIC 

7727.9 
19.9 

C.  F.  Knight,  chmn.  &  CEO 
A.  E.  Suter,  pres.  &  COO 

1774 
650 

0 
N  A 

2153 
0 

8039 

119 

m 

N  A 

19.3 

15.3 

IS' 

HUBBEU 

719.5 
18.4 

G.  J.  Rotcliffe,  chmn.,  pres.  &  CEO 
V.  R.  Petrecca,  exec,  v-p 

709 
417 

n 
1 1 

573 
112 

2474 
1 299 

165 

J] 
\^ 

18.3 

4.6 

m 

1  1 

INTEL 

3921.3 
18.1 

A.  S.  Grove,  pres.  &  CEO 
G.  E.  Moore,  chmn. 

860 
710 

28 
1 5 

0 
0 

7965 
1 974 

145 

2 

18.4 

34.7 

;  1  ; 

LinON  INDUSTRIES 

5155.1 
13.3 

0.  L.Hoch,chmn.4CEO 

J.  T.  Casey,  vice-chmn.  &  CFO 

1336 
853 

20 
20 

0 

2435 

7105 
4656 

107 

13.8 

1.7 

[£ 

l3j 

MOLEX 

649.2 
12.3 

F.  A.  Krehbiel,  vice-chmn.  &  CEO 

G.  Tokuyama,  pres. -sub. 

516 
436 

-2 
-4 

0 
119 

1556 
1 449 

127 

Qj 

13.7 

-10.3 

M 

MOTOROLA 

10885.0 
11.7 

G.  Fisher,  chmn.,  &  CEO 
J.  Mitchell,  vice-chmn. 

931 
764 

20 
—  1 

747 
2151 

3325 
4437 

110 

m 

12.7 

14.5 

m 

L3I 

1ATI0NALSERVKE 
DUSTRIES 

1651.9 
14.5 

S.  Kirschner,  pres.  &  CEO 
E.  Zaban,  chmn. 

815 
673 

12 
8 

0 
0 

2118 
1903 

133 

m 

15.1 

-2.4 

21 

21 

XAS 

TRUMENTS 

6567.0 
-4.1 

J.  R.  Junkins,  chmn.,  pres.  &  CEO 
W.  P.  Weber,  exec,  v-p 

599 
347 

-15 
-19 

0 

Q 

3013 
1414 

72 

a; 

9.4 

NM 

2? 

3; 

'm''  i^GHOUSE 

12915.0 
6.9 

P.  E.  Lego,  chmn.  &  CEO 
J.  C.  Marous,  chmn.f 

1681 
1587 

20 
-12 

513 
627 

6013 
6999 

129 

a 

16.5 

-66.7 

[33 

m 
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EXECUTIVE  COMPENSATION  SCOREBC 

We've  Given 
Business  Flyers  . 
The  Best 
Frequent  Flyer 
Program  In 
The  Business. 

And  They've 
Given  Us 
Something  In 
Return. 

At  Continental,  making  a 
difference  means  hav- 
ing a  frequent  flyer  pro- 
gram that's  second  to  none. 

For  the  third  year  in  a  row, 
readers  of  Frequent  Magazine, 
the  people  who  fly  the  most, 
voted  OnePass'"  the  Best 
Overall  Frequent  Flyer 
Program. 

We've  also  won  six  out  of 
seven  categories.  Including 
the  Best  Elite  Level  Program 
which  offers  first  class 
upgrades,  generous  mileage 
bonuses  and  service  ameni- 
ties. And  Best  Overall  Award 
which  lets  you  earn  two 
rouncitrip  coach  tickets  to 
Australia  for  75,000  miles. 

Additional  Best  Overall 
victories  went  to  our 
OnePass  Customer  Service, 
Best  Overall  Promotion, 
and  Best  Program  Newsletter. 

And  since  we  offer  a 
convenient  schedule  of 
more  than  200  destinations 
worldwide,  there's  never 
been  a  better  time  to  use  it. 

Contmental  is  making  a  dif- 
ference for  business  travelers. 

And  we  thank  you  for 
noticing. 

©  1991  Continental  Airiines,  Inc 

One  Airline  Can 
Make  A  Difference." 
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COMPAMY   EXECUTIVE   1990  COMPENSATION       1988-90  PAY-PERFORMANCE  ANALYSIS 


1990 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  vs.  CORPORATE  PROFIT 

SALES;  $  MILLIONS 

ROE:  % 

SALARY 
&  BONUS 
$000 

X  CHANGE 
FROM 
1989 

TERM 
COMP. 
$000 

TOTAL 
COMP 

$000 

$  VALUE 
OF $100 
INVESTED 

RATING 

ROE 

CHANGE  IN 
ROE 

RATIN. 

13  FOOD  PROCESSING  (consumer  products) 

ARCHER  DANIELS 
MIDLAND 

8388.1 
1 1.9 

D.  O.  Andreas,  chmn.  &  CEO 
J.  R.  Randall,  pres. 

1946 
917 

45 
3 

0 
0 

451.5 
2720 

188 

m 

13.1 

5.9 

m 

BORDEN 

7632.8 
19.7 

R.  J.  Ventres,  chmn.  &  CEO^ 
A.  S.  D'Amalo,  pres.  &  COOt 

1619 
834 

9 
32 

0 
0 

5097 
3182 

132 

Hi 

m 

1 1.0 

22.6 

m 

CAMPBEUSOUP 

6325.0 
3.3 

D.  W.Johnson,  pres.  &  CEO  1418* 
H.  M.  Baum,  exec,  v-p;  pres. -N. A.  Div.  548 

*lnciudes  $833,000  for  compensation  forfeited  (joined 

NA  0 
7  316 
company  1/15/90).  Shares 

NA          219  NA 
2131  [2] 
of  restricted  stock  granted;  pres.. 

5.6  -77.0 
100,000;  exec,  v-p,  15,400. 

NA 

[5] 

CONAGRA 

17453.8 
16.4 

C.  M.Harper,  chmn.  &  CEO 
P.  B.  Fletcher,  pres  &  COO 

1620 
651 

12 
63 

2141e 
1427e 

10537 
4324 

228 

m 

S] 

19.4 

-12.8 

s 

CPC  INTERNATIONAL 

5781.1 
29.1 

J.  R.  Eiszner,  chmn.  &  CEO* 

C.  R.  Shoemate,  chmn.,  pres.  &  CEO 

*Po5sedaway  9/90. 

967 

758 

-27 
61 

2033e 
396e 

7663 
2572 

219 

[21 

28.5 

-1  1.0 

m 
m 

GENERAL  MIUS 

6896.2 
42.4 

H.  D.  Atwater  Jr.,  chmn.  &  CEO 

F.  C.  Blodgett,  vice-chmn.,  CFO  &  CAO 

1 43 1 
1069 

0 
0 

30e 
0 

7328 
4416 

210 

[3] 

m 

43.9 

3.5 

m 

H.  J.  HEINZ 

6503.1 
29.0 

A.  J.  F.  O'Reilly,  chmn.,  pres.  &  CEO 
J.  J.  Bogdanovlch,  vice-chmn. 

1231 
527 

9 

-1 

2034 
788 

10943 
3822 

184 

iij 

26.8 

19.8 

m 
m 

HERSHEY  FOODS 

2715.6 
17.4 

R.  A.  Zimmerman,  chmn.  &  CEO 
K.  I.  Wolfe,  pres.  &  COO 

770 
620 

-4 
9 

482 
296 

3526 
2482 

163 

i\ 

[2_ 

15.7 

-2.5 

m 

HORMEL 

2761.9 
15.7 

R.  L.  Knowlton,  chmn.,  pres.  &  CEO 
C.  D.  Nyberg,  sr.  v-p  &  gen.  couns. 

Sfiares  of  restricted  stock  granted:  chmn. 

1594 
469 

14,250;  sr.  V- 

53 
33 
p,  4,000. 

1900 
0 

5435 
1 164 

185 

J: 

;r, 

15.0 

27.8 

m 

Q] 

KELLOGG 

5181.4 
26.4 

W.  E.  LoMothe,  chmn.  &  CEO 
A.  G.  Langbo,  pres.  &  COO 

1568 
649 

47 
38 

2717e 
4 

7461 
1920 

155 

28.2 

-19.1 

m 
m 

McCORMICK 

1323.0 
19.0 

C.  P.  McCormick,  Jr.,  chmn.  &  CEO 
B.  A.  Thomas,  pres.  &  COO 

995 
727 

15 
15 

316 
488 

3176 
2478 

295 

m 

15.4 

74.6 

m 

[H 

PIONEER  HI-BRED 
INTERNATIONAL 

967.9 
11.5 

T.  N.  Urban,  chmn.  &  pres.| 
C.  S.  Johnson,  sr.  v-p| 

660 
446 

44 
48 

0 
0 

1503 
1012 

127 

m 
m 

11.8 

16.6 

m 
m 

QUAKER  OATS 

5296.0 
21.8 

W.  D.  Smithburg,  chmn.  &  CEO 
F.  J.  Morgan,  pres.  &  COO 

1077 
748 

-16 
-16 

2347e 
2468e 

9594 
12473 

136 

;5l 

20.0 

27.5 

[3] 

H 

RALSTON  PURINA 

7177.0 
53.2 

W.  P.  Stiriti,  chmn.,  pres.  &  CEO 
J.  W.  Brown,  v-p;  chmn.  &  CEO-sub. 

1161 
405 

9 
7 

964 
0 

19927 
2892 

168 

l3. 

42.4 

-2.8 

m 
m 

SARA  LEE 

12183.5 
18.2 

J.  H.  Bryan,  chmn. 
P.  Fulton,  pres. 

Shares  of  restricted  stock  gronted:  chmn. 

1401 
904 
60,000;  pres 

1 

-1 
,  40,000. 

1313 
377 

1 1573 
5015 

193 

19.6 

-2.1 

a 

[3] 

SYSCO 

7863.5 
17.1 

J.  F.  Woodhouse,  chmn.  &  CEO 
B.  M.  Lindig,  pres.  &  COO 

1 127 
955 

4 
4 

373 
580 

3621 
3251 

252 

X 
% 

16.2 

26.0 

m 

m 

TYSON FOODS 

3825.6 
18.2 

D.  Tyson,  chmn.  &  CEO 
L.  Tollett,  pres.  &  COO 

*lncludes  estimated  value  of  30,000  shr. 

3068  -14 
2594*e  131 
stock  bonus. 

0 
0 

9195 
4435 

242 

T 
J_ 

21.5 

-27.6 

a 
a 

WM.WRIGLEYJR. 

1110.6 
29.2 

W.  Wrigley,  pres.  &  CEO  730 
R.  D.  Ewers,  exec,  v-p  477 

Shares  of  restricted  stock  granted:  pres.,  2,338;  exec,  v 

7 
8 

-P,  651. 

248 
198 

2267 
1518 

160 

T 

29.5 

20.5 

m 

14  FOOD  &  LODGING 

(SERVICE) 

HILTON  HOTELS 

1087.1 
12.2 

B.  Hilton,chmn.,  pres.  &  CEO 
J.  V.  Giovenco,  exec,  v-p-ops 

1050 
708 

9 
32 

0  V 

0 

2972 
1806 

114 

13.6 

-32.7 

a 
m 

15  GENERAL  &  SPECIAL  MACHINERY  (industrial  low 

TECH) 

CATCRPIUAR 

11436.0 
4.6 

G.  A.  Schaefer,  chmn.f 
D.  V.  Fites,  chmn.  &  pres. 

568 
537 

-36 
3 

256 
83 

2933 
1899 

81 

m 
m 

10.2 

-48.3 

a 
a 

DEERE 

7678.5 
9.9 

R.  A.  Hanson,  chmn.fj 

H.  W.  Becherer,  chmn.  &  CEOJ 

Shores  of  restricted  stock  granted:  forme 

1384  -1 
1026  33 
rchmn.,  4,873;  chmn.,  3,865 

885 
183 

6388 
3225 

147 

11.7 

NA 

m 

DOVER 

2210.3 
19.8 

G.  L.  Roubos,  chmn.  &  pres. 
J.  B.  Apple,  v-p;  pres. -sub. 

775 
600 

7 
12 

364 
840 

3499 
3000 

134 

m 

m 

19.6 

18.9 

m 

FMC 

3722.2 
103.8 

R.  H.  Malott,  chmn.  &  CEO 
R.  N.Burt,  pres. 

1207 
488 

1 1 
11 

0 
0 

4803 
1739 

94 

ili 

NA 

NA 

NA 
NA 

INGERSOLURAND 

3737.8 
1 1.8 

T.  H.  Block,  chmn.  &  pres. 

C.  H.  Foiley,  vice-chmn.  &  CFO 

1188 
784 

9 

-3 

625 
613 

4352 
4249 

115 

m 
a 

12.8 

32.5 

m 
a 

STANLEY  WORKS 

1976.7 
15.3 

R.  H.  Ayers.  chmn.,  pres.  &  CEO 
D.  M.  Hadlov/,  group  v-p 

782 
415 

-1 
6 

165 
83 

2594 
1366 

124 

m 

m 

15.9 

-0.6 

m 

TYCO 

LABORATORIES 

2576.0 
13.8 

J.  F.  Fort,  chn  CEO 

L  D.  Kozlowski,   r  s  &C00 

1 170 
1020 

0 
1 1 

3797 
1519 

1 1986 
5795 

193 

s 

17.3 

-39.1 

[S 

a 

16  INSTRUMENTS  (industrial  high  k  i) 

HONEYWELL 

6309. 1 
21.9 

J.  J.  Renier,  chmn.  &  CEO 

C.  J.  Steffen,  exec,  v-p,  CFO  3,  CAO 

1469 
794 

8 
63 

581e 
109e 

4739 
NA 

179 

m 

NA 

8.5 

93.9 

NA 

17  LEISURE  TIME  INDUSTRIES  (Consumer  roducts) 

CARNIVAL 
CRUISE  UNES 

1391.3 
19.9 

A.  K.  Lantermon,  pres.  &  CEO-su  ; 
M.  Arison,  chmn.,  pres.  &  CEO 

729 
693 

-10 
7 

717e 
0 

NA 
1893 

132 

NA 

m 

22.6 

-17.2 

NA 

[2] 
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EXECUTIVE  COMPENSATION  SCOREB 

MPANT 

CYE^IITIUC 

lOBA-OO  PA Y.DERFODMAMCE  ANALYSIS 

1990 

TOTAL  ANNUAL  COmP  LONG^ 

PAY  VS.  SHAREHOLDER  RETURN              PAY  VS.  CORPORATE  PROPiT 

SALES:  $  MILLIONS 

ROE;  % 

SALARY    %  CHANGE  ^^"'^ 
&  BONUS  FROM 
$000            1989  5000 

TOTAL         $  VALUE        RATING           ROE        CHANGE  IN  RATING 
COMP        OF  $100                         X  ROE 
$000  INVESTED 

IT  DISNEY 


6047.9 
23.4 


M.  D.Eisner, chmn.  &  CEO 
F.  G.  Wells,  pres.  &  COO 


1 1233 
5642 


17 
17 


59455 
86910 


174 


22.9  9.9 


|4J 

a 


TMAN  KODAK 


18908.0 
10.4 


K.  R.  Whitmore,  pres.  &  CEO 
W.  J.  Prezzano,  group  v-p 


949 
591 


2986 
1731 


97 


m 
m 


13.0  -46.7 


a 


(AMOUNT 
AMUNICATIONS 


3921.5      M.  S.  Davis,  chmn. « CEO  3646       -11         2614*e  34145 

6.0      D.  Oresmon,  exec,  v-p,  CAO  975       -26         3918e  8038 

*Excludes  $5  million[e)  from  restricted  stocl<  vested  1 2/89.  Amount  included  in  1 989, 


121 


7.8  -64.2 


METALS  &  MINING  (RESOURCES) 


IMINUMCO. 
&MERICA 

10710.2 
5.7 

P.  H.  O'Neill,  chmn.  &  CEO 
C.  F.  Fetterolf,  pres.  &  COO 

825 
691 

-37 
-30 

0 
178 

3245 
2751 

138 

m 

14.2 

-0.4 

a 
a 

AX 

3787.5 
10.2 

A.  Born,  chmn.,  pres.  &  CEO 
P.  E.  Drack,  pres.-Alumax 

1 162 
705 

-2 
-2 

424e 
482 

4051 
3204 

114 

m 
a 

23.7 

82.5 

a 

a 

MESTAKE 
lING 

482.3 
-2.4 

H.  M.  Conger,  chmn. 
D.  K.  Fagin,  pres. 

651 
507 

8 
11 

41 
0 

2584 
1440 

113 

m 
m 

2.7 

NM 

a 
a 

VMONT 

LO 

643.3 
23.1 

T.  P.  Philip,  pres.  &  COO                            477         24  459 
G.  R.  Parker,  chmn.  &  CEO                         363           5  0* 

*  Excludes  L-T  comp.  earned  and  reported  under  Newmont  Mining  option  plans. 

1683 
1541 

105 

m 
m 

25.8 

-29.6 

m 
m 

VMONT  MINING 

683.5 
153.8 

G.  R.Parker,  chmn.,  pres.  &  CEO  1020* 
R.  B.  Leather,  vice-chmn.  648 

*lncludes  compensation  tor  serving  as  executive  officer  of 

14 
14 

subsidiary 

927 
0 

'^lewmont  Gold 

3826 
2201 

121 

m 

NA 

NA 

NA 
NA 

IPS DODGE 

2635.7 
27.0 

D.  C.  Yearley,  chmn.  &  CEO 
L.  R.  Judd,  pres.  &  COO 

Shares  of  restricted  stock  granted:  chmn 

1015  21 
772  8 
,  3,500;  pres.,  2,800. 

2291 
959 

5703 
3781 

156 

25.0 

114.5 

a 

L2j 

NOLOS  METALS 

6022.4 
10.1 

W.  O.  Bourke,  chmn.  &  CEO 
R.  G.  Holder,  pres.  &  COO 

1441 
941 

-19 
-19 

658 

0 

5675 
3231 

129 

a 

[3] 

17.9 

-17.6 

a 
a 

MISCELLANEOUS  MANUFACTURING  (industrial  low 

TECH) 

INING 

2940.5 
15.5 

i.  R.  Houghton,  chmn. 

R.  Dulude,  vice-chmn.  &  group  pres. 

Shores  of  restricted  stock  granted:  chmn 

916 
511 

,  40,790;  vice-ch 

-1  1461 
-1  440 
mn.,  27,487. 

4453 
2168 

205 

m 
m 

16.4 

25.8 

a 
a 

LENBRAND 
USTRIES 

1106.6 
17.3 

W  A.  Hillenbrand,  pres.  &  CEO 
L.  M.  Smith,  sr.  exec,  v-p 

781 
607 

0 

-3 

255e 
225e 

3088 
2542 

159 

J] 

18.5 

-5.7 

a 
a 

NOISTOOL 
RKS 

2544.2 
16.7 

J.  D.  Nichols,  chmn.  &  CEO 

H.  B.  Smith  Jr.,  chmn. -exec.  comm. 

842 
393 

12 

-5 

4462e 
0 

7975 
2949 

151 

a 

18.1 

-4.3 

a 

a 

TENS 

821.2 
22.9 

H.W.lurton,  chmn.  &  CEO 
D.  C.  Lein,  pres. 

880 
419 

10 
8 

5099 
686 

771 1 
2434 

194 

m 
m 

24.2 

-33.0 

a 
a 

INESOTA  MINING 
IFG. 

13021.0 
21.4 

A.  F.  Jacobson,  chmn.  &  CEO 
M.  J.  Monteiro,  exec,  v-p 

Shares  of  restricted  stock  granted:  chmn 

1270  8 
676  8 
,5,932;  exec,  v-p  4,981. 

1469 
847 

6730 
3700 

145 

m 

21.8 

18.0 

a 
a 

VEU 

1072.6 
20.0 

D.  C.  Ferguson,  v. -chmn.  &  CEO 
W.  P.  Sovey,  pres.  &  COO 

1070 
847 

-9 
-9 

619 
814 

4985 
3902 

369 

m 
m 

19.5 

34.8 

a 
a 

tKER-HANNIFIN 

2517.9 
10.9 

P.  G.  Schloemer,  pres.  &  CEO 
P.  S.Parker, chmn. 

984 
631 

11 
8 

126 
0 

3920 
4836 

73 

a 

lU 

11.9 

-3.5 

a 
a 

iBERMAID 

1534.0 
18.7 

S.  C.Goult,  chmn.  &  CEO  894 
W.  W.  Williams,  v.-chmn.,  pres.  &  COO  726 

1 
6 

1346e 
756e 

5022 
3224 

174 

Ej 
a 

19.2 

-3.7 

a 
a 

NATURAL  RESOURCES  (FUEL)  (resources) 

ERADAHESS 

6947.5 
15.5 

R.  F.  Wright,  pres.  &  COO 
S.  R.Miller, sr.  v-p 

1025 
823 

52 
97 

0 
0 

2475 
1601 

194 

m 

13.3 

46.5 

a 

a 

OCO 

28010.0 
13.6 

R.  M.  Morrow,  chmn.f 
H.  L.  Fuller,  pres. 

1677 
1 142 

8 
8 

1864 
1220 

7486 
5940 

168 

a 
a 

13.6 

21.1 

a 
a 

HAND  OIL 

8785.0 
11.9 

J.R.Hall,  chmn.  &  CEO 
C.  J.  Luellen,  pres.  &  COO 

1099 
813 

17 

22 

605 
396 

6854 
4072 

105 

a 

[3 

12.0 

-4.8 

a 
a 

ANTIC  RICHFIELD 

18008.0 
23.6 

L.  M.  Cook,  chmn.  &  CEO^ 
R.  E.  Wycoff,  pres.  &  COO^ 

2265 
1525 

18 
23 

2494 
0 

8642 
4284 

199 

a 

26.2 

13.5 

a 
a 

HINGTON 
tOURCES 

1859.0 
6.9 

T.  H.  O'Leary,  chmn.,  pres.  &  CEO 
T.  H.  Petty,  vice-chmn.f 

*lncludes  $68,000  received  under  letter 

1 1 70  11 
1018*  7 
agreement  (retired  1/1/91). 

513 
257 

NA 
NA 

NA 

NA 
NA 

4.6 

NA 

NA 
NA 

;VRON 

38607.0 
14.5 

K.  T.  Derr,  chmn. 

J.  D.  Bonney,  vice-chmn. 

1102 
712 

16 
13 

177e 
127e 

3405 
2293 

204 

E 

a 

9.4 

127.8 

a 
a 

UTAL 

9381.1 
11.4 

O.  S.  Wyatt  Jr.,chmn. 

J.  R.  Paul,  pres.  &  CEO;  chmn.-sub. 

1155 
870 

-4 
-4 

0 

1488 

3353 
5016 

192 

a 
a 

11.0 

0.2 

a 

a 

(ON 

105519.0 
15.4 

L.  G.  Rawl,  chmn.  &  CEO 
L.  R.  Raymond,  pres. 

1551 
1093 

12 
20 

0 
0 

4291 
3544 

154 

a 
a 

14.0 

6.9 

a 
a 

tR-McGEE 

3683.0 
7.6 

F.  A.  McPherson,  chmn.  &  CEO 
J.  W.  McKenny,  pres.  &  COO 

792 
650 

2 
2 

1044 
993 

3281 
2875 

134 

a 
a 

7.8 

23.0 

a 
a 

IBIL 

57819.0 
11.5 

A.  E.  Murray,  chmn.,  pres.  &  CEO 
R.  F.  Tucker,  vice-chmn. 

1865 
1333 

1 1 
8 

2647e 
3652e 

12462 
11670 

168 

a 

a 

12.0 

53.1 

a 
a 
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COMPANY 


EXECUTIVE 


1990 


SAif  S;  s  MiaiONS 

ROE.  % 


1990  COMPENSATION 


TOTAL  ANNUAL  COmP. 
SALARY  %  CHANGE 
&  BONUS ,  FROM 

;:x    '  1989 


LONG- 
TERM 

COMP. 

sooo 


1988-90  PAY-PERFORMANCE  ANALYSIS 

PAY  VS.  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PROFIT 


TOTAL 
COMP 
SOOO 


S  VALUE 
OFSlOO 
INVESTED 


CHANGE  IN  RATING 
ROE 


OCCIDENTAL 

21694.0 

A.  Hammer,  chmn.  &  CEO 

2407' 

3 

226e 

7475 

106 

_5 

-10.8 

NM 

_5 

PbikvLkUM 

-41 .6 

R.  R.Irani,  chmn.  &  CEO 

2096 

9 

1 78e 

6579 

5_ 

_5_ 

'Excludes  $1 9.6  million(e)  poyoble  to  late  chairman's  estate. 

vKT  A  EliUCUT 

1 940.0 

K.  r.  naupiTunrcr,  cnmn.  ot  ^cw^. 

984 

5 

2145 

5138 

N  A 

N  A 

6.7 

255.1 

 =r- 

2_ 

33.4 

J.  E.  McCormick,  pres.  &  C00| 

619 

12 

799 

2573 

NA 

2 

PBINZOIL 

2366.7 

J.  LPote,  pres.  &  CEO 

661 

146 

499e 

NA 

105 

NA 

3.0 

-20.5 

NA 

7.5 

W.  H.  Schell,  group  v-p-sub. 

400 

NA 

41  2e 

NA 

NA 

NA 

PHILUPS 

13603.0 

C  J.  Silos,  chmn.  &  CEO 

1161 

-6 

0 

3162 

206 

T 

20.1 

NM 

LS 

PETROLEUM 

19.9 

G.  A.  Cox,  pres.  &  COO 

813 

-6 

0 

2385 

2. 

Q] 

Shares  of  restricted  stock  granted:  chmn 

,  128,650;  pres. 

83,650. 

SUN 

1 1812.0 

R.  McClementsJr.,chmn.&CEO 

972 

4 

642 

4398 

67 

T 

3.1 

-8.4 

T 

6.1 

R.  H.  Campbell,  pres.  &  COO 

486 

5 

0 

1430 

3_ 

A. 

TEXACO 

40899.0 

J.  W.  Kinneor,  pres.  &CEO 

1928 

8 

1457 

8972 

204 

T 

20.9 

NA 

X 

16.5 

A.  C.  DeCrone  Jr.,  chmn. 

1505 

3 

1795 

7685 

T 

_L 

Shares  of  restricted  stock  gronted:  pres.. 

9,856;  chmn.,  6,906. 

UNOCAL 

10645.0 

R.  J.  Sfegemeier,  chmn.,  pres.  &  CEO 

1 192 

12 

999 

4406 

198 

T 

10.8 

53.4 

T 

15.7 

C.  S.  Brinegar,  vice-chmn.  &  exec,  v-p 

729 

12 

773 

3131 

T 

3_ 

21  NONBANK  FINANCIAL  (financial  services) 


AETNA  UFE 
&  CASUALTY 

1902C.5 
8.7 

J.  T.  Lynn,  chmn. 
R.  E.  Compton,  pres. 

1067 
738 

1 

-1 

0 
0 

4287 
3027 

104 

J, 
_4 

9.3 

-37.8 

_4 
T 

H.F.AHMANSON 

4778.3 
8.2 

R.  H.Deihl,  chmn.  i  CEO 
C.  R.  Rinehort,  pres.  &  COO 

1298 
697 

3 

193 

1261 
272 

5974 
NA 

98 

T 

N  A 

9.5 

-26.7 

T 

NA 

AMERICAN  EXPRESS 

24332.0 
4  9 

J.  D.Robinson  III, chmn.,  pres. &  CEO           1798  -31 
A.  Popone,  chmn. -sub. t                          1391  1 

'Includes  value  of  1  6,800  shares  released  from  restrictions  eorly  (due 

1640e 

2050*e 

to  retirement.) 

17847 
1 1 189 

102 

T 

15.5 

-59.5 

T 

AMERICAN  FAMILY 

2678.4 
14.8 

J.  B.  Amos,  chmn.  &  CEO-Co.  &  AFLAC* 
P.  S.  Amos,  chmn. -Co.  &  AFLAC 

'Passed  oway8/13/90. 

4143 
872 

-10 
71 

0 

258 

13298 
2181 

142 

T 

2 

14.4 

-12.8 

T 

AMERICAN  GENERAL 

4481.0 
13.5 

H.  S.  Hook,  chmn.  &  CEO 
M.  J.  Poulos,  pres. 

1336 
887 

8 
8 

185e 
131e 

4056 
2763 

115 

T 
3_ 

11.1 

10.8 

T 

3_ 

AMERICAN  INTL 
GROUP 

14932.1 
15.0 

M.  R.  Greenberg,  chmn.,  pres.  &  CEO 
E.  E.  Matthews,  vice-chmn. -fin. 

1750 
465 

11 
6 

0 
0 

4295 
1265 

162 

T 

± 

15.9 

-7.8 

T 
J. 

AON 

2626.4 
16.4 

P.  G.Ryan,  pres.  &  CEO 

R.  1.  Skilling,  exec,  v-p  &  chief  counsel 

912 
457 

15 

20 

0 

662 

2173 
2266 

170 

T 
T 

16.4 

0.3 

T 

2_ 

BEAR  STEARNS 

2376.1 
11.6 

A.  C.  Greenberg,  chmn.  &  CEO  4212 
J.  E.  Coyne,  pres.  3634 
Compensation  for  1 989  reflects  a  1 4.month  period  (due 

-7  0 
-7  0 
to  fiscal  year  change). 

11189 
9584 

141 

T 

5^ 

NA 

-24.1 

NA 
NA 

BERKSHIRE 
HATHAWAY 

2659.5 
7.5 

M.  A.  Goldberg,  v-p 

J.  V.  McKenzie,  v-p,  CFO  &  secy. 

1892 
253 

-16 
7 

0 
0 

7140 
711 

226 

T 
T 

8.6 

-1.4 

T 

T 

H&R 
BLOCK 

1073.2 
26.9 

H.  W.BIoch,  chmn.  &  CEO 

C.  W.  McCall,  pres  &  CEO-CompuServe 

833 
531 

19 
-47 

0 
181 

2141 
2156 

151 

T 
T 

24.6 

14.4 

T 
_L 

CAPITAL  HOLDING 

2577.3 
11.1 

1.  W.  Bailey  II,  chmn.,  pres.  &  CEO 

S.  J.  Mehto,  pres.  &  CEO-Bonking  Grp. 

1  142 

649 

-12 
NA 

1678 
0 

4955 
NA 

156 

T 

NA 

15.4 

-22.4 

[J 

NA 

CHUBB 

4293.8 
18.1 

D.  R.O'Hore,chmn.i 
R.  D.  Smith,  pres.! 

1159 
757 

13 
16 

446e 
289e 

3430 
2236 

207 

a 

16.9 

2.6 

T 
2, 

CIGNA 

18164.0 
6.1 

W.  H.Taylor,  chmn.  &CEOt 
J.  G.  Stewort,  exec,  v-p  &  CFO^ 

1283 
766 

16 
9 

180e 
46e 

3647 
2308 

114 

T 

3_ 

7.2 

-47.3 

QNaNNATI 
FINANCIAL 

1048.9 
14.1 

J.  J.Schiff.CEO 

R.  B.  Morgan,  pres.;  pres.  &  CEO-sub. 

657 
631 

8 
9 

55 
14 

2601 
2483 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

CNA  FINANCIAL 

9944.4 
8.2 

E.  J.  Noho,  chmn.  &  CEO-CNA  Ins.  Cos. 
P.  L.  Engel,  exec.  v-p-CNA  Ins.  Cos. 

2109 
485 

42 

NA 

0 
70 

4971 
NA 

123 

T 

NA 

11.6 

-42.2 

T 

NA 

FANNIEMAE 

12719.0 
29.8 

D.  O.Maxwell, chmn. iCEOt                   1039       -21  6529*e 
R.  E.Birk,  pres.  &  COO                              761        -11  3737e 
'Excludes  S 1 9,600,000  paid  by  trust  in  connection  with  retirement  (1  /3 1  /91 ). 

13527 
6085 

364 

T 
7_ 

26.4 

43.4 

T 

J_ 

FRANKUN 
RESOURCES 

290.8 
30.1 

C.  B.  Johnson,  pres. 

R.  H.  Johnson  Jr.,  exec,  v-p 

480 
399 

6 

1 1 

0 
0 

1363 
1073 

264 

T 

T 

36.8 

-46.6 

T  . 
_L 

GEKO 

1931.6 
21.5 

W.  B.Snyder,  chmn.  &  CEO 
L.  A.  Simpson,  vice-chmn. 

992 
494 

42 

-35 

407 
102 

3773 
3218 

152 

T 
3_ 

21.4 

-9.2 

GENERAL  RE 

2993.2 
19.3 

R.  E.  Ferguson,  chmn.,  pres.  &  CEO^             1 253 
J.  C.Etling,  vice-chmn.t  1038 

Shores  of  'esTricted  stock  gronted.-  chmn.,  7,500;  vice-ch 

4 
21 

mn.,  6,000. 

598e 
609 

4313 
3272 

174 

T 

2_ 

19.2 

1.9 

m 

GOLDEN  WEST 
FINANCIAL 

2127.2 
14.9 

M.  0.  Sandler,  pres.  &  CEO-Co  &  sub. 
H.  M.  Sandler,  chmn.  &  CEO-Co  &  sub. 

721 
721 

9 
9 

1617 
697 

4276 
3307 

201 

T 
_2. 

15.1 

-22.3 

T 

4_ 

GREAT  WESTCRN 
FINANCIAL 

421 1.9 
9.3 

J.  F.  Montgomery,  chmn.  &  CEO-Co  &  Bank 
J.  F.  Maher,  pres.  &  COO-Co  &  Bonk 

1351 
925 

4 

6 

0 
0 

4686 
2764 

96 

T 

9.0 

-18.0 

T 

UNCOLN 
NATIONAL 

8489.6 
8.2 

1.  M.  Rollond,  pres.,  chmn.;  pres. -sub. 
R.  W.  Crispin,  exec,  v-p;  pres. -sub. 

I391e 
71  le 

25 
19 

0 
0 

3895 
1756 

126 

T 

7_ 

9.4 

-27.3 

3 

lOSWS 

12222.8 
16.0 

P.  R.Tisch,  pres.  &  co-CEO 
R.  E.  Posner,  sr.  v-p  &  CFO 

1245 
415 

25 
NA 

0 
0 

3036 
NA 

152 

T 

NA 

19.0 

-20.9 

NA 
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 1 

1 

EXE 

CUTIVE  VOIM 

BOi 

IRE 

IPANY 

EXECUTIVE 

1990  COMPENSATION 

1988-90  PAY-PERFORMANCE  ANALYSIS 

1990 

TOTAL  ANNUAL  COMP, 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

ROE 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1989 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 
NVE5TED 

RATING 

ROE 

CHANGE  IN  RATING 

POE 

SH&McLENNAN 

2723.0 
28.0 

F.  J.  Tosco,  chmn.} 

I.  J.  Losser.  pres. -The  Putnam  Cos.| 

Shares  of  restricted  stock  granted;  chmn. 

1559  9 
1283  3 
6,400;  pres.  (sub.),  3,700 

1070 
291 

5495 
5034 

173 

3j 
L4J 

33.7 

-26.6 

m 
m 

IIU  LYNCH 

11213.4 
5.2 

W.  A.  Schreyer,  chmn.  &  CEO 
D.  P.Tully.pres.&COO 

1550 
1315 

0 

0 

2039e 
1639e 

8058 
6766 

106 

rsi 

lE 

3.5 

-55.4 

f5l 
[5] 

GAN  STANLEY 

5869.6 
14.1 

S.  P.  Gilbert,  chmn-t  2150 
R.  B.Fisher, chmn.  2150 
Stock  Ltnit  awards  or  Stock  Awards  granted:  ret.  chmn.. 

-61  267 
-61  267 
7,417;  chmn.,  7,417. 

12353 
12353 

168 

[3 

LSj 

22.1 

-38.0 

H 

3j 

ERICA 

6193.8 
13.4 

S.  1.  Weill,  chmn.,  pres.  &  CEO 

F.  G.  Zorb,  chmn.,  pres.  S  CEO-sub. 

Shares  of  restricted  stock  granted;  chmn. 

1846 
1593 
3 1,587;  chmn 

20  0 
0  0 
-sub.,  24,01 7. 

4674 

NA 

106 

:5 

NA 

10.9 

-14.7 

T 

NA 

CO 

3053.2 

1  4.  1 

B.  Moines,  chmn.  &  CEO 

J.  W.  Cannon,  exec,  v-p;  pres.-sub. 

573 
329 

8 
4 

136 
81 

1877 
1447 

131 

J_ 

T 

1 5.1 

-3.8 

>MON 

8946.0 
8  5 

E.  Weil,  exec,  v-p                                  6640           4           800            19869  134 
J.  H.Gutfreund,chmn.,pres.&CEO            2265        -35           131  11110 
Unvested  shrs  grnted  under  Equity  Ptnrshp  Pln(subi.  to  approval};  exec  v-p;  256,901 ;  chmn,  47,230. 

_5_ 

[J 

10.2 

87.6 

AUL 

4045.2 
1 7  5 

D.  W.  leotherdole,  chmn.,  pres.  &  CEO 
R.J.  Hough,  CEOt 

Shares  of  restricted  stock  granted;  chmn. 

959 
490 

427. 

49 
-49 

152 
220 

2842 
3481 

151 

3j 

17.3 

-7.8 

3 

lEMAE 

3618.9 
33.0 

L.  A.  Hough,  pres.  &  CEO 
A.  L.  Lord,  exec,  v-p  &  COO 

612 
523 

39 
18 

785e 
658e 

2932 
2588 

168 

]J 
2: 

33.3 

-10.5 

t; 

WMARK 

1796.1 
23.6 

R.  K.  Richey,  chmn.  &  CEO 
J.  W.  Rotenstreich,  pres. 

1820 
1102 

69 
176 

2355 
2912 

17741 
7997 

215 

T 

j4: 

22.8 

12.7 

a 

ISAMERICA 

6703.1 
9.0 

J.  R.  Harvey,  chmn.  &  CEO^ 
F.  C.  Herringer,  pres.^ 

1411 
1109 

2 
13 

64e 
364e 

5668 
3256 

128 

11.1 

-37.2 

3 

3j 

rELERS 

11313.4 
-4.6 

E.  H.  Budd,  chmn.,  pres.  &  CEO 
T.  0.  Thorsen,  vice-chmn.,  &  CFO 

Shares  of  restricted  stock  granted:  chmn. 

649       -32  0 
553       -17  0 
24,809;  vice-chmn.,  16,122. 

3083 
1744 

67 

^4 

ill 

4.4 

NM 

l3] 

M 

2170.3 
15.0 

J.  F.Orrlll,chmn.&CEO                          1026*  6 
G.  H.  Gillespie,  exec,  v-p-fin.  &  admin.          618*  3 
*Compensated  by  UNUM  Life.  Shares  of  restricted  stock  granted:  c 

1262 
0 

hmn  ,  9,700; 

4034 
1396 
exec,  v-p,  5,800 

262 

12.4 

134.6 

OFFICE  EQUIPMENT  &  COMPUTERS  (industrial  high  tech) 

AHL 

2158.8 
13.4 

J.  C.  Leviris,  chmn.&CEO^ 
E.  J.  Zemke,pres.&COOt 

829 
785 

-4 
37 

0 
0 

5013 
2750 

82 

_4_ 

15.9 

-27.6 

LE  COMPUTER 

5740.6 
32.4 

J.  A.  Gra2iano,  exec,  v-p  &  CFO 
J.  Sculley,  chmn.  &  CEO 

'Includes  bonuses  of  $600,000  &  $  1 .5  m 

2793*       NA               0  NA 
2199         -2       14531  28473 
liion  paid  under  an  employment  agreement. 

105 

NA 

T 

34.3 

24.6 

NA 

'4: 

)MATKDATA 
CESSING 

1736.0 
22.7 

J.  S.  Weston,  chmn.  &  CEO 
R.  J.  Cosale,  group  v-p 

780 
403 

17 
22 

1944e 
103e 

5944 
1086 

123 

Jj 

19.9 

50.7 

J] 

PAQ 
PUTCR 

3598.8 
24.5 

J.  R.  Conion,  pres.  &  CEO 
E.  Pfeiffer,  exec,  v-p  &  COO 

2327 
1336 

10 
35 

0 

1146 

6309 
4365 

204 

T 
_3_ 

28.1 

-28.3 

[Ij 

XE 

1413.6 
25.5 

H.  V.  Haverty,  pres.  &  CEO 
J.  K.  Twogood,  exec,  v-p 

717 
464 

20 
19 

0 
0 

1998 
1225 

156 

T 
T 

25.0 

-15.8 

m 
m 

rAL  EQUIPMENT 

13072.3 
-1.1 

K.  H.OIsen,pres. 
J.  F.  Smith,  sr.  v-p 

982 
556 

3 
5 

0 
163 

1 1916 
1955 

41 

:T 

A 

9.9 

NM 

3! 

LEn-PACKARD 

13538.0 
11.7 

J.  A.  Young,  vice-chmn.,  pres.  &  CEO 
D.  0.  Morton,  exec,  v-p  &  COO 

1368 
861 

9 
10 

2741 
2073 

9891 
5242 

57 

T 
_5: 

15.0 

-8.8 

a 

2 

69018.0 
14.1 

J.  F.  Akers,  chmn. 
J.  D.  Kuehler,  pres. 

Shores  of  restricted  stock  granted:  chmn. 

2028e 
1308e 
1 5,902;  pres. 

185 
197 

8,781. 

647 
335 

6651 
4185 

110 

:T 

m 

12.6 

2.3 

a 
m 

•OSOFT 

1477.8 
31.8 

M.R.Hollmon,  pres.  &  COO                     1169*       NA              0                NA  277 

J.  A.  Shirley,  pres.  &  coot                        414         31        25594  29845 

*  Joined  company  4/90  (includes  $4 1 8,000  incentive  to  join  &  $664,000  tor  forfeited  retirement  benefits). 

NA 

31.7 

5.8 

NA 

a 

6285.0 
20.6 

C.  E.ExleyJr.,chmn.&CEO^ 
G.  P.  Williamson,  pres.| 

1195 
673 

2 
18 

1470 
610 

6622 
331 1 

149 

m 

20.3 

6.3 

m 
m 

ELL 

526.3 
25.0 

J.  C.  Bills,  exec,  v-p-soles 

K.  S.  Rekhi,  exec,  v-p-product  dev. 

256 
231 

19 
31 

359 
0 

993 
NA 

275 

T 

NA 

22.7 

24.7 

NA 

EY 

FES 

3195.6 
13.0 

G.  B.  Harvey,  chmn.,  pres.  &  CEO 
M.  C.  Breslowsky,  pres.-sub. 

775 
603 

-10 
36 

486 

0 

5002 
1713 

112 

m 

14.8 

-32.6 

5j 

lOSYSTEMS 

2762.8 
12.5 

S.  G.  McNealy,  chmn.,  pres.  &  CEO 
D.  M.  Ohryn,  v-p-worldwide  field  ops 

Purchased  restricted  stock  at  par  volue:  c 

1407 
640 

hmn.,  15,000e 

80 
82 

0 
0 

2675 
NA 

128 

NA 

13.2 

-17.4 

NA 

DEM 
PUTERS 

1873.1 
8.1 

J.  G.  Treybig,  pres.  &  CEO 
R.  C.  Marshall,  sr.  v-p  &  COO 

543 
359 

14 

6 

814 
660 

2316 
1917 

42 

Si 

a 

10.3 

-45.0 

m 

L4J 

BY 

4648.1 
15.1 

J.  V.  Roach,  chmn.,  pres.  &  CEO 
B.  S.  Appel,  pres.-RodIo  Shock  Div. 

874 
553 

-10 
-7 

0 
0 

2716 
1771 

94 

17.7 

-13.9 

m 

9X 

16951.0 
10.3 

D.  T.  Keorns,  chmn. 

P.  A.  Allaire,  pres.  &  CEO 

1287 
1 187 

-3 
30 

251 
236 

5154 
3258 

79 

10.0 

-1.0 

a 

OIL  SERVICE  &  SUPPLY  (resources) 

ER  HUGHES 

2719.2 
10.2 

J.  D.  Woods,  chmn.,  pres.  &  CEO 
J.  V.  Staff,  sr.  v-p  &  pres.-sub. 

1253 
603 

13 
17 

473e 
1110 

4070 
2676 

198 

7.8 

NA 

m 
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COMPANY  EXECUTIVE   1990  COMPENSATION       1988-90  PAY-PERFORMANCE  ANALYSIS 


1990 

TOTAL  ANNUAL  COMP, 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  V5  CORPORATE  PROFIT 

SALES 

$  MILLIONS 

SALARY 

%  CHANGE 

TERM 

TOTAL 

$  VALUE 

RATING 

ROE 

CHANGE  IN 

RATIN  ■ 

ROEi  % 

&  BONUS 

FROM 

COMP. 

COMP 

OF $100 

ROE 

SOOO 

1989 

SOOO 

SOOO 

NVESTED 

DRESSER 

4706. 1 

J.  J.  Murphy,  chmn.,  pres.  &  CEO 

1108 

12 

863 

4889 

170 

T 

9.4 

831.0 

INDUSTRIES 

9.8 

B.  D.  St.  John,  exec,  v-p-admin. 

615 

12 

117 

2000 

2^ 

[2] 

HALLIBURTON 

6905.2 

T.  H.  Cruikshank  chmn.  &  CEO 

1  1  OA 
1  1  UU 

1  T 
1  J 

393e 

JooU 

1  OA 

1  yo 

2 

6.4 

288.0 

L3j 

9.0 

D.  P.  Jones,  pres. 

568 

20 

82e 

1549 

J] 

12} 

SCHLUMBERGER 

5306.2 

D.  E.  Boird  chmn.  &  CEO 

1  ouu 

0 

oOOO 

O  1 
/  1  4 

2_ 

1  o.z 

Oj./ 

fol 
L2J 

[3] 

17.5 

R.  Genin,  vice-chmn. 

1000 

28 

382 

2912 

T 

24  ' 

(RESOURCES) 

CHAMPION 

5089.9 

A.  C.  Sigler,  chmn.  &  CEO 

1  Z4U 

1 
1 

0 

oJ 



4 

 — 

1 0.3 

—59.3 

m 

INTERNATIONAL 

5.3 

L.  C.  Heist,  pres.  &  COO 

7  on 

C 

0 

0 

4 

l4J 

uEORCiA-rACIrK 

12665.0 

T.  M.  Hohn  Jr.,  chmn.  &  CEO 

1500 

-12 

0 

4150 

120 

T 

18.1 

-27.6 

3] 

1  9  T 

1  Z.J 

H.  L.  Airington,  vice-chmn. 

800 

-26 

479 

4030 

INTERNATIONAL 

12960.0 

J.  A.  Georges,  chmn.  &  CEO 

1440 

10 

604e 

4672 

137 

T 

14.2 

5.8 

m 

DADPD 

rArCK 

1  U.  t 

D.  1.  J.  Wong,  exec,  v-p 

625 

12 

275e 

2001 

JAMES  RIVER 

5416.5 

B.  S.  Holsey,  chmn. 

698* 

NM 

364 

3016 

117 

T 

7.7 

-76.1 

m 

CODD  OCVIRAIMIA 

Z.J 

R.C.  Williams,  pres.  &  CEO 

598* 

NM 

436 

2708 

*Reftects  compensation  for  35-week  transition  year  ending  1 2/30/90  (due  to  fisco 

year  change) 

6407  3 

0.  E.Smith,  chmn.  &  CEO 

1368 

5 

3001 

6882 

1 82 

 —  

3 

1 9.9 

—7.6 

lSj 

19.1 

W.  R.  Sanders,  pres.  &  COO 

702 

34 

163 

2007 

1 

ill 

MEAD 

4772.4 

B.  R.Roberts, chmn. 

551 

-40 

144 

5699 

84 

T 

14.6 

-60.3 

a 

6.9 

S.  C.  Mason,  pres. 

410 

-37 

95 

6581 

J_ 

SCOTT  PAPER 

5356.3 

P.  E.  Lippincott,  chmn.  &  CEO 

603 

-20 

232 

4500 

114 

T 

15.2 

-54.4 

a 

O.O 

J.  R.  Leomon  Jr.,  exec,  v-p;  pres. -sub. 

440 

-13 

651 

2992 

J? 

a 

UNION  CAMP 

2839.7 

R.  E.  Cartledge,  chmn.,  &  CEO 

801 

3 

79e 

2579 

lie 

T 

16.0 

-15.9 

1 2.0 

W.  C.  McClelland,  pres.  &  COO 

605 

25 

4 1  e 

NA 

NA 

NA 

Shares  of  restricted  stocl^  granted:  chmn 

,3,025;  pres.. 

2,019. 

WESTVACO 

2398.6 

J.  A.  Luke,  pres.  &  CEO 

983 

4 

0 

3404 

106 

3j 

13.3 

-21 .4 

131 

9.8 

D.  L.  Luke  III,  chmn. 

850 

Q 

Q 

2517 

m 

WEYERHAEUSER 

9024.3 

G.  H.  Weyerhaeuser,  chmn.  &  CEO 

1 105 

4 

0 

3696 

98 

T 

10.3 

-14.9 

a 

9.9 

J.  W.  Creighton  Jr.,  pres.  &  COO 

650 

7 

0 

1962 

_3_ 

Sj 

WILLAMETTE 

1904.9 

W.  Swindells,  pres.  &  CEO 

554 

7 

0 

1533 

109 

T 

18.6 

-33.4 

E 

liinilCTDIBC 

1 3. 1 

W.  M.  Shields,  exec.v-p-sub. 

320 

6 

0 

900 

1 

Shores  of  restricted  stock  granted:  pres.. 

2,2 1 4;  exec,  v 

-p  1  285 

25 

fi<                    (CONSUMER  PRODUCTS) 

AVON  PROBUCTS 

3453  8 

M.  A.  Gould,  v-p;  pres.  &  CEO-sub. | 

1502 

212 

277e 

NA 

1 28 

NA 

48. 1 

35. 1 

NA 

42.4 

J.  E.  Preston,  chmn.,  pres.  &  CEOt 

1 188 

41 

506  le 

7830 

L2j 

CLOROX 

1558.5 

C.  R.Weover,  chmn.  &  CEOt 

807 

10 

640 

6088 

149 

T 

18.0 

-1.0 

!3; 

1 6.8 

S.  N.  Lewis,  exec.  v-p-Technologyt 

441 

8 

446 

2515 

_x 

Hi 

COLGATE- 

5691.3 

R.  Mark,  chmn.,  pres.  &  CEO 

1554 

10 

251e 

8045 

200 

28.0 

NM 

CD 

DAI  MAI  IVE 

32.0 

W.  S.  Shanohon,  sr.  exec,  v-p  &  COO 

765 

5 

395e 

3424 

2^ 

LU 

dUETTE 

4344.6 

C.  M.  Mockler  Jr.,  chmn.  &  CEO* 

1268 

13 

0 

3346 

231 

T 

NA 

389.6 

NA 

187.8 

J.  W.  Symons,  exec,  v-pf 

880e 

43 

1349 

3407 

T 

NA 

'Passedoway  1/25/91. 

INTL  FLAVORS  & 

962.8 

E.  P.  Grisonti,  chmn.  &  pres. 

713 

8 

216 

2320 

181 

T 

18.0 

7.6 

Ll 

FRAGRANCES 

17.4 

R.  D.  Anderson,  sr.  v-p 

493 

18 

0 

1348 

T 

CD 

PROCTER  &  GAMBLE 

25848.0 

J.  G.  Smole,  chmn. -exec.  comm. 

1489 

0 

752 

6387 

214 

T 

21.7 

380.6 

m 

26.5 

E.  L.  Artzt,  chmn.  &  CEO 

1436 

47 

1 178 

4839 

3^ 

m 

Shares  of  restricted  stock  granted:  CEO.  5,604. 

TAMBRANDS 

631.5 

M.  f.  C.  Emmett,  chmn.,  pres.  &  CEO 

736 

73 

0 

NA 

171 

NA 

21.3 

60.8 

NA 

39.2 

C.  J.  Chapman,  exec,  v-p;  pres. -sub 

394 

NA 

0 

NA 

NA 

NA 

Shares  of  restricted  stock  granted:  chmn 

,  14,200;  exec 

.  V  p,  4,260e. 

26 

(SERVICE) 

AMERICAN  TV  & 

1105.8 

J.  J.  Collins,  chmn.  &  CEO 

1550 

15 

89e 

3684 

154 

T 

24.9 

-5.8 

COMMUNICATIONS 

24.4 

J.  H.  Doolittle,  pres.  &  COO 

1035 

12 

0 

2993 

Shares  of  restricted  stock  granted:  chmn 

,  1,400;  pres., 

5,425. 

CAPITAL  CITIES/ ABC 

5385.6 

D.  B.  Burke,  pres.,  CEO  &  COO 

1033 

-1 

5584 

11552 

133 

T 

13.9 

13.1 

2 

1 4.2 

T.  S.  Murphy,  chmn. 

1012 

-7 

5605 

1 1659 

_5, 

a 

CBS 

3261.2 

P.  A.  Lund,  exec.  v-p-Brdcst  Grp 

1587* 

NA 

0 

NA 

1 18 

NA 

9.1 

-67.9 

NA 

3.3 

L.  A.  Tisch,  chmn.,  pres.  &  CEO 

1350 

2 

0 

3929 

[5] 

*lncludes  $1.5  million  cosh  poyment  for  loss  of  benefits  from  previous  employer. 

DOW  JONES 

1720.1 

W.  H.Phillips, chmn. 

1158 

4 

122 

4077 

88 

16.6 

-68.9 

[5] 

7.4 

P.  R.Konn,  pres.  &  CEO 

535 

8 

70 

2054 

T 

a 

DUN  &  BRADSTREET 

4817.7 

C.  W.Moriti,  chmn.  &  CEO 

1465 

15 

1468 

6987 

87 

T 

25.0 

3.4 

24.4 

R.  E.  Weissmon,  pres.  &  COO 

1018 

14 

814 

3986 

5_ 

l3 

Shares  of  restricted  stock  granted:  chmn 

,  3,942;  pres.. 

2,282. 

UAililEl  1 

3441 .6 

J.  J.  Curley,  chmn.,  pres.  &  CEO 

1300 

1 

802e 

5347 

101 

19.5 

-7.9 

m 

18.3 

D.  H.  McCorkindale,  v.-chmn.  &  CFO 

1030 

1 

611e 

3754 

T 

m 

KNIGHT-RIDDER 

2305.2 

J.  K.  Batten,  chmn.  &  CEO 

846 

25 

335 

3106 

123 

T 

18.0 

-3.2 

16.7 

P.  A.  Ridder,  pre:  -Co.  &  Newspaper  Div  605 

49 

0 

1464 

McGRAW-HIU 

1938.6 

J.  L.  Dionne,  chmn.  &  CEO 

1029 

6 

434e 

4123 

122 

A. 

14.2 

-9.5 

a 

18.1 

W.  0.  Serwotka,  exec,  v-p-operotions 

511 

16 

136e 

1702 

2j 

m 
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There's  never  been 
a  better  time 
to  buy  a  Canon 
plain  paper  FAX. 


The  Laser  Class™  FAX-L770  prints  on  plain 
paper  with  laser  technology  for  extremely 
high  quality  output.  It  gives  you  faxes  that 
not  only  look  great,  but  are  easy  to  handle 
and  file,  and  won  t  curl  or  fade  over  time.  No 
wonder  more  people  choose  a  Canon  plain 
paper  FAX  than  any  other. 

The  FAX-L770also  offers  UHQ  " (Ultra 
High  Quality)  for  utmost  clarity  on  the  faxes 
you  send,  and  Hyper-Smoothing  which  helps 
clear  up  the  "fuzzy"  lines  and  edges  of  faxes 
you  receive — both.  Canon  exclusives. 

Not  only  that,  its  replaceable  cartridge 
contains  everything  that  can  run  out  or  wear 
out  in  the  printing  process,  and  can  be 
replaced  in  one  easy  step. 

Now,  in  addition  to  obtaining  this  Laser 
Class  technology,  you  can  take  advantage  of 
the  following  special  offers*  if  you  purchase  a 
FAX-L770  between  February  1st  and  June 
28th,  1991. 


Free  1MB  memory  upgrade. 

This  means  you  can  rely  on  your  Laser  Class 
FAX  L770,  even  when  you've  run  out  of  paper  The 
additional  memory  allows  you  to  store  up  to  40 
pages  of  information,  which  can  be  printed  when 
the  paper  supply  is  replaced. 

Free  supplies. 

You'll  receive  two  replacement  cartridges  and 
an  8,000-sheet  supply  oi'SVi"  x  11"  paper  with  your 
purchase.  So  you  won't  have  to  worry  about  fax 
supplies  for  up  to  one  year,  based  on  the  average  usage. 

No  finance  charges  until  February  22, 19921 

Purchase  your  FAXT770  with  a  Canon 
Credit  Card  and  you'll  incur  no  finance  charges  until 
February  22nd.  1992.' 

Two  years  of  maintenance  for  the  price  of  one. 

With  the  purchase  of  a  one-year  maintenance 
agreement,  your  Canon  FAX  dealer  will  provide 
another  year — free.  This  is  more  than  just  protec- 
tion, it  insures  top  performance  of  your  Canon  FAX. 

To  find  out  more  on  how  to  take  advantage 
of  these  offers  on  a  Canon  Laser  Class  FAX-L770, 
visit  your  nearest  authorized  Canon  FAX  Dealer 
or  call  L800-OK-CANON. 


Canon 

LASER  CLASS 

F  A  X  -  L  7  7  0 


Enioy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  tor  details  at  parlicipalmg  Canon  dealers 
Available  only  in  U  S 


•OMers  available  al  partictpaimu  . 
■f-Subiect  to  credit  approval,  beg 

Credit  Card,  finance  charges  wiii  d,..  ■  i:  .i  ,  Annud  Hfn  h 
charge  ot  50c  tor  any  month  m  which  a  finance  charge  au 

Note  This  offer  has  been  extended  from  April  30lh,  1991 


qualifying  purchases  made  on  your  Canon 
Rale  of  up  lo  17  88%  with  a  minimum  finance 


)  1991  Canon  U  S  A  ,  Inc 


COMPANY 

EXECUTIVE 

1990  COMPENSATION 

1988-90  PAY-PERFORMANCE  ANALYSIS 

1990 

TOTAt  ANNUAL  COMP, 

LONG- 

PAY  VS 

SHAREHOLDER  RETURN 

PAY  VS,  COI?P0RATE  PROFIT 

SALES 

$  MIlllONS 

ROE;  7. 

SALARY  \ 

$000 

CHANGE 
FROM 
1989 

TERM 
COMP, 
$000 

TOTAL 
COMP 
$000 

S  VALUE 
Of $100 
INVESTED 

RATING 

ROE 

CHANGE  IN 

RATINC 

NEW  YORK  TIMES 

1  77A  ft 

6.1 

M.  \j.  dUiZDergcF,  cnmn.  &  \.ci«/;  puDi. 
W.  E.  Moftson,  pres.  &  COO 

463 
380 

-22 
-19 

75 
30 

2453 
2877 

71 

T 

10.3 

-68.5 

IfJ 
IW 

tG 

READER'S  DIGEST 

2193.7 
26.4 

G.  V.  Grune,  chmn.  &  CEO 

R.  F.  McLoughlin,  pres.  &  COOf 

Shares  of  restricted  stock  granted:  chmn. 

1 193 
771 

72,000.  *lnclud 

18 
7 

es  $4,9  mil 

6271*               NA  NA 
1278  NA 
ion  in  phantom  shares  awarded  from 

NA 
NA 
968-1986. 

NA 

NA 

NA 
NA 

M 

IK 

TIME  WARMER 

11517  0 
-12.7 

S.J.  Ross,  chmn.  &  co-CEO  3263e 

NA 

♦Excludes  $74.9  million  bonus  received  1/10/90. 

-32 
NA 

0* 
NA 

NA 
NA 

108 

NA 
NA 

1.6 

MM 

NA 
NA 

Ul 

TIMES  MIRROR 

3620.5 
9.4 

R.  F.  Erburu,  chmn.  &  CEO 
D.  Loventhol,  pres. 

882 
584 

-23 
-23 

372e 
274e 

4662 
2949 

83 

l1] 

15.0 

-48.6 

i4: 

Its 
in 

TRIBUNE 

2353.1 
-19.4 

S.  R.  Cook,  chmn. 

C.  T.  Brumback,  pres.  &  CEO 

1 116 
861 

-4 
3 

763 
361 

9181 
5274 

92 

NA 
NA 

9.9 

NM 

NA 
NA 

II 

WASHINGTON  POST 

1438.6 
19.3 

K.  Graham,  chmn. 
R.  D.  Simmons,  pres. 

555 
507 

-25 
-24 

714 
590 

3439 
3005 

110 

T 
4_ 

23.8 

-36.6 

T 
I 

i 

27  RAILROADS  (transportation) 

BURLINGTON 
NORTHERN 

4674.0 
17.8 

G.  Grinstein,  chmn.,  pres.  &  CEO 
W.  E.  Greenwood,  COO-RR  Co. 

Shares  of  restricted  stock  gronted:  chmn. 

1287 
658 

19,700:  COO, 

-12 
31 
3,000. 

258 
26 

4749 
NA 

53 

NA 

20.9 

84.2 

± 
NA 

CONSOLIDATED  RAIL 

3372.0 
8.9 

J.  A.  Hagen,  chmn.,  pres.  &  CEO 

C.  N.  Marshall,  sr.  v-p-development 

800 
345 

162 
58 

0 
0 

NA 
824 

160 

NA 

Q] 

6.7 

29.0 

NA 

Q] 

CSX 

8205.0 
10.1 

H.  T.  Watkins.chmn.t 

J.  W.  Snow,  chmn.,  pres.  &  CEO 

1115 
967 

-9 
9 

876e 
370e 

5124 
3488 

123 

H 

'4j 

7.1 

13.9 

III 

SI 

NORFOLK 
SOUTHERN 

4617.0 
11.3 

A.  B.  McKinnon,  chmn.,  pres.  &  CEO| 
J.  R.  Turbyfill,  exec.  v-p-fin.J 

1631 
767 

33 
14 

912e 
82e 

5920 
2693 

175 

11.8 

227.0 

3j 

li 

UNION  PACIFIC 

6964.0 
14.4 

D.  Lewis,  chmn.,  pres.  &  CEO 
M.  H.  Walsh,  chmn.  &  CEO-sub. 

Shares  of  restricted  stock  granted:  chmn.. 

1910         23  0 
1110          19  0 
28,000;  chmn.-sub.,  10,000. 

6480 
3892 

143 

T 

14.0 

2.7 

m 

» 

28  RETAILING  (FOOD)  (Service) 

ALBERTSON'S 

8218.6 
22.7 

W.  E.  McCain,  chmn. -exec,  comm.* 
G.  G.  Michael,  chmn.  &  CEO 

'Resigned  as  chmn.  &  CEO  2/1/91 . 

1650 
697 

56 
14 

0 

1452 

3678 
5421 

296 

m 

21.4 

20.7 

t3j 

a 

ri 

B 

B 

BRUNO'S 

2520.8 
17.9 

A.  J.  Bruno,  chmn. 
R.G.Bruno,  pres.  &  CEO 

325 
275 

0 
15 

0 
0 

930 
704 

152 

T 

17.1 

16.0 

J. 

11 
(1 

KROGER 

20261.0 
NA 

L.  Everingham,  chmn. -exec.  comm. 
J.  A.Pichler,  chmn.  &  CEO 

Shores  of  restricted  stock  granted:  chmn.. 

1034 
763 

60,000. 

4 
9 

1 104 
80 

8955 
4626 

223 

NA 

NA 

NA 
NA 

A 

WEIS  MARKETS 

1271.8 
14.2 

S.  Weis,  pres. 

R.  F.  Weis,  v-p&treas. 

440 
440 

5 
5 

0 
0 

1257 
1257 

89 

T 
,2, 

15.2 

-15.0 

m 

WINN-DIXIE  STORES 

9963.4 
19.3 

A.  D.  Davis,  chmn.  &  prin.  exec.  offr. 
J.  Kufeldt,  pres. 

601 
599 

14 
14 

0 

0 

1595 
1613 

160 

T 

2 

17.5 

27.4 

I 

29  RETAILING  (NONFOOD)  (service) 

t 

COSTCO 
WHOLESALE 

4419.6 
13.8 

J.  H.  Brotman,  chmn. 

J.  D.  Sinegal,  pres.,  CEO  &  COO 

412 
412 

25 
22 

0 
0 

990 
996 

585 

1 

lI 

12.0 

242.9 

[I 
jj 

u 

HOME  DEPOT 

3815.4 
23.9 

8.  Marcus,  chmn.  &  CEO 
A.  M.  Blank,  pres.  &  COO 

1587 
1378 

0 
1 

0 
0 

4837 
4183 

466 

2] 

21.9 

41.7 

KMART 

32451.5 
14.8 

J.  E.  Antonini,  chmn.,  pres.  &  CEO 
L.  M.  Parkin,  exec,  v-p-sub.f 

993 
494 

10 
46 

211e 
lOe 

3091 
2481 

111 

o 

12.5 

-5.4 

H 

1 

A 

M 

THE  LIMITED 

5253.5 
28.3 

L.  H.  Wexner,  chmn.  &  pres. 
M.  Trust,  pres. -Mast 

1829 
1036 

1 1 
9 

0 
0 

4515 
2801 

215 

NA 
NA 

27.4 

12.2 

NA 
NA 

MEDCO  CONTAIN- 
MENT SERVICES 

1 162.1 
9.7 

M.  J.  Wygod,  chmn.,  pres.  &  CEO 
J.  V.  Manning,  sr.  exec,  v-p 

582 
550 

-86 
10 

707 
0 

5793 
1816 

264 

T 

.± 

9.5 

60.7 

B 
lI: 

1 

MELVILLE 

8686.8 
24.7 

S.  P.  Goldstein,  chmn.,  pres.  &  CEO 
M.  A.  Friedheim,  exec,  v-p 

1215 
752 

2 
4 

245 
105 

3893 
2308 

173 

3] 

25.3 

26.3 

m 

( 

NORDSTROM 

2893.9 
14,0 

B.  A.  Nordstrom,  co-chmn. 
i.  N.  Nordstrom,  co-chmn. 

300 
300 

0 
0 

58 
32 

1292 
1863 

117 

T 

;_3j 

16.3 

-19.4 

m 

« 

J.  C  PENNEY 

17410.0 
15.2 

W.  R.Howell,  chmn.  &  CEO 

R.  B.  Gill,  vice-chmn.;  COO-sub. 

lOOle 
676e 

-8 
-8 

794 

,>60 

4457 
3072 

117 

n 

20.2 

4.6 

PRICE 

5765.4 
19.6 

R.  E.  Price,  chmn.,  pres.  &  CEO 
G.  H.  Baleman,  vice-chmn,  CFO 

'Ptes-  took  a  voluntary  reduction  in  pay  c 

240*       -3  0 
256           4  T 
uring  a  portion  of  fiscol  1 990, 

719 
701 

124 

T 

20.4 

1.3 

m 
a 

n 

SEARS,  ROEBUCK 

55971.7 
7.0 

P.  J.  Purcell,  chmn.,  CEO-subs. 
E.  A.  Brennan,  chmn.,  pres.  &  CEO 

1365 
979 

6 

-39 

0 
0 

5052 
5378 

94 

8.3 

-42.5 

[li 
m 

WALGREEN 

6201.2 
18.5 

C.R.  Walgreen  III,  chmn.  &  CEO                    913*          6  226 
CD.  Hunter,  vice-chmn.  &  CFO                  523*         9  120 
*lncludes  $1 20,000  &  $57,000  (respectively)  estimated  payment  under  bonus  plan. 

2961 
1671 

174 

m 

18.4 

10.9 

m 
m 

T 

30  SERVICE  INDUSTRIES  (service 


BROWNING-FERRIS      3071.8      W.  D.  Ruckelshous.  chmn.  &  CEO  806       -31  187  NA  86         NA  21.2         4.9  NA 

20.t      J.  E.  Drury,pres.iCOO*                           441        -28         1619             3206                        3                                         3]  i( 
I   'Resigned  1/15/91.  j 
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EXECUTIVE  COMPENSATION  SCOREBC 


PANY 


EXECUTIVE 


1990  COMPENSATION       1988-90  PAY-PERFORMANCE  ANALYSIS 


1990 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES;  $  MILLIONS 
ROE;  % 

SALARY 
&  BONUS 
$000 

CHANGE 
FROM 
1989 

TERM 

COMP, 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

ROE 

RATING 

ICAL  WASTE 
\GEMENT 

1 147.0 
18.3 

J.  E.  Dempsey,  pres. 

B.  D.  Tobecksen,  v-p,  treas.  &  controller 

659 
269 

12 
20 

590 
535 

2400 
1243 

175 

19.2 

-5.2 

[2] 

m 

>OHNEUEY 
MS 

3497.9 
14.2 

J.  R.  Walter,  chmn.,  pres.  &  CEO 
C.  K.  Doty,  exec,  v-p 

Shares  of  restricted  stock  granted;  chmn,,  31 

768 
389 
125;  exec. 

22 
14 

v-p,  2,750. 

45 
162 

2045 
1387 

130 

m 
m 

15.1 

-25.1 

m 

m 

tAL  EXPRESS 

7553.1 
7.5 

F.  W.  Smith,  chmn.,  pres.  &  CEO 
J.  L.  Barksdale,  exec,  v-p  &  COO 

Shores  of  restricted  stock  granted;  exec,  v-p. 

579 
461 

25,000. 

-34 
-32 

0 
424 

2108 
2230 

85 

m 
m 

8.6 

-46.6 

a 
m 

ITSAFETY 
iNATiONAL 

272.9 
17.9 

A,  L.  Ueltschi,  pres. 

B.  N.  Whitman,  exec,  v-p 

367 
294 

23 
28 

0 
0 

899 
1003 

191 

1 1 1 

18.5 

-2.4 

m 

R 

7328.3 
15.4 

D.  S.  Tappan  Jr.,  chmn.f  1527 
L.  G.  McCraw,  chmn.  &  CEO  899 

Shares  of  restricted  stock  granted:  CEO,  45,270. 

19 

20 

0 
0 

3713 
4253 

271 

L3J 

13.3 

NA 

m 

INE  PARTS 

3319.4 
20.0 

L.  L.  Prince,  chmn.  &  CEO 

E.  M.  Jones,  vice-chmn.  &  CFO 

564 
408 

g 

-2 

0 
48 

1 720 
1378 

1 1  ft 

1  1  o 

20  5 

2  5 

m 

.GRAINGER 

1935,2 
15.5 

D.  W.  Grainger,  chmn. 
W.  N.  Caldwell,  pres. 

720 
622 

n 
o 

8 

178 

1  ^9 
1 

0/11  n 

2739 

lift 
1  1  o 

1  A  T 
1  O.J 

m 

INA 

5074.5 
18.2 

0.  A.  Jones,  chmn.  &  CEO 
W.  Cherry,  pres.  &  COO 

1142 
830 

10 
10 

0 

2694 

4491 
6321 

235 

[J 

19.0 

0.5 

a 

>NALMEDKAL 
tPRISES 

3741,8 
19,0 

R.  K.  Eamer,  chmn.  &  CEO:( 
L.  Cohen,  pres.  &  C00| 

1879 
1408 

12 
14 

532 
3751 

6646 
8193 

210 

a 

18.6 

7.5 

a 
a 

lER 

5TRIAL 

639.4 
28.2 

M.  L.  Mondel,  chmn.  &  CEO 
R.  Worren,  vice-chmn.  &  COO 

441 
341 

8 
9 

0 
139 

1224 
1252 

137 

m 
m 

30.3 

27.4 

FE 

(CEMENT 

6034.4 
19.3 

D.  L.  Buntrock,  chmn. 
P.  B.  Rooney,  pres. 

1582 
1 166 

17 
15 

10709 
1925 

22050 
13904 

191 

3] 

20.4 

1 1.3 

m 
a 

»TEEL  (INDUSTRIAL:  LOW  TECH) 

)R 

1481.6 
11.5 

F.  K.  Iverson,  chmn.  &  CEO 
H.  D.  Aycock,  pres.  &  COO 

525 
395 

60 
61 

0 
11 

1606 
1355 

160 

3] 
jj 

1 1.6 

-2.6 

m 

FELECOMMUNICATIONS  (telecommunications) 

L 

1573.8 
19.0 

J.  T.Ford, pres. &CEOf 
W.  W.  Case,  chmn.f 

752 
716 

4 
4 

178 
0 

2307 
3273 

195 

17.3 

7.0 

m 
m 

IITKH 

10662,5 
16,2 

W.  L.  Weiss,  chmn.  &  CEO 
R.  L.  Bornett,  pres. -sub. 

1295 
735 

-1 
10 

801e 
120e 

5591 
2099 

179 

m 

16.0 

3.9 

Si 

m 

51321,0 
19,4 

R.  E.  Allen,  chmn.  &  CEO 
R.  L.  Tobias,  vice-chmn. 

2021 
1089 

16 
9 

611e 
1205e 

7046 
4846 

125 

[± 

8.7 

38.8 

a 
a 

ULANTK 

12298,0 
14,7 

R.  W.  Smith,  chmn.,  &  CEO  1284 
P.  A.  Campbell,  vice-chmn.  &  CFO*  837 

*  Resigned  2/1/91  in  connection  w/ retiremnt  3/1/91 . 

4 

2 

926e 
403e 

4674 
2927 

183 

m 

13.9 

3.6 

m 
m 

OUTH 

14345,4 
12,9 

J.  L.  Clendenin,  chmn.,  pres.  &  CEO 
F.  D.  Ackermon,  v. -chmn. -fin.  &  admin. 

1373 
602 

7 
16 

773e 
317e 

4621 
NA 

171 

m 

NA 

13.3 

-7.3 

NA 

EL 

1149,3 
4,3 

J.  P.  Frazee  Jr.,  chmn.  &  CEO 
J.  S.  Vanderwoude,  pres. 

1268e 
580 

27 
29 

161e 
122e 

3738 
1799 

208 

m 

5.6 

-71.5 

m 
m 

NNATIBEU 

1012,9 
15,0 

D.  H.  Hibbard,  chmn.  &  CEO;  chmn.-CBT 
J.  T.  LaMacchia,  pres.  &  COO 

764e 
490e 

-23 
-6 

418 
575 

3690 
2457 

204 

16.5 

4.4 

[2] 

m 

18374,2 
17,8 

J.  L.  Johnson,  chmn.  &  CEO 
C.  R.  Lee,  pres.  &  COO 

1742 
1165 

23 
25 

397 
253 

5050 
3100 

189 

16.5 

27.5 

m 
m 

WCEUULAR 
NUNICATIONS 

1037,5 
18.2 

H.  S.  Eastman,  pres. 

J.  H.  Chappie,  exec,  v-p-operations 

366 
309 

-50 
NA 

0 
0 

NA 
NA 

107 

NA 
NA 

NA 

NA 

NA 
UA 

7680.0 
11,5 

W.  G.  McGowon,  chmn.  &  CEO 
B.  C.  Roberts  Jr.,  pres.  &  COO 

1444 
1112 

9 
19 

0 

1521 

11463 
6953 

210 

a 
a 

21.9 

83.7 

a 
m 

X 

13591,6 
10,3 

W.  C.  Ferguson,  chmn.  &  CEO 
R.  J.  Eckenrode,  vice-chmn. 

1045 
622 

41 
23 

468e 
lOle 

3134 
1945 

131 

Hi 

m 

11.0 

-25.9 

m 
m 

KTELESIS 

9716,0 
13,9 

S.  Ginn,  chmn.,  pres.  &  CEO 
J.  E.  Hulse,  vice-chmn.  &  CFO 

964 
615 

5 
1 

1002 
558 

5045 
3419 

191 

m 
m 

14.8 

15.6 

m 
m 

HERNN.E. 
OMMUNS. 

1619,3 
11,7 

W.  H.  Monteith  Jr.,  chmn.,  pres.  &  CEO 
R.  F.  Neol,  sr.  v-p 

568 
311 

8 
8 

91e 
37e 

1627 
889 

167 

[L 
E 

13.6 

-9.5 

m 

HWESTERN 

9112,9 
12,8 

E.  E.  Whitacre  Jr.,  chmn.  &  CEO 
R.  G.  Pope,  vice-chmn.  &  CFO 

1374 
946 

29 
7 

706e 
674e 

5471 
4835 

185 

a 

l4j 

12.8 

0.4 

a 
a 

EST 

9957.3 
13.0 

J.  A.MacAllister,chmn.&CEO  1240 
R.  D.  McCormick,  pres.  &  CEO  852 

Shares  of  restricted  s;ock  granted:  chmn.,  30,000. 

-5 
1 

4568e 
2487e 

9730 
5663 

174 

m 
a 

13.8 

-3.8 

□] 
a 

ED  TELECOM 

8345. 1 
13.3 

W.  T.Esrey,chmn.&CEO^ 
C.  G.  Fields,  pres.-sub.f 

1143 
497 

1 
2 

986 
152 

5067 
2356 

213 

m 
m 

12.7 

NA 

12} 

[I 

rEXTILES,  APPAREL  (consumer  products) 

lORNE 

1728.9 
29,8 

J.  A.  Chazen,  chmn. 

H.  L.  Folk,  vice-chmn.  &  pres. 

1226 
1226 

53 
53 

0 
303 

2726 
3041 

184 

26.9 

-7.1 

m 
m 

2669,3 
30,8 

P.  H.  Knight,  chmn.  &  CEO 
M.  G.  Parker,  v-p 

543 
378 

112 
22 

0 
0 

1049 
NA 

423 

m 

NA 

30.5 

24,9 

m 

NA 

OK 

(NATIONAL 

2159,2 
17,7 

P.  B.  Fireman,  chmn.,  pres.  &  CEO 
P.  R.  Duncan,  exec,  v-p  &  CFO 

14822 
637 

1 

6 

0 

528 

40867 
2487 

117 

IE 

m 

19.4 

-37,3 

a 

m 
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COMPANY   EXECUTIVE   1990  COMPENSATION       I988-90  PAY-PERFORMANCE  ANALYSIS  j 


1990 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS,  SHAREHOLDER  RETURN 

PAY  VS,  CORPORATE  PROFIT 

SAIE5:  $  MILLIONS 

POE  " 

SALARY.   %  CHANGE 
&  BONUS  FROM 
$000  1939 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 

iKi\/ccTcn 
ilN  Vtb  1  tU 

RATING 

ROE 

% 

CHANGE  IN 
ROE 

% 

RATIN' 

VF 

2612.6 
9.4 

L.  R.Pugh.chmn.,  pres.  &  CEO  890 
R.  E.  Gregory  Jr.,  pres.  &  prin.  oper.  ofT.f  500 

-18 
-40 

0 
0 

3072 
2179 

86 

S] 

m 

15.6 

-49.0 

13] 

m 

34  TIRE  &  RUBBER  ( 

NDUSTRIAL:  LOW  TECH) 

GOODYEAR  TIRE  & 
RUBBER 

1 1272.5 

-1.8 

T.  H.  Borrett,  chmn.,  pres.  &  CEO 
J.  R.  Sordos,  exec,  v-p 

800 
495 

-16 
-9 

0 
0 

2630 
1681 

40 

A 

[4 

8.1 

NM 

[5] 

(CONSUMER  PRODUCTS) 

AMERICAN  BRANDS 

8270.3 
16.0 

W.  J.  Alley,  chmn.  &  CEO 
T.  C.  Hays,  pres.  &  COO 

Shares  of  restricted  stock  granted:  chmn.. 

1627  6 
945  7 
10,000;  pres.,  5,000. 

0 
56 

5206 
3068 

204 

H 

19.4 

-3.7 

[U 

m 

PHILIP  MORRIS 

44323.0 
29.6 

H.  Maxwell,  chmn.  &  CEO 
W.  Murray,  vice-chmn. 

Shares  of  restricted  stock  granted:  chmn.. 

2408 
1364 

75,000. 

28 
14 

2947 
3112 

16327 
9688 

260 

a 

29.1 

9.8 

a 
a 

RJR  NABISCO 
HOLDINGS 

13879.0 
-20.5 

I.  V.  Gerslner  Jr.,  chmn.,  pres.  &  CEO 
H.  J.  Greeniaus,  pres.  &  CEO-sub. 

2884 
987 

-83 
1 

0 
0 

NA 
NA 

NA 

NA 
NA 

-30.5 

NM 

NA 
NAf 

UST 

764.7 
47.1 

L.  F.  Bantle,  chmn.  &  CEO 
J.  Africk,  vice-chmn. 

2248 
1349 

6 
7 

0 
0 

10163 
5435 

291 

[3] 

40.  S 

44.4 

[I 

._7 

36  UTILITIES 

UTILITIES) 

AMERICAN  ELECTRIC 
POWER 

5167.5 
1 1.9 

W.  S.  White  Jr.,  chmn. 
R.  E.  Disbrow,  pres.  &  CEO 

787 
540 

20 
26 

0 
0 

2064 
1375 

134 

Sj 

13.7 

-4.0 

Hi 

m 

BALTIMORE  G&E 

2159.3 
6.5 

G.  V.  McGowan,  chmn.  &  CEO 
C.  H.  Poindexter,  vice-chmn. 

474 
322 

-5 
-8 

0 
0 

1501 
999 

1 16 

[3] 

11.1 

-58.2 

a 
a  \ 

CAROLINA 
POWER  &  LIGHT 

2617.1 
11.1 

S.  H.  Smith  Jr.,  chmn.,  pres.  &  CEO 
W.  E.  Graham  Jr.,  vice-chmn. 

439 
263 

7 
7 

0 
0 

1229 
736 

165 

m 
cc 

10.8 

-16.1 

•1 ' 

[7''  f 

CENTERIOR 
ENERGY 

2367.7 
9.4 

R.  A.  Miller,  chmn.  &  CEO-Co.  &  sub. 
R.  J.  Farling,  pres.  &  COO-Co.  &  sub. 

465 
265 

1  1 
15 

1 7 
12 

1262 
708 

143 

pf: 

5.1 

-25.0 

a| 

L2J 

CENTRAL  & 
SOUTHWEST 

2744.0 
13.0 

M.  L.  Borchelt,  chmn.  &  CEOf 
E.  R.  Brooks,  chmn.,  pres.  &  CEO 

594 
381 

33 
27 

1  DZ 

82 

1670 
1081 

176 

12.3 

-12.2 

m 

12] 
[A] 

CMS 
ENERGY 

2977.0 
-35.2 

W.  T.  McCormick  Jr.,  chmn.  ft  CEO 
S.  K.  Smith  Jr.,  pres.;  vice-chmn. -sub. 

Shares  of  restricted  stock  granted:  chmn.. 

900  24 
570  25 
15,000;  pres.,  7,000. 

0 

3379 
1 802 

210 

[5] 

-1.0 

NM 

[5] 

COLUMBIA 
GAS  SYSTEM 

2357.9 
6.0 

J.  H.  Croom,  chmn.,  pres.  &  CEO 
J.  0.  Daly,  exec,  v-p 

688 
402 

-6 
NA 

143e 
143e 

2067 
NA 

133 

NA 

7.4 

-9.7 

a 

NA 

COMMONWEALTH 
EDISON 

5262.0 
0.7 

J.  J.  OXonnor,  chmn. 
B.  L.  Thomas,  pres. 

607 
337 

12 
10 

0 
0 

1638 
927 

159 

[2] 
[2] 

6.2 

-94.8 

[H 

[5] 

CONSOLIDATED 
EDISON  OF  NY 

5738.9 
11.9 

E.  R.  McGroth,  chmn.,  pres.  &  CEO 
A.  Houspurg,  chmn.  &  CEOf 

634 
613 

44 

-24 

58 
175 

1534 
2609 

138 

5 

12.7 

-7.0 

m 

in 

CONSOLIDATED 
NATURAL  GAS 

2714.9 
9.2 

G.  A.  Davidson  Jr.,  chmn.  &  CEO 
R.  H.  Murray,  vice-chmn. t 

532 
376 

2 

-2 

1  zo 
87 

1746 
1388 

135 

13] 

10.6 

-21.2 

m 

LfL) 

DETROIT  EDISON 

3306.7 
18.6 

J.  E.  Lobbia,  chmn.,  pres.  &  CEO 
L.  S.  Cohan,  sr.  v-p  &  gen.  couns. 

441 
284 

39 
12 

v 
0 

987 
770 

250 

□J 
!JJ 

7.4 

13.0 

m 
m 

DOMINION 
RESOURCES 

3532.5 
12.3 

W.  W.  Berry,  chmn.-Co.  ft  Vir.  Pwr. 
T.  E.  Capps,  pres.  &  CEO;  v. -chmn. -sub. 

Shares  of  restricted  stock  granted:  chmn.. 

694 
61 1 
1,775;  pres 

18 
47 

,915. 

0 
0 

1904 
1474 

137 

a 

12.6 

-13.8 

m 

DUKE  POWER 

3681.5 
12.7 

W.  S.  Lee,  chmn.  ft  pres. 
W.  H.  Owen,  exec,  v-p 

520 
313 

-6 
6 

0 

1604 
922 

164 

m 

12.8 

-7.7 

m 

m 

ENRON 

13165.4 
1 1.0 

K.  L.  Lay,  chmn.  ft  CEO 
R.  D.  Kinder,  pres.  &  COO 

Shares  of  restricted  stock  granted:  chmn.. 

1536 
1026 

770;  pres.. 

13 
23 

560. 

OA 

yjo 
0 

5369 
2557 

159 

Hi 

10.2 

NM 

a 

ENTERGY 

3982.1 
1 1.5 

E.  Lupberger,  chmn.  &  CEO 
J.  M.  Coin,  vice-chmn. 

757 
555 

12 
23 

0 
0 

1784 
N  A 

297 

NA 

2.9 

45.4 

a 

NA 

FLORIDA  PROGRESS 

2010.8 
12.6 

J.  B.  Critchfield,  pres.  &  CEO 

A.  J.  Keesler  Jr.,  group  v-p;  pres.-sub. 

511 
410 

39 
15 

u 
0 

1222 
1088 

140 

NA 

NA 

NA 
NA 

FPL  GROUP 

6289.1 
-12.4 

J.  L.  Broodhead,  chmn.,  pres.  ft  CEO  867 
J.  H.  Goldberg,  exec,  v-p;  pres. -Nuclear        5 1 8 

9 
NA 

296e 
42e 

NA 
NA 

125 

NA 
NA 

4.4 

NM 

NA 
NA 

GENERAL  PUBLIC 
UTILITIES 

2996.0 
12.7 

S.  H.  Hoch,  chmn.,  pres.  &  CEO 
1.  H.  Jolles,  sr.  v-p  ft  gen.  couns. 

Shares  of  restricted  stock  granted:  chmn. 

668 
350 
1,800;  sr.  V 

30 

NA 
P,  700, 

0 
0 

NA 
NA 

181 

NA 
NA 

13.5 

-3.3 

NA 
NA 

HOUSTON 
INDUSTRIES 

4178.6 
9.1 

D.  D.  Jordan,  chmn.,  pres.  ft  CEO^ 
D.  D.  Sykora,  v-p;  pres.  &  COO-sub.} 

Shares  of  restricted  stock  granted:  chmn. 

803  18 
319  16 
8,188;v.p,  5,290. 

0 
0 

2138 
I  jy/ 

152 

B 

10.7 

-29.9 

a 

L£J 

LONG  ISLAND 
LIGHTING 

2446.8 
12.2 

W.  J.  Catocosinos,  chmn.  &  CEO 
A.  F.  Earley,  Jr.,  pres.  &  COO 

395 
215 

-27 
-16 

0 
0 

1438 

AOO 

325 

m 

uu 

4.0 

125.8 

m 

1 1 1 

NIAGARA  MOHAWK 
POWER 

3154.7 
2.1 

W.  J.  Donlon,  chmn.  &  CEO 
J.  M.  Endries,  pres. 

306 
216 

-4 

-3 

0 
0 

935 
657 

124 

m 

[21 

5.4 

540.9 

m 

NORTHEAST 
UTILITIES 

2616.3 
11.8 

W.  B.Ellis,  chmn.  &  CEO 
B.  M.  Fox,  pres.  S  COO 

500 
365 

3 
19 

34e 
20e 

1528 
998 

125 

11.9 

-1.3 

m 
m 

NORTHERN  STATES 
POWER 

2064.5 
11.4 

J.  J.  Howard,  chmn.  &  CEO  552 
E.  M.  Theisen,  pres.  &  COO  275 

Shares  of  restricted  stock  granted  under  L-T  Inc.  Plan: 

-5  21 
NA  6 
chmn.,  4,951;  pres.,  1,734. 

1682 
NA 

137 

NA 

12.9 

-16.8 

m 

NA 

OHIO  EDISON 

2225.5 
10.0 

J.  T.  Rogers  Jr.,  pres.;  chmn. -sub. 
D.  W.  Tschappot,  exec,  v-p 

412 
290 

-5 
0 

0 
0 

1299 
884 

113 

m 

10.1 

-27.4 

m 
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lATiON 

COMPANY 

EXECUTIVE 

1990  COMPENSATION 

1988-90  PAY-PERFORMANCE  ANALYSIS  k 

1990 

TOTAL  ANNUAL  COMP  LONG- 

PAY  V5  SHAREHOLDER  RETURN             PAY  VS.  CORPORATE  PROFIT  ? 

SALES:  $  MILLIONS 
ROE:  % 

SAURY    %  CHANGE  ''^1'" 
!,  BONUS       FROM  '^O^'' 
$000  1989 

TOTAL 
COMP 
$000 

$  VALUE 
OF $100 

iKH/cc  Tcr\ 
INVto  1  tU 

RATING          ROE       CHANGE  IN 
%  ROE 

RATIti! 

PACIFIC 
EKTERPRISES 

6923.0 
-3.6 

J.  R.  Ukropina,  chmn.  &  CEO 
W.  B.  Wood  Jr.,  pres. 

790 
556 

-12  201 
NA  115 

3068 
2064 

99 

[U  6.2 

m 

NM 

il 
il 

PACIFKGAS 
&ELECTRK 

9470. 1 
1 1.8 

R.  A.  Clarke,  chtnn.  &  CEO^ 
S.  T.  Skinner,  vlce-chmn4 

1100 
695 

58  0 
46  0 

2250 
1498 

182 

[3]             7.3  76.6 

m 

m 

PAaFKORP 

3783.2 
14.4 

A.  M.  Gleoson,  pres.  &  CEO 

G.  K.  Drummond,  exec,  v-p;  chmn. -sub. 

959 
684 

26  0 
23  315e 

2295 
2118 

1  OD 

[3  14.6 

5.0 

'  o 



PENNSYLVANIA 
POWER  &  LIGHT 

2388.7 
13.4 

J.  T.  Kouffmon,  chmn.,  pres.  &  CEO 
R.  K.  Campbell,  chmn.,  pres.  &  CEO* 

'  Possed  away  6/90.  Shares  of  restricted  stock 

333 
256 
granted:  ch 

34  0 

-32  0 

mn.,  1 ,270;  former  chmn 

ovo 
993 
,  1,940. 

1  59 

D]  13.8 

6.5 

1  ■ 

^; 

PHILADELPHIA 
ELECTRIC 

3705.2 
0.4 

J.  F.PaquetteJr.,chmn.,CE0,pres.»C00     503        -19  0 
J.  S.  Kemper,  v-p-engr.  &  production            385*        16  0 
*lncludes  $1 34,000  special  payment  under  one-time  early  retirement  program. 

1570 
NA 

129 

[3]  8.9 
NA 

96.8 

N/j! 

POTOMAC  ELECTRIC  14117 
POWER  111 

E.  F.  Mitchell,  pres.  &  CEO 
H.  I.  Davis,  vice-chmn.  &  CFO 

448 
342 

-8  0 
-14  0 

1370 
1106 

114 

[3]           14.0  - 

a 

33.5 

m 

PUBUC  SERVICE 
ENTERPRISES 

4800.1 
12.1 

E.  J.  Ferlond,  chmn,  pres.  &  CEO 
E.  L.  Morris,  v-p;  sr.  exec,  v-p-sub. 

732 
424 

7  88 
1  35 

2158 
1300 

136 

E           12.9  - 

11.2 

m:, 
w. 

SANMEGO 
GAS&ELEaRIC 

1771.9 
15.1 

T.  A.  Page,  chmn.,  pres.  &  CEO 
J.  E.  Thomas,  exec,  v-p  &  COO 

720 
361 

8  311e 
7  117e 

2285 
1106 

178 

tlj  14.5 

m 

13.6 

Eli 

sacoRP 

7198.5 
14.3 

H.  P.  Allen,  chmn.,  pres.  &  CEO-Co.  &  sub.f 
J.  E.  Bryson,  chmn.  &  CEO-Co.  &  sub. 

808 
506 

-16  529e 
21  89 

3155 
1396 

149 

(H  14.7 

7.4 

ml 

SONAT 

1509.1 
9.5 

R.  L.  Kuehn  Jr.,  chmn.,  pres.  &  CEO 
W.  C.  O'Malley,  exec,  v-p;  chmn. -sub 

930 
520 

10  0 

11  0 

3017 
2936 

231 

[3]  9.0 

E 

20.5 

E 

SOUTHERN 

7974.6 
8.9 

E.  L.  Addison,  pres.  &  CEO 
J.  M.  Farley,  exec,  v-p 

884e 
646e 

12  0 
8  0 

2453 
1781 

153 

3          1 1.3 

a 

-0.9 

12:: 

TECO 
ENERGY 

1097.1 
16.8 

T.  L.  Guzzle,  pres.  &  CEO 

G.  F.  Anderson,  exec,  v-p-ulility  ops. 

525 
293 

3  0 
2  0 

1289 
787 

172 

a  15.5 

m 

20.1 

E 

TEXAS  UTILITIES 

4542.6 
12.5 

J.  S.  Farrington,  chmn.  &  CEO 
E.  Nye,  pres. 

658 
519 

32  0 
38  0 

1638 
1248 

168 

m  12.1 

-7.8 

UNION  ELEQRK 

2023.0 
13.8 

W.  E.  Cornelius,  chmn.  &  CEO 
E.  K.  Oille,  pres. 

555 
362 

6  0 
5  0 

1545 
1027 

160 

m      13.7  - 

m 

14.6 

m 
m 

WHEELABRATOR 
TECHNOLOGIES 

932.9 
9.2 

R.  C.  Gilbert,  pres. 

P.  M.  Montrone,  vice-chmn. 

442 
410 

9  0 
32  0 

1190 
NA 

NA 

NA  9.1 
NA 

NA 

NA 
NA 

WISCONSIN  ENERGY    1442  5 
13.5 

C.  S.  McNeer,  chmn.  &  CEO 
R.  W.  BritI,  pres.  &  COO 

626 
401 

0  0 
5  0 

1677 
1055 

162 

gl  14.4 

\2i 

10.2 

m 
m 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 

Abbott  Laborotories  1  1 
Aetna  Life  &  Casualty  21 
Ahmanson  |H,  F:2I 
Air  Products  8 
Albertson's  28 
AIco  Stondord  9 
Alcoa  18 
Allied  Signal  9 
Alltel  32 
Alzo  1 1 
Amox  18 
Amdohl  22 
Amerodo  Hess  20 
Americon  Brands  35 
American  Cyanomid  8 
American  Electric  Pwr  36 
American  Express  21 
American  Fomily  21 
American  General  21 
Americon  Home  1  1 
American  Info  Tech  32 
American  Intl.  Group  21 
American  Tele  &  Tele.  32 
American  TV  &  Comm.  26 
Amgen  1  1 
Amoco  20 
AMP  12 
AMR  2 

Anheuser  Busch  6 
Aon  21 

Apple  Computer  22 
Archer  Daniels  13 
Arco  Chemicol  8 
Ashland  Oil  20 
Atlontic  Richfield  20 
Automatic  Data  22 
Avon  Products  25 
Baker-Hughes  23 
Boltimore  Gas  &  Electric  36 
Bone  One  5 
Bonk  of  New  York  S 
BankAmerico  5 
Bankers  Trust  5 
BordlC.  R.)  1  1 
Bornett  Bonks  5 

Bousch  8.  Lomb  1  1 
Boxter  International  1  1 
Bear  Steorns  21 
Beclon  Dickinson  1  1 
Bell  Atlantic  32 
BellSouth  32 
Berkshire  Hathaway  21 
Betz  Loborolories  8 
Biomel  1  1 
Block  |H&R)21 
Boeing  1 
Borden  13 

Bristol-Myers  Squibb  1  I 
Browning  Ferris  30 
Bruno's  28 

Burlington  Northern  27 
Burlington  Resources  20 
C&S/Sovron  5 
Campbell  Soup  13 
Capital  Cities/ABC  26 
Capitol  Holding  21 
Carnivol  Cruise  Lines  17 
Carolino  Power  &  Light  36 
Calerpillor  1  5 
CBS  26 
Centel  32 

Centerior  Energy  36 
Central  &  South  West  36 
Chompion  International  24 
Chose  Manhattan  5 
Chemicol  Woste  30 
Chevron  20 
Chrysler  4 
Chubb  21 
C.gno21 
Cincinnati  Bell  32 
Cincinnati  Finonciol  21 
Citicorp  5 
Clorox  25 
CMS  Energy  36 
CNA  Finonciol  21 
Coostal  20 
Coco-Colo  6 
Coca-Colo  Enterprises  6 
Colgote-Polmolive  25 
Columbia  Gos  36 

Commonweolth  Edison  36 

Compoq  Computer  22 

Conogro  13 

Cons,  Edison  o(  NY  36 

Cons.  Noturol  Gos  36 

Consolidated  Roil  27 

Cooper  Industries  12 

CoreStates  Financial  5 

Corning  19 

Costco  Wholesole  29 

CPC  Inlernotionol  13 

Crown  Cork  &  Seol  10 

CSX  27 

Dana  4 

Deere  15 

Delta  Air  Lines  2 

Deluxe  22 

Detroit  Edison  36 

Digitol  Equipment  22 

Disney  (Wolf)  17 

Dominion  Resources  36 

Donnelley  (R.  R.)&Sons30 

Dover  15 

Dow  Chemicol  8 

Dow  Jones  26 

Dresser  Industries  23 

Du  Pont  8 

Duke  Power  36 

Dun  &  Brodstreet  26 

Eastman  Kodak  17 

Eaton  4 

Emerson  Electric  12 

Enron  36 

Entergy  36 

Ethyl  8 

Exxon  20 

Federal  Express  30 

Federal  Notl.  Mort  21 

Fifth  Third  Bancorp  5 

First  Chicago  5 

First  Interstate  Bancorp  5 

First  Union  5 

First  Wochovio  5 

FlightSofety  Intl.  30 

Florida  Progress  36 

Fluor  30 
FMC  15 

Ford  Motor  4 
FPL  Group  36 
Franklin  Resources  21 
Freeport-McMoRon  8 
Gannett  26 
Geico  21 
General  Cinema  9 
General  Electric  9 
General  Mills  13 
Generol  Motors  4 
Generol  Public  Utilities  36 
Generol  Re  21 
Genuine  Ports  30 
Georgio-Pocific  24 
Gillette  25 

Golden  West  Financial  21 
Goodyear  34 
Grace  (W.  R  18 
Grainger  |W.  W.|  30 
Great  Lakes  Chemical  8 
Great  Western  21 
GTE  32 
Halliburton  23 
Heinz  (H.  J  I  13 
Hercules  8 
Hershey  Foods  13 
Hewlett-Packard  22 
Hillenbrand  Industries  19 
Hilton  Hotels  14 
Home  Depot  29 
Homestake  Mining  18 
Honeywell  16 
HormellGeo.  A.)  13 
Household  Internotionol  9 
Houston  Industries  36 
Hubbell  12 
Humono  30 
Illinois  Tool  Works  19 
Imcero  Group  1  1 
Ingersoll-Rond  1  5 
Intel  12 

Intl.  Business  Machines  22 
Intl.  Flovors  &  Frog.  25 
Intl.  Poper  24 

ITT  9 

Jomes  River  24 
Johnson  &  Johnson  1  1 
Jostens  19 
K  mart  29 
Kellogg  13 
Kerr  McGee  20 
Kimberly  Clark  24 
Knighl-Ridder  26 
Kroger  28 
Lilly  lEhl  11 
The  Limited  29 
Lincoln  Notional  21 
Litton  Industries  12 
Liz  Cloiborne  33 
Lockheed  1 
Loews  21 

Long  Island  Lighting  36 
Lubrizol  8 

Lyondell  Petrochemical  8 
Manufacturers  Hanover  5 
Marion  Merrell  Dow  1  1 
Marsh  &  McLennan  21 
Martin  Morietto  1 
McCow  Cellular  Comm  32 
McCormick  13 
McDonnell  Douglas  1 
McGraw-Hill  26 
MCI  Communications  32 
Mead  24 

Medco  Contoinmen)  29 

Medtronic  1  1 

Melville  29 

Merck  1  1 

Merrill  Lynch  21 

Microsoft  22 

Minnesota  Min  8.  M(g.  19 

Mobil  20 

Molex  12 

Monsonto  8 

Morgan  |J  P|  5 

Morgon  Stonley  Group  21 

Morton  Intl.  8 

Motorola  12 

Nolco  Chemical  8 

Notional  City  5 

Natl.  Medicol  Enter,  30 
National  Service  Inds  12 
NBD  Bancorp  5 
NCNB  5 
NCR  22 

New  York  Times  26 
Newell  19 
Newmont  Gold  18 
Newmont  Mining  18 
Niagara  Mohawk  36 
Nike  33 
Nordstrom  29 
Norfolk  Southern  27 
Northeast  Utilities  36 
Northern  States  Power  36 
Norwest  5 
Novell  22 
Nucor  31 
Nynex  32 

Occidenlol  Petroleum  20 
Ohio  Edison  36 
Oryx  Energy  20 
Pacific  Enterprises  36 
Pacific  Gos  &  Electnc  36 
Pocific  Telesis  Group  32 
Pacificorp  36 
Poll  9 

Poromount  Comms  1  7 

Porker-Honnifin  19 

Penney  (J.  CI  29 

Pennsylvania  P&L  36 

Pennzoil  20 

PepsiCo  6 

Pfizer  1  1 

Phelps  Dodge  18 

Philodelphio  Electric  36 

Philip  Morris  35 

Phillips  Petroleurr.  20 

Pioneer  Hi-Bred  Intl  13 

Pitney  Bowes  22 

PNC  Finonciol  5 

Potomac  Electric  Power  36 

PPG  Industries  7 

Premier  Industrial  30 

Price  29 

Primerica  21 

Procter  &  Gomble  25 
Public  Service  Entrps.  36 
Quaker  Oots  13 
Rolston  Purino  13 
Reader's  Digest  26 
Reebok  Irternotionol  33 
Republic  New  York  5 
Reynolds  Metals  18 
Rhone-Poulenc  Rorer  1  1 
RJR  Nobisco  HIdgs  35 
Rockwell  Intl  9 
Rohm  &  Hoas8 
Rubbermaid  19 
Safeco  21 
Solomon  21 
Son  Diego  G&E  36 
Soro  Lee  13 
SCECorp  36 
Schering-Plough  1  1 
Schlumberger  23 
Scott  Paper  24 
Seors,  Roebuck  29 
Security  Pacific  5 
Sherwin-Willioms  7 
Sonot36 

Sonoco  Products  10 
Southern  36 

Southern  New  Eng.  Tel.  32 
Southwestern  Bell  32 
St.  Jude  Medical  1  1 
St.  Paul  21 
Stonley  Works  15 
State  Street  Boston  5 
Student  Loon  Mktg.  21 
Sun  20 

Sun  Microsystems  22 
SunTrust  Bonks  5 
Syntex  1  1 
Sysco  13 
Tambronds  25 
Tandem  Computers  22 
Tandy  22 
Teco  Energy  36 
Temple-lnlond  10 
Tenneco  9 

Texoco  20 
Texos  Instruments  1 
Texas  Utilities  36  " 
Textron  9 
Time  Warner  26 
Times  Mirror  26 
Torchmork  2 1 
Tronsomerico  21 
Travelers  21 
Tribune  26 
TRW  9 

Tyco  Laboratories  1 
Tyson  Foods  13 
UAL  2 

Union  Camp  24 
Union  Corbide  8 
Union  Electric  36 
Union  Pocific  27 
United  Technologic: 
United  Telecomm.  3 
Unocal  20 
Unum21 
Upiohn  1  1 
U  S.  Boncorp  5 
U.  S.  Surgical  1  1 
US  West  32 
UST  35 
USX  9 
VF  33 

Walgreen  29 
Warner  Lambert  1  1 
Washington  Post  21 
Woste  Management 
Weis  Markets  28  > 
Wells  Forgo  5 
Westinghouse  Electrl 
Westvoco  24 
Weyerhoeuser  24 
Wheelobrotor  Tech  i 
Whirlpool  3 
Whitmon  9 
Willamette  Industrie^l 
Winn-Dixie  Stores  2 
Wisconsin  Energy  3 
Wrigley  (Wm.)  Jr.  1: 
Xerox  22 
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You've  analyzed.  You've  agonized.  gets  your  current  computers  working  anyone  could  do  it.  But  by  solving  tough 
You've  listened  to  all  the  experts.  And  together.  We  take  what  you  have  and  problems  for  big  companies  and  small 
now  that  the  future's  here,  where  are       make  sure  it  works  with  what  you  need.       companies  and  governments  every- 

IF  EVERYONE  WAS  PLANNING  FOR  THE  FUTURE, 
HOW  DID  THINGS  GET  SO  MESSED  UP? 


you?  Trying  to  cope  with  an  unmanage- 
able mishmash  of  computers.  A  system 
that  has  become  more  liability  than 
asset.  Are  we  overstating  the  problem? 
Not  to  the  guy  who's  got  to  tell  the  boys 
upstairs  exactly  what  went  wrong  and 
how  much  money  he  needs  to  fix  it.  But 
don't  be  rash.  Before  you  do  that,  give 
us  a  call.  We  can  develop  a  system  that 


Protecting  your  investment,  eliminating 
waste,  controlling  costs.  We  don't  have 


where,  we've  become  one  of  the 
largest  suppliers  of  information  tech- 


a  crystal  boll.  But  what  we  can  promise       nology  in  the  world.  Coll  1-800-233- 


you  is  an  information  system  that  builds  in 
all  the  freedom  and  flexibility  you  need 


BULL,  ext.  2100.  1-800-268-4144  in 
Canada.  After  all,  why  have  an  informa- 


to  be  ready  for  the  future.  Whatever  tion  system  that's  confounded  by  the 
the  future  happens  to  be.        Worldwide  future.  When  you  can  |usf 

Of  course,  we're  not  say- 
ing this  is  easy.  If  it  were. 


Worldwide 

Information 

Systems 


Bull  A 


as  easily  have  one  that's 
completely  at  home  there. 


We  solve  the  toughest  problems  in  the  world. 


-inance 


YOU  CAN'T  FIGHT  CITY  HALL, 
BUT  MAYBE  YOU  CAN  BUY  IT 

How  state  and  local  budgeteers  are  gimmicking  their  way  out  of  a  tight  squeeze 


Want  to  buy  the  Brooklyn 
Bridge?  You  may  get  the 
chance  someday.  On  April 
Fool's  Day,  New  York  Governor  Mario 
M.  Cuomo  announced  that  he  had  actual- 
ly sold  state-owned  Attica  prison,  in- 
mates and  all,  to  help  close  the  state's 
$1.08  billion  budget  gap  for  the  fiscal 
year  ending  Apr.  1,  1991. 

How  does  selling  a  prison  close  a  bud- 
get gap?  The  buyer  was  a  state  agency 
whose  finances  aren't  counted  in  the 
budget.  To  finance  the  purchase,  the 
agency  floated  $240  million  in  30-year 
bonds.  It  then  deposited  $200  million  of 
the  proceeds  into  the  state's  general 
fund.  The  state  agreed  to  lease  the  pris- 
on from  the  agency  for  the  cost  of  the 
debt  service  on  the  bonds.  During  those 
30  years,  according  to  the  State  Comp- 
troller's Office,  the  state  will  shell  out  a 
total  of  $490  million  in  interest  and  prin- 
cipal payments. 


New  York  has  a  lot  of  company  in 
resorting  to  extreme  fiscal  gimmickry  to 
deal  with  yawning  budget  deficits.  Most 
states  are  required  by  law  to  balance 
their  budgets.  But  with  at  least  29  states 
and  50  cities  facing  major  shortfalls,  the 
rush  is  on  to  find  creative  ways  to  come 
up  with  new  cash  and  avoid  onerous  tax 
hikes  and  spending  cuts.  The  hard-hit 
states  of  New  York,  New  Jersey,  and 
Massachusetts  lead  the  pack  in  innova- 
tion. But  many  other  states,  such  as  Illi- 
nois, Michigan,  and  California,  are  also 
playing  the  game. 

RUNNING  THE  GAMUT.  The  potential  prob- 
lem is  that  most  of  these  devices  are 
"one-shots,"  onetime  measures  that 
don't  offer  permanent  solutions  to  struc- 
tural problems.  While  they  help  a  state 
or  city  meet  current  (and  sometimes 
past)  operating  expenses,  they  mortgage 
the  future.  New  York  State  Comptroller 
Edward  V.  Regan  complains  that  "non- 


traditional  exotic  financing  schemp 
. . .  shift  the  cost  to  tomorrow's  taxp;(- 
er."  In  the  case  of  Attica,  Claudia  ',. 
Hutton,  spokesperson  for  the  governos 
Budget  Div.,  says:  "We  were  relucttt 
to  make  permanent  spending  cuts  Ir 
what  we  thought  was  a  temporary  prc- 
lem  in  the  economy,  and  we  didn't  wEt 
to  raise  taxes." 

Fiscal  tricks  used  by  state  and  lo(,! 
governments  run  the  gamut  from  sube 
finagling  to  blatant  end  runs  around  - 
nancial  common  sense.  One  tactic,  isf- 
ing  deficit  bonds,  has  been  used  by  s(- 
eral  Northeastern  states.  The  proceed 
of  these  bonds  usually  help  reduce  i 
one-year  budget  deficit,  but  they  resit 
in  a  lien  against  many  years  of  futu? 
income.  Another  widely  used  one-shots 
a  raid  on  surplus  highway  and  lotte' 
funds. 

The  latest  gimmick:  The  sale-leat- 
back  of  state  property  to  off-budgt 
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te  agencies.  This  provides  a  quick 
idfall,  at  least  on  paper.  Moreover, 

■  maintenance  of  an  asset  sucii  as  a 
son  or  a  higliway  becomes  the  acquir- 

■  agency's  responsibility,  bringing  the 
te  even  more  savings. 

rhe  Attica  sale  was  only  one  of  New 
rk's  ploys.  All  told,  one-shot  deals  add 
to  some  $1.9  billion  in  fiscal  1991  and 
least  $572  million  in  fiscal  1992.  To 
p  close  1992's  projected  $6.4  billion 
'icit,  the  state  has  proposed  the  sale 
more  assets,  including  another  prison 
t  will  be  acquired  by  the  Urban  De- 
opment  Corp.  (UDO,  Attica's  new 
ner.  To  pay  for  the  facility,  the  UDC 
1  issue  an  additional  $72  million  in 
ids.  The  state's  rent  payments  will 
■er  the  bonds'  debt  service:  $200  mil- 
1  over  30  years.  The  proceeds  from 

bond  sale  will  fund  capital  projects, 
;h  as  prison  rehabilitation,  that  other- 
!e  would  have  come  from  the  state. 
\CK  MONEY.  Another  tactic  has  been 
:ting  strips  of  highway  on  the  block. 

fill  a  gap  in  last  year's  budget,  the 
te  sold  the  Cross  Westchester  Ex- 
issway  to  the  New  York  Thruway  Au- 
rity  for  $20  million.  The  authority  fi- 
iced  the  purchase  by  issuing  $30 
lion  worth  of  zero-coupon  bonds  in 
iy  March,  with  principal  and  interest 
TOents  coming  due  from  1997  to  2006. 
i  total  payout  by  2006:  $70.4  million, 
n  fiscal  1992,  New  York  plans  to  turn 
ir  a  71-mile  stretch  of  Interstate  84  to 

Thruway  Authority.  No  cash  would 
.nge  hands.  The  Thruway  Authority 
uld  just  take  on  the  cost  of  future 
intenance,  saving  the  state  an  esti- 
ted  $7  million  a  year, 
^fter  you've  sold  highways 
1  prisons,  what's  left?  How 
»ut  racetracks?  Cuomo  has 
posed  selling  state-owned 
ueduct  Race  Track  in 
)ne  Park,  N.  Y.,  to  the  Port 
thority  of  New  York  & 
w  Jersey.  Half  of  the  $200 
lion  price  tag  would  go  to 
i  state;  the  other  half 
aid  go  to  renovate  Belmont 
•k  Race  Track.  "It's  always 
1  policy  when  you  sell  a 
lital  asset  for  the  purpose 
generating  operating  reve- 
gripes  Democratic  State 
semblyman  Richard  L. 
)dsky.  "You  can  gimmick 
irself  into  oblivion  if  you're 

careful." 

Some  of  New  York's  gim- 
;ks  are  spreading.  New 
sey  Governor  James  J.  Flo- 
wants  to  sell  a  4.7-mile 
■er  of  Interstate  95  to  the 
w  Jersey  Turnpike  Author- 
(N.JTA)  for  $400  million,  al- 
st  half  the  state's  projected 
'icit  for  1992.  Most  of  the 


money  will  probably 
come  from  the  authori- 
ty's surplus  funds, 
which  had  been  ear- 
marked for  future  high- 
way projects.  "This  is  a 
one-shot  budget-balanc- 
ing maneuver,"  says 
Harvey  C.  Fisher,  spe- 
cial assistant  to  the 
state  treasurer.  "In  the 
best  of  times,  you 
might  not  do  something 
like  this. . . .  We've  al- 
ready made  some  very 
tough  decisions." 

Financial  gimmickry 
is  not  unique  to  the 
Northeast.  A  judge 
forced  the  near-bank- 
rupt city  of  East  St. 
Louis,  111.,  to  hand  over 
the  deed  to  City  Hall  to  satisfy  a  $3.4 
million  jury  award  to  a  local  citizen.  And 
to  build  schools,  Michigan  school  dis- 
tricts have  been  issuing  zero-coupon 
bonds,  which  don't  require  interest  to  be 
paid  until  maturity.  The  move  has  drawn 
criticism  from  municipal  bond-rating 
agencies:  When  the  bonds  mature  in  20 
years  or  more,  they  note,  the  payout  of 
accumulated  interest  will  be  a  massive 
hit  on  future  budgets.  "You  could  get 
into  trouble  when  you  ultimately  have  to 
pay  [the  bonds]  back,"  says  Hyman  C. 
Grossman,  managing  director  at  Stan- 
dard &  Poor's  Corp.  Standard  &  Poor's 
Creditweek  warned  in  late  December 
that  "the  staggering  increasing  debt 
burden  could  limit  [a]  district's  future 


ATTICA  WAS  SOLD,  AND  ANOTHER 
PRISON  SALE  IS  IN  THE  WORKS 


THE  SHELL  GAMES  STATE 
GOVERHMEHTSPLAY 

New  York  State  sold  Attica  prison  to  a  state  agency  for  $200 
million,  which  was  used  to  cut  the  state's  deficit.  The  agency 
raised  the  money  by  selling  bonds.  New  York  then  leased  the 
prison  back  and  will  make  rent  payments  that  are  equal  to  the 
debt  service  on  the  bonds.  The  total  cost  to  the  state  over  the 
30  years  of  the  lease  will  be  $490  million 


CHANGING  INVESTMENT  ASSUMPTIONS 


California  is  raising  the  assumed  yield  on  investment  from  8.5% 
to  an  estimated  9.5%  on  the  Public  Employees  Retirement  Sys- 
tem fund.  That  reduces  the  amount  the  state  needs  to  contrib- 
ute to  the  fund  by  $86  million  a  year 


POSTPONING  DEBT  REPAYMENT 


Michigan  school  districts  are  issuing  30-year  zero-coupon 
bonds  to  build  schools.  That  pushes  interest  payments  far  into 
the  future.  The  state  could  be  forced  to  levy  stiff  tax  increases 
when  it's  time  to  make  the  huge  payoffs  on  the  bonds 


ISSUING  DEflCIT  BONtS 


Massachusetts  issued  $1.2  billion  in  bonds  to  finance  much  of 
its  1991  deficit.  The  bonds  will  be  repaid  over  seven  years  from 
income-tax  revenues 

DATA:  BW 


debt  capacity  and  there- 
by restrict  its  ability  to 
address  future  capital 
needs." 

California,  with  a  pro- 
jected 1992  deficit  of 
$12.6  billion,  has  ideas 
of  its  own.  It  plans  to 
increase  the  assumed 
investment  return  on 
the  Public  Employees 
Retirement  System 
fund  from  8.5%  to  an 
estimated  9.5%,  cutting 
down  on  the  amount  of 
money  the  state  has  to 
kick  in.  It  is  also  mak- 
ing accounting  moves, 
such  as  treating  cash 
that  has  been  earned 
but  not  yet  received  as 
revenue.  That  should 
produce  a  onetime  gain  of  $800  million. 
An  additional  $42  million  may  come  from 
requiring  estates  and  trusts  to  make  es- 
timated payments  quarterly,  rather  than 
yearly. 

MORE  ONE-SHOTS.  Not  all  fiscal  legerde- 
main passes  muster  with  state  legisla- 
tures. Early  this  year,  new  Massachu- 
setts Governor  William  Weld,  faced  with 
a  $1  billion  deficit  for  the  fiscal 
year  ending  June  30,  proposed  a  sale- 
leaseback  of  two  state  buildings  to  an 
independent  state  authority  for  $90 
million.  The  state  senate  blocked  the 
plan.  The  legislature  is  now  considering 
a  proposal  from  the  governor  to  sell 
$230  million  worth  of  surplus  land  and 
buildings. 

As  June  30  budget  dead- 
lines approach  in  many  states, 
it's  likely  that  more  one-shots 
will  surface.  "These  ideas  get 
circulated  quite  rapidly, 
whether  [or  not]  they're  good 
or  prudent  ideas,"  says  How- 
ard D.  Sitzer,  director  of  mu- 
nicipal bond  research  for 
Greenwich  Partners  Inc.,  a 
municipal  bond  trading  firm 
in  Greenwich,  Conn. 

One  can  make  a  good  case 
that  not  all  one-shots  are  as 
heinous  as  their  critics  al- 
lege. "It's  normal  and  reason- 
able to  use  gimmicks  in  a  tem- 
porary tight  spot,"  says  Ste- 
ven D.  Gold,  director  of  the 
Center  for  the  Study  of  the 
States  in  Albany.  "It's  just 
not  good  to  use  them  year  in 
and  year  out."  Regrettably, 
however,  too  many  states 
may  feel  that  they  have  no 
other  choice. 

By  Suzanne  Woolley,  with 
Leah  Nathans  Spiro,  in  New 
York,  Keith  H.  Hammonds  in 
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CREDIT  LYONNAIS 
TO  HOLLYWOOD:  CUT! 


Clunker  loans  to  studios  dog  the  giant  French  lender 


ack  in  1987,  Richard  Northcott 
■  was  scrambling  for  cash.  Security 
Pacific  National  Bank  had  just 
canceled  its  $60  million  line  of  credit 
to  Northcott's  Nelson  Entertainment 
Group  Inc.,  and  it  looked  as  if  other 
U.  S.  banks  wouldn't  finance  the  three- 
year-old  video  distribution  and  produc- 
tion house.  So  Northcott  called  Frans 
Afman,  long  a  mainstay  of  Hollywood 
independents  as  chief  movie-industry 
lender  for  France's  giant  Credit  Lyon- 
nais.  Afman  quickly  replaced  North- 
cott's SecPac  line  with  an  equivalent  one 
from  Credit  Lyonnais  Bank  Nederland,  a 
Dutch  subsidiary  that  handles  much  of 
the  French  bank's  movie  business. 

Since  the  studio  owned  video  rights  to 
such  hits  as  Bill  and  Ted's  Excellent 
Adventure  and  When  Harry  Met  Sally, 
Nelson  was  able  to  quickly  swell  its  bor- 
rowings to  $108  million  to  finance  an 
expansion.  But  Nelson  ran  up  a  $67  mil- 
lion loss  last  year  when  it  got  caught 
with  a  string  of  flops  just  as 
the  video  market  was  slow- 
ing. Low  on  money  again,  it 
turned  to  Credit  Lyonnais  for 
help.  But  its  once-generous 
bank  had  suddenly  turned 
stingy.  Although  auditors 
question  whether  the  studio 
can  survive  without  bank  fi- 
nancing. Credit  Lyonnais  has 
offered  Northcott  only 
enough  to  get  him  through 
the  coming  year.  It  also  is 
pushing  him  to  sell  pieces 
of  Nelson. 

HARD-NOSED.  Once  One  of  Hol- 
lywood's most  aggressive 
lenders,  the  world's  13th-larg- 
est  bank  is  tiring  of  the  U.  S. 
movie  business.  Frans  Afman, 
a  tall  and  charming  Dutch- 
born  lawyer  who  became  a 
fixture  in  Hollywood,  has 
been  succeeded  by  a  more 
hard-nosed,  less  Americanized 
executive.  The  reason  for 
Credit  Lyonnais'  retreat  is 
clear:  a  slew  of  ill-advised 
loans. 

Defending  its  movie  lend- 
ing, Credit  Lyonnais  Chair- 
man Jean-Yves  Haberer  main- 


tains that  "the  risks  are 
high,  but  [profit]  mar- 
gins are  also  high." 
However,  as  much  as  a 
third  of  the  bank's  esti- 
mated $1.1  billion  in 
Hollywood  loans  is  tied 
up  with  cash-short  stu- 
dios, distributors,  and 
other  borrowers  (table). 
The  bank's  pullback 
could  reduce  a  key 
source  of  credit  for 
Hollywood's  smaller  studios. 

The  Credit  Lyonnais  client  feeling  the 
most  pressure  these  days  is  Italian  fi- 
nancier Giancarlo  Parretti.  The  bank 
lent  Parretti  some  $250  million  toward 
his  $1.3  billion  purchase  of  the  fabled 
.\IG.\1  studio  last  year.  Yet  the  company 
soon  began  hemorrhaging  money.  In 
mid-April,  the  bank  ousted  Parretti  as 
chairman  of  MGM-Pathe  Communications 
Co.  after  an  angry  group  of  unpaid  cred- 


AFMAN:  A  HOLLYWOOD  FIXTURE 


CREDIT  LYONNAIS' 

TROUBLES  IN  TINSELTOWN 

Borrower 

Amount  owed 

Millions  of  dollars 

MGM-PATHE  COMMUNICATIONS 

$395* 

Chairman  Giancarlo  Parretti  forced  out  by  bank  as 

studio  runs  short  of  cash.  Other  creditors  trying  to 

place  Pathe  in  liquidation 

NELSON  ENTERTAINMENT 

99 

Facing  crippling  cash  shortage.  Company  looking  for 

buyer 

CAROLCO  PICTURES 

84 

Struggling  under  debt  load.  Recently  raised  $104  mil 

ion  in 

equity  overseas 

WEINTRAUB  ENTERTAINMENT  GROUP 

50 

Filed  for  bankruptcy  last  year 

VESTRON 

10 

Filed  for  bankruptcy  last  year.  Negotiating  sale  to  a 

Caroico  subsidiary 

*lncludes  $145  million  loon  commitment 
DATA:  COMPANY  REPORTS 


■f-y 

itors  threatened  to  throw  the  studio  1 
liquidation. 

Despite  its  Hollywood  pullback,  Cr| 
Lyonnais  has  advanced  Pathe  $145 
lion  to  help  stave  off  collapse.  Paje 
further,  says  it  has  been  contactedb\ 
the  Securities  &  Exchange  Commissim 
Two  studio  execute' 
questioned  by  the  cim 
mission  say  it  is  \oo\u 
into   the   financing  pi 
several  Parretti  acq^i 
tions  prior  to  MGM.  iB" 
retti  declines  commejt 
In  the  meantime,  ^ 
bank's  dealings  w'-l 
Parretti  have  becomit 
heated  political  issu(|r 
France.  Under  pressh 
from  Frangois  d'Aubt 
an  opposition  conseig 
tive  and  vice-chairmr 
of  the  French  Nat;ti 
al  Assembly's  Fina't 
Committee,  Finai.'^. 
Minister  Pierre  Beregovoy  has  qis 
tioned  the  state-owned  Credit  Lyoniij 
about  its  loans  to  Parretti.  "One  ~ 
ders  why  a  big  French  bank  would  li 
so  much  money  to  a  company  that's^ 
such  terrible  shape,"  says  d'Aubert. 
Jean-Jacques  Brutschi,  Credit  Lyonr 
Nederland's  CEO,  insists  that  "we're 
worried"  about  Pathe.  "Our  exposur^ 
not  likely  to  cause  us  problems.' 
The  bank  got  into  the  entertainm| 
business  in  the  early  19'^ 
when  it  decided  to  revitaU" 
an  earlier  Dutch  acquisiti'i 
Slavenburg's  Bank.  Paris  ; 
signed  Afman,  who  had  ben 
in  charge  of  Slavenburjs 
U.  S.  portfolio,  to  look  k 
new  investments.  On  a  tp 
to  New  York,   Afman  nt 
Charles  Bluhdorn,  then  chf- 
man  of  Gulf  &  Western  •■- 
dustries.  Bluhdorn  introduej 
Afman  to  Italian  producr 
Dino  De  Laurentiis,  who  \v- 
suaded  the  banker  to  bii 
several  films. 

But  Afman  quickly  provi 
to  be  more  than  a  lender,  l- 
like  his  American  competitoi, 
who  targeted  the  major  s1- 
dios,  he  cultivated  a  netwo: 
of  foreign  video  and  theatric! 
distributors  that  were  cruel 
to  successful  independent  fil 
productions.  Afman  also 
nanced  Cannon  Group  Inc 
Yoram  Globus  and  Menahe 
Golan,  the  two  Israeli  B-mo\ 
producers  who  once  distribi 
ed  De  Laurentiis'  films,  "f 
has  an  encyclopedic  knov 
edge  of  everyone  in  the  indu 
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,"  suys  Vestron  Inc.  Chairman  Austin 
Furst  Jr.,  another  Credit  Lyonnais 
itomer. 

i^fman  also  became  a  Hollywood  regu- 
,  summering  in  Malibu  and  working 
of  the  posh  Le  Bel  Age  Hotel.  The 
ik's  services  didn't  come  cheap:  Af- 
,n  charged  hefty  4%  commitment  fees 
i  interest  rates  as  much  as  3%  over 
!  bank's  own  cost  of  short-term  funds. 
3y  most  accounts,  the  bank  did  well  in 
early  deals,  which  were  heavily  coUat- 
ilized.  But  by  the  mid-1980s,  Afman 
i  begun  pushing  it  into  riskier  areas, 
luding  credit  lines  for  startups.  Af- 
m  lent  Cannon  $60  million  for  operat- 
f  cash  and  an  additional  $12.8  million 
buy  an  Italian  movie-theater  chain, 
id  he  advanced  $50  million  to  Wein- 
lub  Entertainment  Group  to  buy  an 
ing  film  library.  But  then  overseas  de- 
md  for  the  independents'  output  be- 
n  to  cool,  and  the  majors  began 
ueezing  smaller  studios.  By  1986,  in- 
lers  say,  the  bank  was  extending  pay- 
?nt  schedules  for  some  borrowers. 
5ILLUSION.  In  1988,  Afman  left  the 
nk.  He  declines  to  comment  but  has 
id  Hollywood  Reporter  that  he  dis- 
reed  with  the  bank's  increasing  in- 
Ivement  with  Parretti.  Since  leaving 
•edit  Lyonnais,  Afman  has  become  an 
viser  on  film  finance  to  independent 
oducers.  But  his  connections  with  old 
stomers  remain  strong:  He's  on  the 
jard  of  longtime  client  Carolco  Pictures 
c.  and  its  video  subsidiary,  Live  Enter- 
inment  Inc.  Although  Carolco  is  strug- 
ing  under  $304.9  million  in  debt— $84 
illion  of  it  owed  to  Credit  Lyonnais — 
e  studio  and  a  subsidiary  pay  Afman 
ore  than  $225,000  annually. 
Afman  was  succeeded  at  Credit  Lyon- 
lis  by  Patrick  Bastin,  a  longtime  execu- 
fe  from  Paris  headquarters.  Bastin 
!pt  lending  after  Afman  left — advanc- 
g  a  $65  million  credit  line  to  Vestron 
;fore  the  video  producer  filed  for  bank- 
iptcy.  But  lately  he  has  tightened  up. 
irlier  this  year,  a  plan  by  New  York 
lancier  Stephen  C.  Swid  to  buy  Nelson 
ntertainment  for  $216  million  collapsed 
ter  the  bank  objected  to  the  deal's 
ructure.   "They  can  be  very,  very 
ugh,"  says  Ami  Artzi,  president  of 
st  Century  Film  Corp.,  which  is  rene- 
)tiating  a  $15  million  credit  line. 
The  harder  line  may  reflect  a  growing 
sillusion  with  Hollywood.  Credit  Lyon- 
lis  Nederland's  Brutschi  says  Europe's 
192  unification  and  new  European  quo- 
s  on  foreign  TV  fare  indicate  the  hot- 
st  opportunities  for  the  bank's  movie 
id  video  lending  may  lie  on  the  other 
de  of  the  Atlantic.  As  its  problems  in 
nseltown  grow,  this  longtime  friend  of 
ollywood's  neediest  may  find  its  home 
rf  providing  all  the  glamour  it  wants. 
By  Ronald  Grover  in  Los  Angeles,  with 
ewart  Toy  in  Pans 


MARKETS  &  INVESTMENTS! 


STILL  LIFE  WITH  GLOOM 
FOR  ART  AUCTIONEERS 


Lower  quality,  fewer  works,  the  Japanese  may  stay  home,  but . . . 


The  party  is  over  at  Christie's.  Liter- 
ally. This  spring,  the  No.  2  auction- 
eer isn't  hosting  its  glitzy  cocktail 
receptions,  where  potential  buyers  and 
sellers  mingle  and  view  what's  on  the 
block  in  its  bellwether  May  sales — first 
of  contemporary  art,  then  of  Impression- 
ist and  Modern  paintings.  Top  dog  Soth- 
eby's, meanwhile,  has  cut  its  entertain- 
ing in  half,  to  one  party.  Hardly  good 
omens  for  the  big  auctions  that  begin  in 
New  York  on  Apr.  30. 

Yet  the  sober  party  scene  is  somewhat 
deceiving:  It  says  more  about  the  auc- 


tioneers' fortunes  than  about  art  prices. 
True,  painting  prices  have  descended  to 
'87  or  '88  levels— and  no  one  predicts  a 
quick  rebound.  But  it  is  shrinking  vol- 
ume and  the  lower  quality  of  the  art  for 
sale  that's  really  hurting  the  auction- 
eers. Impressionist,  Modern,  and  con- 
temporary art  auctions  contribute  as 
much  as  50%  of  their  gross  sales — so 
these  modest  spring  sales  forebode  bad 
years.  In  the  four  key  upcoming  evening 
sales,  Christie's  and  Sotheby's  will  offer 
227  works  estimated  at  $104.2  million  to 
$141.9  million.  The  same  sales  in  1990 
offered  310  lots  that  fetched  $650.5  mil- 
lion. That  much  lost  volume  simply  can't 
be  made  up. 

The  smaller  sales  offer  a  glimmer  of 
hope,  though.  For  the  first  time  since 
the  art  market's  downturn  began— prob- 
ably in  late  '89 — auctioneers  say  they're 


persuading  sellers  to  set  realistic  "re- 
serves," the  minimum  acceptable  bids. 
Those  who  disagree  are  being  turned 
away.  So,  much  of  what's  missing  this 
May  is  "incredibly  overpriced  secondary 
material  where  prices  were  driven  by 
speculators,"  says  Christopher  J.  Burge, 
president  of  Christie's  USA. 
MORE  BUYERS.  The  end  of  the  gulf  war, 
the  rising  stock  market,  and  forecasts  of 
an  impending  economic  recovery  could 
also  give  the  May  sales  a  boost.  Firming 
prices  would  then  trigger  renewed  confi- 
dence and  draw  more  buyers.  Both  auc- 
tioneers point  to  some  evi- 
dence that's  happening:  At 
sales  in  New  York  so  far 
this  year,  Christie's  has 
found  buyers  for  85%  of  the 

f -iisij  lots  on  the  block,  while 
Sotheby's  has  sold  about 
78%.  Those  are  way  up  from 
last  fall's  rates.  Claims 
Sotheby's  Chief  Executive 
Michael  L.  Ainslie:  "We're 
starting  back  out  of  a  pret- 
ty dramatic  trough.  The 
market  is  now  rebuilding 
some  momentum." 

It  still  faces  tribulations, 
though.  The  Japanese,  ma- 
jor buyers  in  recent  years, 
"will  be  very,  very  quiet 
this  season,"  predicts  Ikkan 
Sanada,  a  New  York-based 
dealer.  They're  reeling  from 
scandals  involving  corpora- 
tions that  allegedly  bought  art  to  evade 
taxes,  circumvent  government  regula- 
tions, or  transfer  cash.  A  few  Japanese 
dealers  have  gone  bankrupt,  and  others 
are  wobbling — raising  fears  that  they 
may  dump  paintings  on  the  market. 
Some  European  and  U.  S.  dealers  also 
hold  a  lot  of  inventory  that's  not  selling. 

As  a  result,  not  many  art  pros  are 
willing  to  say  that  the  market  has 
turned.  But  some  believe  it  has  at  least 
hit  bottom.  Burge,  a  16-year  veteran  of 
the  auction  podium,  says  the  market  is 
"following  a  pre-arranged  script  I  could 
have  given  you  two  years  ago."  He 
thinks  sales  will  slowly  build  in  volume 
and  quality  over  the  next  year,  and  "the 
real  acceleration  will  begin  after  that." 
If  so,  for  the  stout  of  heart — and  wal- 
let— now  may  be  the  time  to  buy. 

By  Judith  H.  Dobrzynski  in  New  York 
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INVESTMENTS! 


RIDING  STOCKS  THAT  HAVE 
THE  BIG  MO 


The  momentum  investor's  motto:  Buy  high,  sell  higher 


The  stock  of  International  Game 
Technology  Inc.  had  nearly  dou- 
bled this  year  when  Denver  money 
manager  Howard  J.  Hebert  bought 
shares  in  this  manufacturer  of  electronic 
casino  games.  He  paid  31  Va  on  Apr.  11, 
when  the  Dow  industrials  stood  at  2905. 
By  Apr.  24,  the  Dow  had  gone  up  100 
points  and  back  down  nearly  50,  yet  the 
stock  was  up  another  $5  per  share. 

Forget  "buy  low,  sell  high."  Hebert, 
of  Schield/Hebert  Asset  Management 
Inc.,  is  one  of  a  breed  of  investment 
managers  with  a  different  motto:  Buy 
high,  sell  higher.  He  finds  opportunities 
by  combing  the  market  for  industry 
groups  and  stocks 
within  those  groups 
that  demonstrate  the 
greatest  "relative 
strength."  In  short, 
he  only  buys  stocks 
that  have  been  beat- 
ing the  market. 

Lonnie  Whitlock, 
chief  investment  offi- 
cer at  Common- 
wealth Investment 
Counsel  in  Rich- 
mond, Va.,  takes  a 
more  fundamental 
tack.  He  hunts  for 
companies  whose 
earnings  are  acceler- 
ating faster  than  av- 
erage, an  approach 
called  earnings  mo- 
mentum. But  to  get  on  Whitlock's  buy 
list,  a  stock  must  also  demonstrate 
"price  momentum" — going  up  faster 
than  the  market. 

RUNNING  STRONG.  Whether  it's  called  rel- 
ative-strength investing,  momentum  in- 
vesting, or  growth-stock  investing,  these 
folks  try  to  identify  uptrends  and  ride 
them  to  the  hilt.  "I  would  rather  buy 
stocks  that  are  making  new  highs  than 
making  new  lows,"  says  David  Alger  of 
the  Alger  Growth  Fund.  "If  a  stock  is 
acting  well,  there's  a  reason  for  it — and 
it's  usually  better  earnings."  Alger's 
fund  picked  up  Amgen  last  June,  when 
it  was  at  a  then-high  of  35.  It's  now 
selling  at  134. 

These  investors  insist  \ou  don't  have 
to  get  in  at  the  bottom  to  make  big 


money.  Richard  Eakle,  who  runs  his  own 
money-management  firm  in  New  Jersey, 
says  once  a  stock  has  established  its  up- 
sicle  momentum,  it's  not  unusual  for  it  to 
go  on  for  12  to  18  months  and  to  reach 
"price  extremes  that  are  well  beyond 
people's  expectations."  Alger,  for  in- 
stance, recently  bought  two  HMO  stocks. 
Foundation  Health  and  HMO  America, 
both  up  more  than  1507'  this  year.  Yet 
based  on  earnings,  he  says,  the  stocks 
are  bargains.  Their  price-earnings  ratios 
are  no  greater  than  that  of  the  Standard 
&  Poor's  500-stock  index,  yet  he  esti- 
mates profits  for  both  will  be  up  about 
40/'  next  year. 


True,  the  mutual  fund  finished  19 
slightly  in  the  red,  with  a  total  retui 
-0.48%.  But  that  was  2.5  percen 
points  better  than  the  S&P  500  andl. 
percentage  points  better  than  the  air 
age  equity  fund.  So  far  this  year,  it'^fi 
22%,  vs.  W/r  for  the  S&P.  ? 

Nicoski's  fund  fared  better  than  n|6 
in  1990  because  about  a  quarter  ofl^t 
assets  were  in  the  sector  with  the  gr'«i 
est  relative  strength,  health  care.  '1* 
industry  group,  says  Nicoski,  camdti 
the  fore  in  early  1990,  when  for  the  lis 
time  in  seven  years,  its  relative-strenjtl 
reading  was  higher  than  it  was '1 
months  previous.  Technology  stocks;-! 
says,  are  now  showing  the  same  i-; 
tive-strength  pattern  that  health  (  •■ 
showed  in  1976 — the  first  year  of  a 
en-year  bull  market  for  those  stocks 
SELL  SIGNAL.  The  key  to  momenliiin 
vesting  is  knowing  when  to  sell.  A  .si  • 
can  lose  relative  strength  without  los^: 
money  as  it  goes  from  beating  the  n 
ket  to  keeping  pace  or  even  lagging, 
bert,  for  instance,  drops  a  stock  whe 
starts  to  lag  behind  the  market.  "\ 
may  not  get  out  at  the  exact  top,  but  |s 


RELATIVELY  SPEAKING, 
THESE  STOCKS  SHOW  THEIR  STRENGTH 


Some  investment  manag- 
ers scout  for  opportunities 
by  looking  for  stocks  that 
have  already  shown  their 
stuff,  their  'relative 
strength.'  This  means 
buying  stocks  that  are 
near  or  already  at  peak 
levels.  Here  are  some 
stocks  that  analysts  say 
rank  high  in  relative 
strength — and  could  still 
climb  despite  their  already 
big  moves 

DAtA  BW 


Stock 

Recent  price 

52-week 

high 

—  low 

AMGEN 

134 

136 

-  291/4 

CYPRESS  SEMICONDUCTOR 

23 

24V2 

-  81/4 

FIRST  FINANCIAL  MGT. 

37  V2 

371/2 

-  14V4 

FOUNDATION  HEALTH 

31 

34 

-  9% 

HOUSE  OF  FABRIC 

44  Vs 

44% 

-193/4 

INTERNATIONAL  GAME  TECH. 

36  V4 

36 1/4 

-  9 

INTERNATIONAL  RECTIFIER 

23 

24  V4 

-  4V4 

LIZ  CLAIBORNE 

47  V4 

471/4 

-21 1/4 

OAKWOOD  HOMES 

13 

15V4 

-  6V8 

TYSON  FOODS 

22% 

22% 

-121/4 

INTERVIEWS  WITH  ANALYSTS  AND  INVESTMENT  MANAGERS 


Momentum  investing  is  back  in  style. 
For  years,  this  sort  of  stock-picking  was 
eclipsed  by  "value"  investors  who  prefer 
to  buy  stocks  that  are  near  their  lows. 
The  value  folks  plow  fields  that  momen- 
tum investors  rarely  touch — coinpanies 
poor  in  earnings  but  perhaps  rich  in  oth- 
er assets,  such  as  real  estate,  franchises, 
or  cash  flow.  Value  investors  scored  big 
in  the  '80s  because  their  kind  of  compa- 
ny was  just  the  kind  that  was  gobbled 
up  in  the  merger-and-acquisition  binge. 
But  that  game  is  over  for  now,  and  mo- 
mentum techniques  hold  sway. 

Of  course,  no  investment  strategy 
wins  all  the  time.  Edward  P.  Nicoski 
uses  relative-strength  analysis  to  choose 
stocks  for  Piper  Jaffray  Investment 
Trust  Inc.'s  Sector  Performance  Fund. 


close  enough, 
says.  And  while 
five  strength  he. 
John  P.  Hussmanj 
Hussman  Econoni 
ric  Advisors  cho(l 
what  stocks  to  bii 
criteria  such  as 
ratios   and  divide':' 
yields  help  him  1 
cide  when  to  sell. 

Although  moni< 
turn  investors  tend 
trade  their  portfol 
more  than  value 
vestors,  they  can 
long-term  holdei 
too.  The  AIM  We 
garten  Fund,  for 
stance,  owns  1.2  n 
lion  shares  in  W 
Mart  Stores  Inc.  and  has  invested  in  t 
retailer  since  1979.  Its  oldest  shar 
have  a  cost,  adjusted  for  stock  splits, 
50$,  while  Wal-Mart  now  trades  at  42° 
Jonathan  Schoolar,  a  portfolio  manag 
at  Weingarten,  says  that  Wal-Mart  h, 
at  times  slipped  in  price  momentum,  b] 
it  has  never  lost  its  strong  relati^ 
strength  in  earnings — so  he  adds  to  h 
holdings  on  price  pullbacks. 

Investors  could  profit  from  the  san 
strategy:  Buy  the  strong  stocks  wht 
the  market  sells  off.  "These  stocks  c£ 
go  down  with  the  market,  too,"  saA 
Schoolar.  What  makes  this  investing  j 
rewarding,  he  says,  is  that  they  moi 
than  make  up  for  it  when  the  marki 
bounces  back. 

By  Jeff  ret/  M.  Ludeiman  in  New  Yoi 
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FINAI 


'he  language  may  be  difficult, 
'he  food  may  be  different, 
"he  customs  may  be  unfamiliar. 
$ut  making  a  phone  call  back  to  the 
:es  can  be  easy 

ust  dial  the  special  AT&T  USADirect® 
ess  number  for  the  country  you're  in. 
iCithin  seconds,  you're  in  touch  with 
4T&T  Operator  in  the  US.  who  can 
p  you  complete  your  call. 


Use  your  AT&T  Calling  Card  or  call 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

On\y  AT€yT  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  way  that  ATlSiT  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


So  call  1  800  874-4000  Ext.  415 

for  a  free  information  card  listing /I TiST 
USADirect  access  numbers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territory 


AT&T  USADirect  Service. 

Your  express  connection  to  AT&T  service. 


90  AT&T 


AT&T 

The  right  choice. 


BY  JEFFREY  LADERMAN 


WHY  U.S.  BANKNOTE 
MAY  SOON  BE 
MAKING  A  MINT 


lere's  a  money-making  ma- 
chine— literally.  Among  the 
I  products  that  roll  out  of  U.  S. 
Banknote's  highly  secured  printing 
plants  is  foreign  currency.  The  compa- 
ny is  also  the  world's  largest  printer  of 
travelers'  checks.  U.  S.  Banknote 
doesn't  print  dollars,  but  federal  food 
coupons,  Treasury  checks,  and  postage 
stamps  account  for  30?<  of  revenues.  In 
addition,  about  25%  of  sales  come  from 
stock  and  bond  certificates.  And  with 
new  equity  issues  booming,  U.  S.  Bank- 
note can't  help  but  profit,  too. 

The  Amex-traded  stock,  now  at  3%, 
has  more  than  doubled  in  the  past 
three  months.  It  had  been  near  5  but 
has  come  down  since  the  company's 
Apr.  15  offer  to  exchange  each  share 
of  cumulative  preferred  for  three 
shares  of  common.  One  New  York 
money  manager  who  has  been  buying 
common  shares  says  that  after  May  13, 
when  the  exchange  offer  ends,  U.  S. 
Banknote  should  resume  its  climb. 

Why?  Improved  profit  margins  from 
economies  developing  out  of  last  July's 
acquisition  of  International  Banknote. 
The  merger  wed  the  two  largest  play- 
ers in  this  niche  industry. 

The  combined  company  shuttered 
three  of  six  domestic  printing  plants 
and  laid  off  about  400  employees.  Yet 
in  the  offering  documents,  manage- 
ment says  that  the  remaining  plants 
have  more  than  enough  capacity  to 
handle  its  printing  needs  well  into  the 
future.  The  benefits  of  the  merger  are 
already  manifest.  Operating  profit 
margins  went  from  30%  in  1990's  third 
quarter  to  42%  in  the  fourth.  First- 
quarter  earnings  should  be  reported 
shortly,  and  observers  expect  those 
numbers  to  reflect  more  of  the  benefits 
of  reduced  overhead. 
BUCKING  THE  TREND.  But  there's  more 
to  this  company  than  printing  on  pa- 
per. U.  S.  Banknote  is  the  world's  larg- 
est producer  of  holograms  for  security 
and  commercial  applications.  Its  cus- 
tomers include  the  major  credit-card  is- 
suers, and  the  company  is  actively  de- 
veloping new  uses  and  markets  for  the 
imaging  process. 

Critics  say  the  boom  in  equity  issu- 
ance doesn't  necessarily  mean  that 
there  will  be  a  great  demand  for  stock 
certificates.  They  note  that  the  long- 


U.S.  BANKNOTE: 
POISED  FOR  ANOTHER  RUN? 


APR  23 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INt 


time  trend  in  the  securities  business 
has  been  toward  "book-entry"  owner- 
ship rather  than  physical  certificates. 
But  surveys  show  strong  investor  pref- 
erence for  certificates,  and  the  Securi- 
ties &  Exchange  Commission  has  said 
that  it  will  continue  to  support  the  use 
of  certificates  as  an  option.  "A  decade 
ago,  people  said  check-printing  was  a 
dead  business,  too — and  we're  writing 
more  checks  than  ever,"  says  the  mon- 
ey manager  who  has  been  buying.  He 
thinks  U.  S.  Banknote  will  reach  10 
within  the  year. 


A  BEST  BET  FOR 
INVESTING  IN  ISRAEL 


E; 


Ixcept  for  troubled  financial  insti- 
tutions, it's  hard  to  find  stocks 
I  selling  below  book  value  any- 
more. That's  why  some  pros  are  look- 
ing at  PEC  Israel  Economic,  a  U.  S.- 
based  holding  company  that  invests  in 
an  array  of  Israeli  industries,  including 
high  technology,  banking,  construction, 
and  shipping.  PEC  Israel,  which  trades 
on  the  American  Stock  Exchange,  has 
run  up  about  45%  so  far  this  year.  Yet 
at  its  recent  price  of  $19.50  a  share,  the 
stock  sells  at  a  16%  discount  to  its  stat- 
ed book  value  of  $23.28. 

But  the  real  story  is  in  the  footnotes 
of  PEC  Israel's  recent  lOK  filing,  which 
show  that  the  book  value  vastly  under- 
states the  company's  assets.  Invest- 
ments carried  on  the  Dec.  31  balance 
sheet  for  $94  million  had  a  market  val- 
ue of  $200  million  on  Mar.  15.  And 
since  then,  several  holdings — including 
Elron  Electronic  Industries  and  Sci- 
tex — have  made  further  gains. 
Just  counting  its  shares  of  public 


companies  traded  in  the  U.  S.  and  La 
el,  PEC  Israel's  real  stock  value  woJ( 
appear  to  be  in  the  high  30s.  And  thi'i 
without  its  hard-to-value  shares  in  -j 
vately  held  companies  such  as  Isie 
Discount  Bank  of  New  York. 

But  the  story  goes  beyond  assets 
the  cheap.  PEC  Israel  earned  $2.41 
share  last  year,  and  since  1986,  pro 
have  increased  at  a  42%f  compoun( 
annual  rate.  And  if  Secretary  of  St 
James  A.  Baker  Ill's  shuttle  diplom; 
leads  to  peace  between  Israel  and 
neighbors,  "the  stock  will  go  throi 
the  roof,"  says  Philip  Hershberg 
Advisory  Investment  Service  in  Wei 
ley,  Mass.  Since  there's  no  closed-( 
"country  fund"  for  investing  in  Isri 
PEC  is  the  closest  thing  to  a  diversii 
investment  in  the  Israeli  economy 


OIL'S  COST-CUTTING 
IS  FAT  CITY  TO  SEITI 


Oil-service  stocks  are  on  the  o. 
with  investors.  They're  uj: 
scant  7%  so  far  this  year,  i 
the  betting  is  that  the  Street  will  ci 
tinue  to  shun  them.  But  investors  \\( 
ignore  Seitel  may  be  missing  out. 

The  company  conducts  seismic  sr 
veys  used  for  oil-and-gas  exploratt 
and  sells  seismic  data  from  its  libraV 
Seitel  launches  a  new  survey  o  j 
when  it  has  takers  for  the  data,  and  1 
drillers  cover  about  72%  of  the  sur\\ 
costs.  The  drillers  get  proprietary  i 
of  the  data  for  60  to  90  days.  Then,  i 
data  go  into  Seitel's  library,  whd 
they  are  available  for  others  to  bu} 
While  exploration  is  hardly  boomiij 
Seitel  President  Paul  Frame  says  mav 
energy  companies  have  scaled  back  j 
eliminated  their  survey  teams,  relyig 
instead  on  data  bought  from  outs* 
vendors.  Management  believes  in  1  • 
overhead,  too.  The  company  has  oi 
25  permanent  employees,  yet  it  gen- 
ated  $25.4  million  in  sales  last  ye 
(Seitel  hires  survey  crews  as  needec' 
At  $14  a  share,  the  company's  stck 
is  up  about  30%  this  year,  yet  it's  s 
cheap.  Based  on  the  past  12  mont 
earnings  of  $1.10  a  share,  Seitel  sells;! 
a  price-earnings  ratio  of  12.7,  vs.  1 1 
for  the  Standard  &  Poor's  500-st( 
index.  For  this  year,  the  company 
projecting  at  least  20%  growth  in  ea 
ings  per  share.  Several  analysts  s 
that's  a  high  hurdle  with  explorati 
activity  so  low,   but  Debra  Vali| 
Seitel's  chief  financial  officer,  says  J 
ploration  budgets  are  up  15%  to  L'e 
this  year,  and  "that's  what  drives  or 
revenues." 
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INNUAL  REPORTS 

1.  Phillips  Petroleum 
Company 

FINANCIAL  PRODUCTS 
IND  SERVICES 

2.  Anthem  Inc. 

3.  Blue  Cross  &  Blue 
Shield  Assn. 

4.  CIGNA  Corporation 

5.  Continental  Bank 

6.  Delta  Dental  Plans 

7.  Franklin  Fund 

8.  Merrill  Lynch  -  U.S. 
Treasury  Money  Fund 

9.  Wausau  Insurance 
Companies 

PRODUCTS/SERVICES 

10.  Anritsu  Corporation 

11.  Bull  HN  Information 
Systems 


12.  Canon  Laser  Class  Fax 

13.  Chevrolet  Fleet  Sales 

14.  Compaq 

15.  Eastman  Kodak  Copy 
Products 

16.  EOSAT 

17.  Exide  Electronics 

18.  Ford  Corporate 

19.  Fujitsu  Imaging 
Systems  of  America, 
Inc. 

20.  Hotel  Lotte 

21.  Mitsubishi  Electronics 
America,  Inc.,  Diamond 
Tel  Cellular  Phones 

22.  NEC  America 

23.  RPS  (Roadway  Package 
System) 

24.  SAS 

25.  Schott  Corporation 

26.  Siemens  Corporation 

27.  Subaru  of  America 

28.  Textron-Lycoming 


29.  The  Timken  Company 

30.  Unisys 

31.  Universal  Data  Systems 
(UDS) 

32.  Yellow  Freight  Systems, 
Inc. 

AREA  DEVELOPMENT 

33.  China  External  Trade 
Commission 

34.  low^a  Department  of 
Economic  Development 

35.  Ministry  for  Economic 
Affairs  and  Technology 
Baden-Wurttemberg 

36.  North  Carolina 
Department  of 
Economic  and 
Community 
Development 
Business/Industry 
Development  Division 

37.  State  of  Missouri 
Department  of 
Economic  Development 
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PERSONAL  COMPUTERS  I 


THIS  12-YEAR-OLD 
HAS  COME  OF  AGE 


While  other  PC  makers  struggle,  AST's  sales  and  profits  soar 


Just  two  years  ago,  it 
looked  as  if  AST  Re- 
search Inc.  might  be  yet 
another  casualty  of  the  per- 
sonal-computer wars.  One  of 
its  founders  had  angrily  re- 
signed, the  company  had  an- 
nounced its  first  loss  in 
eight  years,  and  it  was  lay- 
ing off  workers  for  the  first 
time  in  its  10-year  history. 

Things  sure  are  different 
these  days.  For  one  thing, 
AST  is  Wall  Street's  darling: 
Its  share  price  soared  by 
2597f  last  year,  more  than 
any  other  company  traded 
on  a  major  stock  exchange 
(chart).  Sales  and  profits  are 
growing  enormously,  too:  In 
its  third  quarter,  AST's  net 
increased  747s  to  $16.7  mil- 
lion, and  sales  were  up  SI'a  , 
to  $180  million.  While  the 
overall  PC  industry  limps 
along  at  a  5%  growth  rate, 
analysts  say  AST's  revenue 
will  rise  more  than  209^  this 
fiscal  year,  ending  June  30, 
to  $650  million. 

At  that  rate,  AST  is  likely 
to  become  the  next  billion- 
dollar  computer  company. 
Indeed,  it  is  already  establishing  itself  as 
a  PC-compatible  brand  of  choice  in  com- 
puter stores — right  behind  IBM  and  Com- 
paq Computer  Corp.  "Clearly,  when  you 
look  at  the  multitude  of  computer  com- 
panies trying  to  get  the  third  space  on 
dealers'  shelves,  .AST  has  captured  it," 
says  rival  Michael  S.  Dell,  chairman  of 
clonemaker  Dell  Computer  Corp. 
SPARE  CASH.  "AST  is  now  doing  to  Com- 
paq what  Compaq  did  to  IBM,"  says  Rick 
J.  Martin,  computer  analyst  at  Pruden- 
tial Securities  Inc.  "Its  products  tend  to 
outperform  Compaq's,  they're  cheaper 
than  Compaq's,  and  it  gets  better  marks 
on  surveys  of  customer  service  and  sup- 
port." Indeed,  competition  from  AST, 
among  others,  prompted  both  IBM  and 
Compaq  to  slash  prices  in  April. 

AST  has  had  a  long  time  to  figure  out 
how  to  do  things  right — at  least  in  PC 
industry  terms.  The  company  got  its 


CO-FOUNDERS  QURESHEY  AND  YUEN  COULD 
SEE  THEIR  COMPANY'S  REVENUES  GROW  MORE 
THAN  20%  IN  THE  YEAR  ENDING  JUNE  30 


AST'S  STOCK 
LEAPS  AHEAD 


JAN,  7,  91  APR,  22,  91 


DATA:  BRIDGE  IHFORMAIION  SYSTEMS  INC, 


start  in  1979,  when  Thomas  C.  K. 
persuaded  a  couple  of  friends  to  i 
their  spare  cash — $2,000  total — 
moonlight  as  electronics  consulta 
The  three  immigrants  named  the  con 
ny  AST  Associates  from  the  initials 
their  first  names  and  drew  straws 
jobs.  Yuen,  son  of  a  Hong  Kong  tej 
company  chauffeur,  became  treasu 
Albert  C.  Wong,  his  former  roommat 
Orange  Coast  College,  was  secret; 

And  Safi  U.  Qureshey,  ' 
met  Yuen  when  b 
worked  for  minicompi 
maker  Computer  Auto 
tion  Inc.,  was  president. 
■FAIRY  TALE.'  Their  big  br 
came  in  1981,  when  IBM 
troduced  the  PC.  AST  figu 
people  would  want  an  ii 
pensive  way  to  add  optic 
such  as  extra  memory 
PCs.  By  yearend,  tiny 
shipped  its  first  order 
memory  add-on  boards. 

The  check  bounced 
that  first  sale,  but  AST  s 
took  off.  "It  became  lik 
fairy  tale,"  Yuen,  now 
recalls.  "Every  month,  sj 
doubled."  In  1982,  bai 
wouldn't  give  it  cash  to 
pand,  so  the  three  partn 
raised  $50,000  by  taking 
ond  mortgages  on  th 
homes.  By  the  time  vent 
capitalists  found  AST  in  1 
and  invested  $2.4  million 
had  grown  to  $13  million 
sales.  In  1984,  it  went  put 
Today,  AST's  original  a 
on  board  business  is  aim 
a  memory,  accounting  fo 
scant  7%  of  sales.  The  res 
personal  computers — eve 
thing  from  notebooks  to  machines  t 
can  drive  huge  networks.  About  10% 
revenues  comes  from  sales  of  PCs  to  c 
er  computer  companies,  such  as  Dig 
Equipment  Corp.  and  Texas  Instrume 
Inc.,  which  put  their  own  labels  on  th( 
AST's  thousands  of  dealers — one  of 
industry's  biggest  distribution  n 
works — move  most  of  its  PCs. 

AST  has  been  gaining  in  the  stores 
cause  its  prices  are  usually  20%  to  3 
lower  than  IBM's  and  Compaq's.  But 
2,300-employee  company  also  has  pro\ 
its  technical  agility.  AST  was  one  of 
first  PC  makers  to  ship  PCs  based 
Intel  Corp.'s  top-of-the-line  80486  cl 
And  A.ST  announced  a  PC  based  on  Intt 
latest  microprocessor,  the  486SX,  ji 
one  day  after  Intel  announced  the  n^ 
chip.  Coming  this  fall:  An  AST  PC  tl 
packs  minicomputer  power. 

Low  prices  and  high  performance 
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Tlo  control  dental  insurance  expenses, 
you  liave  to  cut  more  tkan  costs. 

1  Delta  Dental,  it's  elementarv.  Cut  tlie  red  tape.  And  you'll  automatically  cut 
down  on  costs.      Tlianks  to  our  expertise  in  prc)cessing  over  20  mijlion  claims  per 
year,  we've  developed  a  cost-eflective  system  that  keeps  claims  handling  between  us 
and  your  dentists.  This  keeps  paperwork  to  a  minimum  for  your  group  and  your 
employees,  making  your  jot)  easier.  □  But  tk  ere  s  more  to  Delta  Dental  tkan  ease  of 
administration  and  cost  management  features.  I  ke  Delta  Dental  Plan  offers  a  unique 
tkree-part  system  tkat  also  includes  design  flexikility  and  106,000  dentists  in  tke 
nation's  largest  participating  network.  CD  It's  a  program  only  Delta  Dental  off  ers. 
Tkat's  wky  we  now  cover  more  tkan  20  million  people  in  23,000  groups  and  pay  more 
tkan  $2  killion  a  year  for  dental  care.  Tol  eam  more  akout  kow  your  group  can  ken -fit 
from  Delta  Dental,  call  1-800-441-3434  today.  ^Qgj'^^  DGrf^ 

Americals  Leader  In  Dental  Health  Plans. 


Subaru  Legacy  LSi  Sedan 


The  1991  Subaru  Legacy  is  built  to  avoid  bottlenecks 
congestion  and  tie-ups.  Not  necessanly  the  kind  you'll  ad 
on  the  road.  But  inside  the  car. 

Because  the  spacious  new  Subaru  Legacy™  was  dt 
signed  to  keep  people  from  rubbing  elbows,  knoclig 
knees  and  bumping  mto  each  other.  So  a  family  of  ve 
can  take  tnps  without  feelmg  cramped,  sitting  on  to  of 
each  other  or  getting  on  each  other's  nerves. 


•Available  only  on  Legacy  L£i  model  '  "Use  1991  EPA  estimated  mpg  loi  cwmpanson  The  actual  (iiileage  you  gel  wijl  probably  be  less  '  1991  Subaru  of  Amenca,  Uic 


idlVaffic  JaasInsideThe  Car. 


However,  if  you  do  happen  to  find  yourself 
ting  in  traffic  at  least  you'll  be  able  to  sit  in 
mfort.  Thanks  to  luxury  options  like  a  sumptuous  leather 
Brior*,  air  conditioning,  80  watt  AM/FM  stereo  cassette 
ck  and  a  moonroof . 

And,  while  you're  on  the  road  you  won't  find  yourself 
nstantly  pulling  off  to  fill  up  on  gas. 
'Cause  the  1991  Subaru  Legacy  gets 

We  bwlt  oar  reputation 

For 


(21) estimated  mpg  city  and  27  estimated  highway  mpg** 
What's  more,  it  offers  the  added  traction  and  handling 
of  the  world's  most  advanced  full  time  4-wheel.drive 
system  and  anti-lock  brakes.  Which  means  it's  also  built 
to  get  you  out  of  tight  spots  on  the  road. 
The  1991  Subaru  Legacy.  Because  after  all,  bumper  to 
bumper  traffic  may  be  unavoidable  for 
®  cars,  but  not  for  passengers. 
by  bmldmg  a  better  car. 

more  mfoimauon  and  your  nearest  Subaru  dealer  call  1800-284-8584. 


1  Information  Processing 

a  winning  combination  for  recession- 
weary  PC  buyers.  Corporations  are  shop- 
ping for  more  powerful  PCs  to  run  more 
complex  software,  such  as  Microsoft 
Corp.'s  Windows,  and  the  lower  prices  of 
AST's  models  make  that  easier.  "We're 
being  driven  to  look  for  value,"  says 
David  R.  Wollin,  vice-president  for  dis- 
tributed ojjerations  at  Equitable  Life  As- 
surance Society  of  America.  Equitable,  a 
longtime  IBM  buyer,  recently  added  AST 
to  its  list  of  approved  computer  makers. 
PLUG-IN  PLOY.  That's  also  a  sign  that 
years  of  effort  to  create  brand  aware- 
ness for  AST's  name  are  finally  paying 
off.  "AST  put  its  advertising  where  the 
guys  that  use  them  would  run  across 
it — airports,  bus  shelters,  taxis,"  says 
Lise  J.  Buyer,  a  Cowan  &  Co.  analyst. 

One  of  AST's  biggest  marketing  coups 
has  been  its  two-year-old  line  of  upgrad- 
able PCS.  The  idea  is  to  make  it  easy  for 
PC  owners  to  update  their  machines 
when  new  chips  come  along.  To  make  it 
work,  AST  segregates  components  that 
are  likely  to  become  obsolete — such  as 
the  microprocessor  and  memory  chips — 
onto  a  separate  circuit  board  that  can  be 
replaced  by  the  machine's  owner.  Buy- 
ers don't  have  to  worry  that  their  com- 
puters will  be  outdated  in  six  months, 

and  corporations  are  able  to  extend  their 
depreciation  periods  beyond  the  normal 
two  years,  a  significant  cost  reduction. 
"It's  a  great   marketing  ploy,"  says 
Cowan's  Buyer.  "Most  of  them  will  nev- 
er upgrade,  but  it  removes  the  reason 
for  postponing  the  purchase." 

AST  could  have  used  a  warehouse  full 
of  upgradable  PCs  a  couple  of  years  ago. 
Caught  off  guard  by  the  market's  sud- 

AST  around,  his  two  partners  suggetec 
he  leave  the  same  day.  He  did.  The 
year,  he  started  Amkly  Systems,  a  ( 
petitor.  Concedes  Yuen:  "The  out 
perceived  romance  of  the  three  part 
was  always  largely  an  illusion." 

The  strong  relationship  between  i 
remaining  two  is  not.  "We  share  i 
frustrations,  we  share  the  joys,"  !  i 
Qureshey,  40.  "It's  good  for  day-to  i 
business  stress  and  some  pers(E 
things."  To  help  limit  those  day-to  i 
pressures,  they've  installed  a  10-pei ) 
executive  committee.  The  extra  help  i- 
came  critical  as  AST  began  pushing  o^: 
seas,  opening  subsidiaries  in  Japan  ;  n 
last  month,  Dubai.  The  company  plan^ 
add  a  fourth  manufacturing  plant.  \ 

And  there  have  been  more  than  a 
personal  trials  to  share.  Qureshc 
daughter  requires  continual  medical  (» 
following  an  accident.  And  Yuen  n 
undergoes  kidney  dialysis  three  da\ 
week.  Shrugs  Yuen:  "What  other  ext 
tive  gets  15  hours  a  week  of  uninterr  it 
ed  time  to  think  about  the  business?  i 
the  company's  success  keeps  up,  tli 
may  be  an  awful  lot  of  PC  executit 
forced  to  spend  that  much  time  thinllf 
about  how  to  compete  with  AST.  | 
By  Larry  Armstrong  in  Irvine,  C\l 

The  company's  upgradable 
PCs  allay  customers'  feai's 
that  their  machines  will  be 
outdated  in  six  months 

den  preference  fi)r  machines  based  on 
Intel's  80386  chip,  AST  was  still  pumping 
out  PC  clones  based  on  the  older  80286. 
Sales  growth  came  to  a  standstill,  and 
inventories  ballooned,  but  AST  couldn't 
pare  costs  quickly  enough.  In  the  end, 
AST  lost  $10  million  over  two  quarters. 

It  also  lost  a  founder.  In  November, 
1988,  when  Wong  threatened  to  quit 
over  disagreements  about  how  to  turn 
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HEARING  THE 

VOICE  OF  THE  MARKET 

Competitive  Advantage  ttirougti 
Creative  Use  ot  Market  Information 
Vincent  P  Barabba  &  Gerald  Zaitman 
Features  a  detailed  plan  that  enables 
managers  to  make  more  frequent  and  better 
use  ot  market  Intormation, ".  should  be 
required  reading  for  all  who  seek  to  build  a 
customer-driven  business " 
—  Philip  H,  Geier.  Jr.,  Ctiairman  S  CEO. 
The  Interputjlic  Group  of  Companies 
ISBN  0-87584-241-0         $29  95 

THE  KNOWLEDGE  LINK 

How  Firms  Compete 
througti  Strategic  Alliances 
Joseph  L.  Badaracco,  Jr 
Shows  how  corporations  can  use  strategic 
alliances  to  capitalize  on  two  types  of 
knowledge  migratory  knowledge  and 
embedded  knowledge  Badaracco  looks  at 
the  numerous  opportunities  and  risks 
involved  m  entering  into  strategic  alliances. 
ISBN  0-87584-226-7         $24  95 

At  bookstores,  or  direct  from 
HBS  Press  at  1-800-545-7685. 
Mention  code  218B  and  receive 
a  15%  discount. 

Harvard  Business  School  Press 
Soldiers  Field,  Boston,  MA  02163 

Distributed  to  ttie  trade  by  McGraw-Hill,  Inc. 


THIRD  GENERATION  R&D 

Managing  the  Link  to  Corporate  Strategy 
Philip  A  Roussel.  Kamal  N  Saad, 
&  Tamara  J  Erickson 
",  an  excellent  book  and  more  pragmatic 
and  useful  than  most  publications  on  the 
management  of  industrial  R&D  " 

—  Mary  L  Good, 

Senior  Vice  President  ot  Technology. 
Allied  Signal  Inc 

ISBN  0-87584-252-6  $29,95 

SHAPING  THE  FUTURE 

Business  Design 

through  Information  Technology 

Peter  G  W  Keen 

Filled  with  comprehensive  and  practical 
advice,  this  book  describes  the  competitive, 
organizational,  economic,  and  technical 
aspects  of  using  IT  for  business  design 
"  ,,a  must-read  guide  for  the  1990s," 
—William  McGowan,  Chairman.  MCI 
ISBN  0-87584-237-2  $29.95 

PRODUCT  DEVELOPMENT 
PERFORMANCE 

strategy.  Organization,  and 
f'/lanagement  in  the  World  Auto  Industry 
Kim  B.  Clark  &  Takahiro  Fu|imoto 
"...the  most  thorough  research  study  yet 
carried  out  into  the  management  of  product 
design  and  development  in  Japan,  Europe, 
and  the  US." 

—  Christopher  torenz.  Financial  Times 
loBN  0-87584-245-3  $29.95 


look  to  the  Harvard 
Business  School  Press 
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Feel  the  Power 


The  Franklin  Utilities  Fund. 

Wo  hundred  years  ago,  in  a  thundering  storm, 
lenjamin  FrankUn  discovered  the  awesome 
ower  of  electricity. 

"oday,  it's  comparatively  easy  to  access  another 
ind  of  power  —  financial  power  —  in  the  Franklin 
Jtilities  Fund. 

'he  Franklin  Utilities  Fund  has  shown  increased 
ividends  for  the  past  18  years.  And  while  past 
erformance  cannot  guarantee  future  results,  the 
rofessionals  managing  the  fund  continue  to 
mphasize  growth  of  income  and  capital  as  a 
lajor  investment  objective. 

0  achieve  its  objective,  Franklin  managers 
xtensively  research  public  utility  and  telecom- 
tiunication  companies  for  the  fund's  portfolio. 

*ower  up  your  portfolio,  with  the  Franklin 
Jtilities  Fund! 


For  a  free  brochure,  call  your  investment 
representative  or  Franklin,  toll  free  at 

1-800-342-FUND  Ext.  349 


Franklin  Distributors,  Inc.  bwk9I 
777  Mariners  Island  Blvd.  349 
San  Mateo,  CA  94404-1585 

YES!  1  would  like  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Utilities  Fund, 
including  charges  and  expenses.  1  will  read  it  carefully 
before  I  invest  or  send  money. 

□  1  am  currently  a  Frankhn  shareholder. 
Name  


Address . 


City/ State/ Zip. 


Daytime  phone , 


F  n  A  N]  K<  1 1  Nl 

Member  $45  Billion  FrankUn  Group  of  Funds 
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TELECOMMUNICATIONS  I 


FOR  CELLULAR, 

A  SUDDEH  HANG-UP 


Faced  with  its  first  slowdown,  the  industry  is  emphasizing  service 


u; 


I  ntil  recently,  Anita  Johnson-Clem- 
ens was  addicted  to  her  cellular 
phone.  The  Minneapolis-based 
magazine  advertising  director  bought 
one  four  years  ago,  and  soon  was  re- 
turning all  her  messages  from  her  car, 
gabbing  with  friends  on  the  road — and 
racking  up  $400  monthly  bills.  Finally, 
after  charges  rose  last  year,  she  discon- 
nected. Now,  the  cellular  company  calls 
regularly  to  entice  her  back.  "They're 
very  persistent,"  she  says.  "But  I  just 
can't  justify  the  expense." 

Customers  such  as  Johnson-Clemens 
are  giving  cellular  executives  fits  these 
days — and  keeping  them  up  nights  de- 
vising ways  to  cope  with  the  industry's 
first  slowdown.  Until  1990,  cellular  com- 
panies were  primarily  concerned  with 


outbidding  each  other 
for  choice  markets.  But 
then  the  recession  hit. 
Signing  new  subscrib- 
ers became  harder,  and 
revenue  growth  slowed 
from  71';?  in  1989  to  367. 
in  1990,  to  a  total  of 
$4.5  billion.  Suddenly, 
marketing  and  custom- 
er service  have  become 
the  bywords  as  carriers 
dream  up  ways  to  find 
new  customers  and  pre- 
vent others  from  hanging  up  on  them. 

It's  not  that  the  cellular  industry  has 
tanked,  of  course.  Most  industries  would 
kill  for  the  dVa  growth  in  new  custom- 
ers that  cellular  experienced  last  year. 


CELLULAR  GROWTH: 
CALMING  DOWN 


ANNUAL 
GROWTH  IN 
SUBSCRIBERS 


On; 


'87  '88 


'90 


91  '92 

k  PERCENT  L  E5TJ 

DBA.  CELtUlAI!  FEIECOMMUNWIONS  INDUSTRY  «SSN  ,  EMCI  INC 


And  with  the  arrival  of  digital  trans,i£ 
sion  in  a  couple  of  years,  carriers  ai 
expect  a  new  surge  in  growth.  But'o 
now,  revenues  are  growing  more  sld 
than  lenders  and  investors  were  cm 
ing  on  when  they  poured  billions  iiitdri 
young  industry.  This  year  and  next,  il 
scriber  growth  will  be  below  40' ' ,  •( 
diets  E.MCI  Inc.,  a  Washington-based  e 
lular  market  researcher.  In  recesMj 
battered  New  England,  growth  is  nou 
the  single  digits. 

What  is  worse, 
subscribers  use  cell 
less:  In  PacTel  0 
lar's  West  Coast  ter 
ry,  monthly  revenue 
subscriber  fell  to 
the  first  three  moi 
of  the  year,  from  $1 
year  ago. 

'SAVE  TEAM.'  The  Ci 

ers'  first  priority 
keeping  customers  f 
dropping  out.  So 
this  year,  subscril 
are  disconnecting  at  a  rate  of  about 
per  year,  compared  with  247c  a  year 
says  Bear,  Stearns  &  Co.  analyst  1 
neth  M.  Leon.  Bell  Atlantic  Mobile 
tems  says  its  "save  team"  now  ret^ 


of  disconnecting  customers, 
irriers  also  are  trying  to  get 

2  revenue  from  existing  cus- 
ers.  Since  McCaw  Cellular 
munications  Inc.  stepped  up 
rts  to  sell  voice  mail  in  Janu- 

the  company  says  that  in 

3  cities  as  many  as  60%-  of  its 
omers  have  signed  up.  Using 
service  increases  calling  time 
5  to  20  minutes  a  month,  on 
age,  McCaw  says, 
lere's  also  an  emphasis  on 
3  corporate  accounts.  Some 
2  companies  have  hesitated  to 
cellular  in  a  big  way  because 
iers  offered  only  localized  bill- 
which  makes  cost  control  dif- 
t.  So  in  February,  McCaw  be- 
offering  one  nationwide  bill 
i  company's  cellular  calls, 
it  many  corporations  are  feel- 
the  economic  pinch,  too.  In 
idelphia,  Metrophone  says  us- 
fell  10%  in  March,  mainly  be- 
e  of  corporate  cutbacks.  Chi- 
t's Kemper  Financial  Cos.  has 
:he  number  of  cellular  phones 
•,es.  Meanwhile,  competition  for  cor- 
,te  accounts  is  becoming  cutthroat, 
of  us  are  chasing  the  same  types  of 
.omers,"  concedes  McCaw  Vice- 
irman  Wayne  Perry. 


McCAW'S  LIN  IS 
POURING 
MONEY  INTO 
NEW  CAPACITY 


Signing  any  customer  is  costly.  Ana- 
lysts say  about  half  of  the  $600  "to  $900 
in  marketing  expense  for  snagging  each 
customer  goes  to  commissions  to  outside 
agents.  Says  Earle  Mauldin,  BellSouth 


Corp.'s  cellular  president:  "We 
need  to  find  a  cheaper  way."  In 
the  past  few  months,  carriers 
such  as  U.  S.  West  Inc.'s  New- 
Vector  Group  Inc.  have  begun  to 
reduce  up-front  commissions  to 
agents.  Instead,  they  pay  residu- 
als based  on  customer  usage. 
SWAPPING  STOCK.  Perhaps  most 
eager  to  find  growth  are  McCaw 
Cellular  and  LIN  Broadcasting 
Corp.  McCaw  bought  52%  of  LIN 
in  1990  and  together  they  are  pay- 
ing interest  on  $4.8  billion  in  debt. 
In  addition,  they're  spending  $170 
million  to  replace  cellular  switch- 
es in  New  York  and  the  North- 
west. To  deleverage  its  balance 
sheet  some,  McCaw  recently  sold 
$360  million  worth  of  cellular 
properties  and  swapped  stock  for 
some  of  its  debt. 

But  it  will  take  more  than  a 
cleaner  balance  sheet  to  deal  with 
the  cellular  industry's  first  reces- 
sion. Instead  of  simply  taking  or- 
ders for  service,  carriers  are  find- 
ing that  they  must  offer  the  kind 
of  service  that  will  keep  customers  on 
the  air. 

By  Robert  D.  Hof  in  San  Francisco,  with 
Julie  Amparano  Lopez  in  Philadelphia 
and  Chuck  Hawkins  in  Atlanta 


Cutting  through  the  red  tape 

means  having  your  claims  processed 
quickly,  accurately  and  consistently  on  a 
single  national  claims  processing  system.  It 
means  maintaining  membership  files  and 
claims  history  on  a  central  system.  It  means 
having  one-source  access  to  employee 
utilization  data.  It  means  having  that  dota 
customized  and  presented  to  suit  your 
needs.  It  means  working  flexibly  with  all 
aspects  of  national  provider  networks.  It 


means  a  new  integrated  claims 
processing  system  for  Blue  Cross 
and  Blue  Shield  Notional  PPO  and  Point 
of  Service  Networks.  If  you're  a  large 
employer  with  locations  in  two  or  more 
states,  or  a  benefits  consultant,  you 
con  find  out  what  else  our  'ized 
Claims  Processing  Systeni  ii!  ,.;ns  to 
you  by  calling 
John  Kibler  at 
1-800-426-2583. 


Blue  Cross 
Blue  Shield 


evelopments  to  Watc 


EDITED  BY  WILLIAM  D 


A  RECIPE  FOR  PLASTIC  THAT'S 
MIGHTIER  THAH  STEEL 


H 


lere  s  a  challenge: 
IXn"  to  make  ordi- 
nary soda-bottle  plastic 
stronger  than  steel.  Re- 
searchers at  the  Univer- 
sity" of  Massachusetts  at 
Amherst  say  they  have 
converted  simple  polyeth- 
ylene into  ultralight  fi- 
bers that  by  weight  are 
seven  times  stronger 
than  steel.  Polymer  sci- 
entist Roger  S.  Porter 
says  the  fibers  could  be 
used  in  applications  such 
as  strong,  lightweight  doors  for  cars,  bulletproof  armor,  inert 
surgical  implants,  and  even  sails  for  America's  Cup  yachts. 

The  key  is  the  way  the  molecules  are  arranged.  In  ordinaiy 
polyethylene,  they're  randomly  placed.  But  Poiter  reorganized 
the  molecules  so  they  are  nearly  perfectly  aligned.  That  makes 
the  fibers  translucent,  stiff,  and  light.  Then,  they  can  be 
woven  or  combined  with  other  materials  to  make  composites. 

Porter  used  a  dry  extrusion  process  that  doesn't  require 
toxic  solvents  or  other  wet  ingredients.  So  far,  Du  Pont  Co. 
has  patented  part  of  that  process,  and  other  chemical  compa- 
nies are  interested  in  manufacturing  the  superstrong  fiber. 


FAKE  FAT  AS  FILLIHG 
AS  THE  REAL  THIHG 


Procter  &  Gamble  Co.'s  fat  substitute,  olestra.  offers  the 
ultimate  dietary  self-indulgence:  It  feels  and  tastes  like 
fat  but  is  not  digested  or  absorbed  by  the  body.  But  will 
dieters  crave  real  fat  even  after  snacking  on  olestra-based 
foods?  A  new  study  sponsored  by  the  National  Institutes  of 
Health  and  Procter  &  Gamble  suggests  not.  Scientists  at 
Johns  Hopkins  University  and  P&G  fed  volunteers  breakfast 
biscuits,  some  made  with  olestra,  then  monitored  their  meals 
for  two  days.  Those  who  unknowingly  ate  the  fat  substitute 
didn't  react  by  eating  more  fat  in  later  meals.  Instead,  they 
made  up  the  calorie  difference  by  eating  more  carbohydrates. 

"The  study  shows  that  olestra  may  help  reduce  the  amount 
of  fat  consumed  by  average  Americans  while  increasing  their 
consumption  of  carbohydrates."  says  Barbara  J.  Rolls  of 
Johns  Hopkins.  But  not  for  a  while:  Olestra  has  yet  to  be 
approved  by  the  Food  &  Drug  Administration. 


OPTICAL  COMPUTERS 
ARE  WELL  WITHIH  SIGHT 


Researchers  trying  to  develop  ultraswift  computers  have 
had  high  hopes  for  optical  systems.  These  would  replace 
the  data-carr>'ing  electrons  used  in  today's  machines  with  pho- 
tons, which  travel  at  the  speed  of  light  and  can  move  even 
more  data.  Researchers  at  Sandia  National  Laboratories  have 
developed  an  optical  system  that  recognizes  visual  patterns 
much  faster  than  conventional  supercomputers  can. 

The  prototype,  developed  from  missile  guidance  work,  uses 
a  so-called  acousto-optic  image  correlator  that  can  compare  a 
live  video  scene  with  256  stored  image  "templates"  and  deter- 


mine within  a  second  whether  a  pattern  is  present.  The 
encodes  live  video  information  into  sound  waves,  which  in 
interact  with  photons  earning  the  stored  template  data, 
result,  thousands  of  points  from  the  two  images  are  comp 
simultaneously. 

Because  optical  systems  draw  much  less  power  than 
tronic  computers,  researchers  are  confident  they  can  s 
the  system  to  shoebox  size.  Project  supenisor  K.  Terri- 
er believes  that  commercial  uses— such  as  robot  vision 
terns — mav  be  three  to  five  vears  awav. 


PROSTATE  CAHCER: 
SOUNDING  AN  EARLY  ALARM 


} 


Prostate  cancer,  the  most  common  cancer  in  men  ove: 
kills  30.000  a  year.  One  reason  is  that  men  don't  us 
get  checked  for  the  disease  unless  they  experience  s\Tnptfc 
such  as  painful  urination.  By  then,  the  cancer  has  sp' 
beyond  the  prostate  in  70'c  of  patients.  According  to  a  stui 
TTie  New  England  Journal  of  Medicine,  a  blood  test 
soon  make  it  possible  to  detect  the  cancer  much  earlier. 

The  study,  conducted  by  researchers  at  Barnes  Hospital 
Washington  University  School  of  Medicine  in  St.  Louisi' 
volved  a  10-minute  test  that  measures  bloodstream  leve 
prostate-specific  antigen  (PSAi,  a  protein  produced  by  the 
tate  gland.  Because  psa  levels  seem  to  increase  as  the  dis! 
advances,  the  test  can  predict  more  accurately  and  e; 
which  men  have  the  cancer  than  can  rectal  exams  or 
sound,  the  usual  diagnostic  tests.  Without  the  blood  test, 
AQ^'c  of  the  cancers  found  during  the  study  would  have 
missed.  In  patients  with  mildly  elevated  PSA  levels  who  I 
cancer,  the  disease  was  localized  and  therefore  curable. 

"We'd  like  to  see  all  men,  beginning  at  age  50,  have 
PSA  levels  checked  annually  as  a  screening  test  for  pro 
cancer,"  says  Dr,  William  J.  Catalona.  head  of  urologic 
gen"  at  Washington  Univei-sity. 


SPRINKLING  SAWDUST 
OVER  TROUBLED  WATERS 


Every  year,  hundreds 
of  millions  of  gallons 
of  crude  oil  spill  into  the 
world's  oceans — fouling 
coastlines  and  killing 
birds  and  sea  life.  Thom- 
as B.  Reed,  a  professor 
at  the  Colorado  School  of 
Mines  in  Golden,  has  a 
solution:  sawdust.  Reed 
and  business  partner 
William  L.  Mobeck  have 
devised  a  proprietary 
heat  treatment  that  mod- 
ifies the  porous  structure 
of  sawdust  so  that  it  absorbs  oil  and  repels  water. 

The  oil-sopping  product,  called  Sea  Sweep,  can  be  applieu 
a  blower  or  dropped  from  planes  in  breakaway  bags.  One 
of  Sea  Sweep  can  absorb  at  least  1.000  to  1,.500  gallons 
crude.  Reed  says.  And  after  drinking  its  fill.  Sea  Sweep  c 
geals  into  balls  that  float  on  the  surface  and  can  be  suctio 
up.  then  burned  as  industrial  fuel.  A  Denver  company, 
Sweep  Inc.,  will  market  the  product,  which  should  soon 
available  for  around  SI, 800  a  ton.  Besides  tackling  spills, 
Sweep  could  be  used  to  fill  the  void  between  the  hulls 
double-hulled  tankers  to  try  to  capture  crude  before  it  lea 
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HE  SUPERCOLLIDER: 
rS  CRUNCH  TIME 


th  the  tab  hurtling  skyward,  Congress  takes  another  hard  look 


ty  smashing  protons  together  with 
titanic  force,  the  mammoth  parti- 
cle accelerator  known  as  the  Su- 
;onducting  Supercollider  (SSC)  is  sup- 
ad  to  help  physicists  unlock  the 
pest  mysteries  of  matter — perhaps 
very  nature  of  the  universe  itself. 
$8.25  billion  machine  will  transform 
farmland  near  Waxahachie,  Tex., 
'  the  premier  world  center  for  high- 
rgy  physics.  But  long  before  it  can 
sh  its  first  proton,  the  supercollider 
;s  a  tougher  challenge:  winning  the 
;le  of  the  budget.  A  small  but  Meter- 
ed group  of  lawmakers  wants  to  de- 
the  project  now,  before  engineers 
in  digging  the  SSC's  huge  tunnel, 
fearly  everyone  agrees  that  the  proj- 
wili  have  a  big  scientific  payoff,  but 
question  is,  at  what  price?  "As  soon 
you  hear  the  words  "secrets  of  the 
,'erse,'  hang  on  to  your  wallet,"  says 
jtime  critic  Rustum  Roy,  profes- 
sor of  materials 


PERCOLLIDER 
ST  ESTIMATES 

1988 

$4.4 

BILUON 

ENERGY  DEPT. 


science  at  Penn- 
sylvania State 
University.  Sure 
enough,  the  Ener- 
gy Dept.'s  offi- 
cial estimate  has 
nearly  doubled 
since  the  original 


1990 


$8.25 

BILLION 

ENERGY  DEPT. 


1988  quote  of  $4.4  billion.  That's  partly 
the  result  of  a  decision  to  make  the  col- 
lider more  powerful  by  enlarging  its 
8,652  dipole  magnets,  which  will  guide 
the  SSC's  high-energy  proton  beams 
around  the  collider's  54-mile-long  ring. 
And  not  everyone 
believes  the  official 
estimate — notably 
some  officials  at  the 
Office  of  Manage- 
ment &  Budget.  Last 
fall,  for  instance,  an 
independent  Energy  Dept.  panel  pegged 
the  SSC's  cost  at  more  than  $11  billion. 
PREMATURE?  Nonetheless,  the  SSC's 
backers  on  the  Hill  and  in  the  Bush  Ad- 
ministration are  forging  ahead.  They're 
stepping  up  their  lobbying  and  trying  to 
boost  the  project's  budget  for  fiscal  1992 
to  $534  million,  up  from  $243  million  this 
year.  That  would  let  construction  start 
in  earnest,  keeping  the  U.  S.  ahead  of  a 
planned  European  supercollider  in  Gene- 
va. Opponents  argue  that  the  SSC  will 
soak  up  funds  better  spent  elsewhere. 
"There's  a  lot  of  competing  good  sci- 
ence," says  Representative  Sherwood  L. 
Boehlert  (R-N.  Y.),  who  had  tried  to  nab 
the  machine  for  New  York  State.  "I'm 
not  sure  this  measures  up." 

Foes  are  pinning  their  arguments  on 


1990 


$11.3 

BILLION 

INO^  ENERGY 
DEPT  PANEL 


an  investigation 
that  was  launched 
by  the  long-dor- 
mant House  sci- 
ence, research,  and 
technology  over- 
sight subcommit- 
tee, which  is  con- 
trolled by  two  SSC 
skeptics,  Chairman 
Howard  Wolpe  (D- 
Mich.)  and  ranking 

Republican  Boehlert.  They  have  ordered 
a  sweeping  probe — with  results  due  this 
spring — of  the  Supercollider's  cost  esti- 
mates and  scientific  payoff.  "We  want  to 
see  if  the  race  to  construction  was  pre- 
mature," says  Wolpe, 

Already,  Energy  has  begun  building  a 
magnet  development  lab  outside  Waxa- 
hachie, hired  1,050  scientists  and  staff, 
and  bought  thousands  of  acres  needed 
for  the  collider's  main  ring,  which  will  be 
buried  150  feet  deep.  It  has  also  tenta- 
tively picked  the  design  for  one  of  the 
two  huge  general-purpose  detectors  that 
will  try  to  make  sense  of  the  maelstrom 
of  particles  created  as  the  machine 
forces  proton  streams  to  collide. 

Now,  particle  physicists  are  debating 
whether  they  should  make  a  change  to 
increase  the  size  of  the  so-called 
quadrupole  magnets,  which  will  focus 
the  collider's  proton  beams.  Larger  fo- 
cusing magnets  would  build  in  the  po- 
tential for  extra  performance — so  scien- 
tists could  eventually  push  the 
accelerator  to  energy  levels  far  beyond 
its  original  design  limits.  But  that  could 
add  about  $100  million  to  the  cost,  and 
officials  are  reluctant  to  do  that.  "We 
will  build  the  SSC  for  $8.25  billion," 
says  SSC  Director  Roy  F.  Schwitters. 
"We  won't  come  back  and  ask  for  more 


rS  ALL 

i  THE  MAGNETS   

t  the  heart  of  the  SSC  are  nearly 
11,000  superconducting  mag- 
nets  laid  end  to  end  that  will 
oduce  powerful  magnetic  fields, 
lese  will  speed  two  streams  of  pro- 
tis  around  the  machine  in  opposite 
•ections  at  nearly  the  speed  of  light, 
le  idea  is  to  smash  the  proton  beams 
gether  in  a  cataclysmic  collision  echo- 
y  the  Big  Bang  itself.  This  will  create 
whirlwind  of  exotic  particles  that 
ly  help  scientists  identify  the  myste- 
)us  dark  matter  that  comprises  90/! 

the  universe  and  develop  the  so- 
iled Theory  of  Everything,  an  expla- 


TESTING  A 
PROTOTYPE  AT 
BROOKHAVBfl 


nation  for  all  the  forces  in  nature. 

It  all  depends  on  the  magnets.  Be- 
cause they  operate  in  series,  like  old- 
fashioned  Christmas-tree  lights,  one 
bad  one  could  shut  the  SSC  down. 


That's  why  scientists  worried  when 
some  early  prototypes  failed  to  carry 
enough  current.  The  reason:  The  huge 
magnetic  fields  create  stresses  that 
can  move  parts  of  the  magnet.  The 
resulting  friction  creates  enough  heat 
to  destroy  its  superconducting  ability — 
a  phenomenon  known  as  quenching. 

So  physicists  redesigned  the  mag- 
nets, increasing  their  size  and  cost.  In 
recent  experiments,  test  magnets  have 
carried  more  than  the  required  current. 
"They  are  coming  along  very  well," 
says  SSC  Director  Roy  F.  Schwitters. 
Next,  Brookhaven  National  Laboratory 
will  build  a  full-scale,  16-meter-long 
magnet  for  trials  in  October.  Then  will 
come  the  biggest  test  of  all:  mass-pro- 
ducing magnets  that  work  as  well  as 
hand-built  prototypes  do. 

By  John  Carey  in  Washington 
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Now  you  can  build  a 
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even  a  business  of 
your  own,  in  computer 
programming 

Now.  with  NRJ's  innovalrve  new  training  in 
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rcprodoctioDS  of  23  works 

by  Frederic  Rcmingtoo 
FREE  COLOR  CA  TALOG 
Hotintain  Ibn   HT:  29*  $695 

MUNYON  &  SONS 

1 1 19  Waveily  Hts.  Dt.,  Thousand  Oaks,  CA  91360 
FAX  1  805  496-7842 
VISA/MC/AM  EX  1  800  289-2850 
FREE  SHIPPINGSAVSFACTION  GUARANTEED 


Corporate  Gifts 


IMAGE 
BUILDERS 


PROMOTE  YOUR  LOGO  ON... 


EMBROIDERED 
CAPS  AS  LOW 
AS  $4.29 
IMPRINTED 
CAPS  AS 
LOW  AS 
$2.89 


CALL  FOR  FREE  CATALOG 


The  Corporate  Choice 
800-792-2277 
In  CA  800-826-8585 

3952  Point  Eden  Way 
Hayward,  CA  94545 


Wine  Cellars 


WINE  CELLARS  BY 


28  HANDMADE  WOOD  MODELS  ♦  1 14  TO  3400  BOTTLES  ♦MAbE  in  us  A 

'        ^  FACTORY  DIRECT  TO  YOU  "'^^TscovTr^^" 

YOUR 
COST 
SI  695 
1995 
1795 
995 
1195 
1995 
2995 

Designers' non  wood  model  60  bottle  glass  door  899  659 

VinOtemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  61 6 1  E)  ♦  Los  Angeles,  CA  90061 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

440 

Upright 

400 

S2495 

700 

Upright 

600 

2995 

296 

Credenzd 

280 

2695 

114 

Compact 

114 

1396 

230 

Two  Doors 

230 

1795 

700FUR 

Fur  Vault 

8  to  10  Furs 

2995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

Financial  Services 


THE  TELOFUND  REPORT 

5  Teir  Annualized 

46% 

Fidelity 

38% 

Vanguard 

TeloPund  is  a  weekly 
Switch  Hotline  usine 
an  extensively  tested 
computer  model. 

Free  Report 
800-828-2219 

Atlanta,  Ga. 

Learn  to  Manage  Your  Money  Now 

Step  by  step  guide  to  set  up  your  own 
personalized  rrxxiey  management  system 
Includes  money  saving  tips  and  budget 
manag^enl  techniques 
$15  95plus$3  60S&H 
Send  check  or  mtxiey  cyder  to 
Facilities  &  Financial  Systems.  Inc. 
P.O.  Box  196 
Winfield,  PA  17889 


INSIDER 
BUY 

Insiders  are  buying 
only  one  of  these  stocks 
. . .  and  dumping  all  the  rest 

Baxter  Intl.  McDonalds 

Citicorp  Microsott 

General  Motors  Mips  Computer 

Hewlett-Packard  Proctor  &  Gamble 

Call  ttie  Insiders  Hot  Line  now  and  re- 
ceive our  "Buy  Favorite  of  the  Month" 
-  absolutely  free.  ( It  vi/ill  be  read  to 
you,  in  person,  right  on  the  phone; 
operators  are  standing  by.) 

IT'S  FREE! 
So  is  the  caU:  800-327-6720 

N02106 


Financial  Services 


ASK  FOR  on 


«  PEACE  LIST 


OFSTOCKS! 


CO 


If  you  expet  I  WORLD  PEACE,  you  mijihl  expecl  a  BOOMI.NG 
ECONOMY  and  possibly  Ihe  GRE,\TEST  BI  LL  MARKET 
EVER! 

We  ihink  lhai  after  a  short  Iransiiion  we  will  enter  Ihe 
best  limes  in  human  history.  And  that  Ihe  best  plac-e  lo 
live  in  Ihe  world  will  t»e  Ihe  linited  States. 

We  put  together  our  "PEACE  LIST"  of  slocks— some 
of  whic  h  we  hope  you  will  still  own  when  you  are  »5 
years  old. 

Most  of  our  selet'lions  are  service  companies  that  make  their 
living  by  offering  SAVINGS  lo  their  customers.  In  Ihe  past  they  gen- 
erally prospered  both  in  gocKl  limes  and  bad.  why?  Because  in  bad 
limes  their  clients  were  even  more  eager  for  the  SAVI.N(;s  of  lered. 


Andrew  Lanyi 


THE  LANYI  DIVISION 
_  ^  ^  OF  L.\DENBl'RG,  THALMANN  k  CO,  INC. 

I  BWKl 

540  Madison  Avenue,  .New  York,  .NY  I0022 
Call  Toll  Free  l-800-526-940l:  in  .New  York  City  2I2-940-0272 

Please  send  me  your  "PEACE  LIST"  of  stocks! 


.  0<x  upation . 


Address  _ 
Citv  


./ip. 


.  Home  Phone: 


Bus.  Phone:  

My  stock  holdings  total: 

C  over  SI  million      L    $3.>(>.(MM)  to  si  million      □  under  S2.';o.(MM> 

rht-rf  IS  n  sKir  iil>(it^  n  Inn  v^*.  \mII  nni  hnniK  int|iiirit-s  m  iihoiii  .1  phonr  iiiimlM-r 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
1-800-424-3090 
(312)337-3090 
OR  WRITE: 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Health/Fitness 


PAMPER  YOUR  BACK 


Treat  yours  to  the  fabulous 
ORTHOPm  mSAG[  CUSHION 

•  Perfect  tor  tired  backs  and  stiff  necks 

•  Firm  lumbar  support  for  lower  backs 

•  Sootfiing  massage  action  with  pusfi  button  control 

•  Soft  corduroy  shell/tfiick  polyuretfiane  foam  filler 

•  For  car,  offrce  or  liome  (carrying  case  included) 

Just  $29.9S  +  $2.00  shipping  (batteries  not  included). 
Buy  two  and  save!  2  for  $54.9S  +  $3.00  stiipping. 

Send  cfieck,  or  order  by  phione 
Advance  Fitness 

544  Ygnacio  Volley  Road,  Suite  CI 35.  Walnut  Creek,  CA  94596 


Visa  or  Mastercard,  call  1  •800»955»5287 


Office  Supplies/Equipment 


Why  have  over  20,000  American  businesses  started  buying 
office  supplies  from  Wholesale  Supply  Company? 

Take  a  kxik  al  a  small  sample  ol  iiur  pncing  and  set  how  much  you  should  be  savmg. 


HP  1-aser  11  Caitndge 

$74.99 

Maxell  5.15"  DSDD  Disk,Bx/IO 

5.24 

1"  Ring  Binder 

89 

Slandjrd  Staples,  B\ 

became  we  offer  more  for  a  whole  lot  less! 

WHOiJ^SAIJs  Call  now  for  a  free  catalog. 

WholesaJe  Supply  Company  sells  only  to  businesses,  government  agencies,  schools,  and  institutions. 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 


•  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


BackSaver  [^gl^^-,, 

25  Mfity  Aw.,  DmI.  BWE,  Holfatoo.  MA  01746 


Business  Services 


RESEARCH  REPORTS 

19,278  academic  topics  available' 
Send  $2  00  for  the  306  page  ca 
talog  Custom-written  reports  also 
available  Research  Assistance, 
11322  Idaho  Ave  #206BF,  Los  An- 
geles, CA  90025  Toil-Free  Hotline 
800  351-0222  (California  213- 
477  8226) 


RUNNING  ft  GOLF  EVENT? 
HERE'S  VRLURBLE  HELP 


Over  170  tee  prizes,  favors,  awards  — 
65  Items  lor  your  own  special  impnnt 
FREE  CATALOG-CALL  OR  WRITE  TODAY 
800-334-7757     The  Goit  People 
Dept  D 

Ask  tor  Dept  B     72i5  Pebblecreek  Rd 
AK,  HI  w  Bloomtield. 

call  313-851-4597   Ml  48322 


ITPAYSTOADVERTIS 
IN  THE  BUSINESS  WEE 
MARKET-PLACE 


The  Business  Wei 
Market-Place  Section  is 
special  advertising  featu 
appearing  in  the  first  issi 
of  each  month.  Tt 
Market-Place  provides  < 
ideal  'Showcase'  for  a 
vertisers  who  ha\ 
products  or  services  th 
appeal  to  Busine; 
Week's  more  than  6.2  m 
lion  responsive  readers 


For  rates  and  information  write 

BUSINESS  WEEK 
MARKET-PLACE 
100  East  Ohio  St.,  Suite  63: 
Chicago,  IL  60611 
or  call  (31 2)  337-3090 
or  FAX  (312)  337-5633 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage.  Join  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


3y  unless  everyone  agrees  to  il." 
lyond  the  cost  issue,  critics  say  the 
;ct  probably  can't  comply  with  two 
isos  Congress  imposed  when  it  gave 
iSC  a  green  light.  At  least  a  third  of 
financing  was  supposed  to  come 
I  nonfederal  sources,  and  the  accel- 
)r  wasn't  supposed  to  siphon  money 
1  other  science  projects.  In  the  heat- 
)mpetition  in  1988  to  win  the  project, 
IS  prevailed  over  rival  states  by 
eing  to  put  up  $1  billion,  which 
3S  $2  billion  more  to  come  from  oth- 
)urces.  Deputy  Energy  Secretary  W. 
son  Moore  and  .SS('  officials  have 
1  talking  up  the  supercollider's  po- 
ial  benefits  to  international  science 
rattling  a  tin  cup  in  Europe  and 
— to  no  avail  so  far. 
HONEST.'  The  Administration  now 

that  other  countries  won't  pitch  in 
1  the  U.  S.  shows  its  resolve  by  mov- 
ahead.  But  even  that  may  not  be 
igh.  One  attraction  for  foreign  coun- 

would  be  having  their  industry 
\  some  of  the  SSO's  components.  But 
3  powerful  members  of  Congress, 
1  as  Senate  Energy  Committee 
rman  J.  Bennett  Johnston  (D-La.), 
t  that  no  foreign  companies  be  al- 
'd  to  build  high-tech  components  for 


\ 


the  SSC — even  though  Schwitters  ac- 
knowledges that  the  U.  S.  lags  behind  in 
some  areas  of  advanced  magnet  technol- 
ogy. "We  have  to  show  there  will  be 
reasonable  foreign  participation  or  be 
honest  enough  to  debate  whether  or  not 
we  really  need  it,"  concedes  Representa- 
tive Joe  Barton  (R-Tex.),  whose  district 
is  home  to  the  SSC. 

Few  legislators  be- 
lieve that  the  Energy 
Dept.'s  other  promise 
will  be  fulfilled,  either. 
To  get  their  big  1992  in- 
crease, SSC  backers  will 
have  to  fight  off  the 
competing   claims  of 
other  worthy  projects, 
many  of  which  have 
powerful  advocates.  In- 
creasingly, for  example, 
Corporate  America  is 
asking  that  federal  re- 
search-and-development  dollars  be  spent 
on  commercial  technologies  such  as  ad- 
vanced materials  and  semiconductors. 
"Unless  we  take  care  of  the  commercial 
well-being  of  the  country  first,  we  won't 
have  the  funds  to  do  the  prestige  proj- 
ects," warns  George  M.  C.  Fisher,  chair- 
man and  CEO  of  Motorola  Inc.  and  chair- 


A 


There  are 
supercollider 
contracts  in  44 
states — a  little 
pork  for  everyone 


man  of  the  business-funded  Council  on 
Competitiveness.  Council  officials  sug- 
gest slowing  funds  for  the  collider. 

Still,  critics  don't  expect  to  stop  the 
project  this  year.  The  Energy  Dept.  has 
spread  8,759  SSC  contracts  among  compa- 
nies in  44  states — a  little  pork  for  every- 
one. And  the  Texan-in-Chief  in  the  White 
House  and  the  powerful 
|/  Texas  delegation  on  the 
Hill  are  still  strong 
backers. 

So  as  the  1992  budget 
winds    through  Con- 
gress, the  most  likely 
result  is  a  familiar  sce- 
nario: As  it  often  does 
with  defense  or  space 
projects.  Congress  is 
likely  to  slow  the  pace 
of  the  SSC,  trimming  the 
annual  cost  and  ducking 
major  decisions.  Trou- 
ble is,  every  year  of  delay  drives  up  the 
cost,  increases  the  chances  that  top  sci- 
entists will  leave,  and  handicaps  the 
U.  S.  in  the  race  to  solve  the  mysteries 
of  matter.  If  that  happens,  the  U.  S. 
might  spend  billions  and  still  lose  one  of 
science's  biggest  prizes. 

B/j  John  Carey  in  Washington 


Gain  A  Financial  Advantage  With  The 
McGRAW-HILL  BOOKSTORE 


USINESS  WEEK'S  ANNUAL 
ITDE  TO  MUTUAL  FUNDS 

y  Jeffrey  M.Laderman 

lear,  practical  guidance  on  investing 
ccessftilly  with  all  types  of  mutual  funds 
•  including  the  latest  performance  ratings 
)m  Business  Week's  acclaimed 
»reboards! 

W  'ISBN  (M)7-035765-X  •  $24.95 
ibiished  by  McGraw-Hill 


THE  QUEST  FOR  VALUE 
A  Guide  for  Senior  Managers 

By  G.  Bennett  Stewart,  III 

A  stimulating,  insightful  guide  to  innovative 
strategies  for  creating  corporate  and 
sharefiolder  value,  as  well  as  a  framewort; 
for  the  broadest  possible  range  of  corporate 
da'ision  making. 

7HI  pages  'ISBN  0-887304 1 84  •  $39.95 
Published  by  HarperBusiness/A  Division  of 
HarperCollins  Publishers 


FINANCIAL  STATEMENT 

ANALYSIS 

A  Practitioner's  Guide 

By  Martin  S.  Fndson 

A  vital  resouR'e  for  correctly  reading  and 
interpreting  financial  statements  —  balance 
sheets,  income  statements,  and  statements 
of  cash  flow  —  in  order  to  make  accurate 
credit  evaluations  or  investment  decisions. 

2SS  pages  ♦  ISBN  047 1  -601 73-X  •  $49.95 
Published  by  John  Wiley  &  Sons,  Inc. 


'vest  lor 
Value 


')!' 


Serving  Today's  Professionals 


Clip  or  copy  this  coupon  and  lax  or  mail  to 

McGraw-Hill  Bookstore.  1221  Avenue  of  the 

Americas,  New  York,  NY  10020 

Tel.  212-512-4100  Fax:  212-512-4105 

Fax  or  phone  orders  delivered  within  10  days' 

YES'  Please  rush  me 

Oty 

 Business  Week's  Annual  Guide  to 

Mutual  Funds 

(0-07-035765-X)  @  $24  95 

 The  Quest  for  Value 

(0-88730-418-4)  @  $39  95 

 Financial  Statement  Analysis 

(0-471 -601 73-X)  @  $49  95 

 The  Arthur  D.  Little  Forecast  on  Infor- 
mation Technology  &  Productivity 
(0-471-52511-1)  @  $32  95 


THE  ARTHUR  D.  LITTLE 
FORECAST  ON  INFORMATION 
TECHNOLOGY  &  PRODUCTMTY 
Maidng  the  Integrated  Enterprise  Wori< 

By  Norman  Weizer 

The  business  information  systems  "Bible" 
of  the  1990s  —  including  guidelines  for 
organizing  and  designing  an  integrated 
information  system  for  your  business. 

288  pages  •  ISBN  (Ml  1  -515 1 1  - 1  •  $32.95 
Published  by  John  Wiiey  &  Sons,  Inc. 

Check,  money  order,  or  credit  card  only  ^1 
J  Visa  J  AMEX  Zl  MasterCard 


Card  # 


_Exp.  Date  _ 


Name , 


Address. 


City. 


State 


-Zip. 


Please  add  applicable  sales  lax,  plus  $2  50  lot  U  S 
postage  and  handling 

BWD-59^ 


The  McGraw-Hill  Bookstore— AH  the  best  books  from  all  the  best  publishers 
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Computers 


BEFORE  YOU  LEAP 
FOR  A  LAPTOP . . . 


If  you're  one  of  the  1.5  mil- 
lion Americans  who  plan  to 
buy  a  laptop  computer  this 
year,  brace  yourself.  In  the 
past  12  months  or  so,  the  com- 
puter industry  has  produced  a 
mind-boggling  array  of  porta- 
ble computers  in  all  sizes,  pow- 
er levels,  and  prices.  The  good 


top"  that  packs  PC  power  into 
an  11-ounce  package.  None  of 
this  has  slowed  market  leader 
Toshiba:  It  has  just  introduced 
one  of  the  first  laptops  with  a 
color  screen,  the  T3200SXC  at 
$8,999. 

Buying  a  laptop  isn't  so  dif- 
ferent from  buying  a  car.  Be- 


10  pounds  these  days,  to  the  6- 
pound  notebook  to  the  tiny 
palmtop,  which  can  weigh  in  at 
under  1  pound. 

Even  the  largest  and  heavi- 
est laptops  can  be  adequate  if 
you  don't  do  a  lot  of  traveling. 
For  instance,  in  New  York  and 
Tokyo,  where  space  is  at  a  pre- 


NOTEBOOK 

A  lot  like  laptops — but  smaller  and  lighter.  The  Tandy's  low  price  is  a  big  selling 
point.  For  more  power,  there's  the  AST.  Other  popular  models:  Compaq's  LTE  line, 
with  new  low  prices,  and  NEC's  UltraLite. 
New  and  hot:  Texas  Instrument's 
TravelMate  2000.  and  DeU's  320N 


TANDY'S  1500  HD  $1,999 


AST  PREMIUM  EXEC  386SX/20  $2,995 


news  is  that  there's  a  laptop 
out  there  for  you.  The  bad 
news  is  that  it's  not  going  to  be 
easy  to  figure  out  which  one  it 
is. 

Things  will  only  get  more 
confusing  as  the  year  goes  on. 
In  the  past  few  weeks,  several 
U.  S.  computer  makers,  includ- 
ing IBM  and  American  Tele- 
phone &  Telegraph,  have  added 
laptops  to  the.)'  product  lines, 
challenging  the  .(apanese  com- 
panies that  dominate  the  mar- 
ket. The  latest  comes  from 
Hewlett-Packard,  which  an- 
nounced on  Apr.  23  a  "palm- 


fore  you  write  a  check  for  thou- 
sands of  dollars,  you  have  to 
decide  whether  you  need  a  sta- 
tion wagon  or  a  sports  coupe. 
And  it's  actually  easier  to  pur- 
chase a  laptop  than  a  station- 
ary personal  computer.  Laptops 
come  with  much  of  their  soft- 
ware built  in.  That  not  only  lim- 
its the  choices  you  must  make 
but  also  means  laptops  are  eas- 
ier to  set  up. 

SPACE-SAVERS.  The  first  ques- 
tion to  consider  is  size.  The  ma- 
chines are  divided  into  subcate- 
gories, ranging  from  the  true 
laptop,  which  averages  about 


mium,  lots  of  people  who  rarely 
set  foot  on  an  airplane  are 
choosing  laptops.  It  makes 
sense  for  these  buyers  because, 
when  they're  finished  working, 
they  can  stash  the  computer  in 
a  closet  or  under  the  bed. 
That's  why  college  students 
like  them,  too.  So,  if  you're 
looking  at  laptops  as  an  at- 
home  alternative  to  desktop 
PCs,  the  extra  pound  or  so  that 
IBM's  7.7-pound  L40  SX  model 
carries  over  lighter  notebooks 
isn't  going  to  matter. 

It's  a  different  story  if 
you're  planning  to  haul  your 


system  all  over  the  worlil.  1 
tops  weighing  7.5  pounds 
more  can  get  heavy  fast.  Ai 
you're  not  interested  in  pilii 
laptop  case  on  your  \ugg 
cart,  you  need  a  machine 
will  nestle  inside  your  b: 
case,  along  with  your  calc 
tor  and  memo  pad.  Th 
where  a  notebook  compi 
comes  in.  Weighing  less  thi 
pounds  and  measuring  al 
SMz  inches  by  11  inches,  tlsi 
machines  represent  the  fast- 
growing  segment  of  the  i 
ket.  Dell  Computer's  6.4-po 
320N  is  a  hot  seller  at  i 
as  is  Tandy's  1500  HD 
$1,999. 

Power  is  also  import; 
Most  laptops  now  come  \ 
hard-disk  drives  that  store  * 
tween  20  million  and  60  mihi 
characters    of  informatisi 
which  is  plenty  for  all  but  li 
most  heavy-duty  computer  Ie 
ers.  And  most  include  floi 
disk  drives,  too,  which  mak 
possible  to  download  your  I' 
onto  removable  disks  and  si 
them  away. 

HEAVY  BATTERIES.  But  la| 

buyers  have  a  power  consM 
ation  that  desktop  shopp 
don't  have:  battery  life.  If 
spend  a  lot  of  time  on  l< 
flights,  you'll  need  a  mad 
that  can  keep  going  for  hoi 
Compaq  Computer's  LTE  n^ 
book,  for  instance,  comes  w 
batteries  that  will  run  for  '■ 
hours.  A  year  ago,  most  lap 
batteries  died  after  two. 

You  also  don't  want  to  h; 
to  fuss  too  much  with  chang 
batteries:  Look  for  laptops  t 
have  the  battery  compartm 
easily  accessible.  AT&T's  n 
$5,399  Safari  notebook  lets  j 
quickly  snap  in  new  batteri 
and  it  has  an  easy-to-see  indi 
tor  light  that  signals  when  tl 
are  low.  When  you're  evalu 
ing  machines,  don't  forget 
ask  how  much  a  laptop  weig 
with  batteries  installed.  Cc 
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r  makers  sometimes  ne- 
,  to  provide  that  informa- 
and  those  batteries  can 
up  to  one  pound  to  the  to- 
/eight. 

£  most  fundamental  con- 
ation is  what  kind  of  jobs 
i  be  doing  with  your  lap- 
Some  buyers  simply  want 
rite  memos  or  reports.  0th- 
nay  work  on  financial  mod- 
;  with  a  spreadsheet.  May- 
fou're  going  to  use  the 
r  to  design  your  dream 
e. 

ER  ROOM.  The  application 
s  most  important  to  you 
go  a  long  way  toward  nar- 
ng  your  choices  for  a  lap- 
If  you  need  a  computer 
for  word  processing,  spend 
5  time  evaluating  key- 
ds.  IBM's  L40  SX  is  a  win- 
Indeed,  the  system's  extra 
ht  and  size  come  from  its 
;ize  keyboard.  Most  note- 
s  have  had  to  squeeze 
tightly  together  to  achieve 


IMTOP 

mierly  used  as 
ctronic  address  books, 
I  machines  weigh  less 
in  1  pound  and  now  have 
jhisticated  spread- 
iets  and  communica- 
ns  software 

WLETT-PACKARD'S  95LX 

)9 


■  small  size.  That  makes  it 
:ult  to  do  extensive  typing, 
it  the  IBM  machine's  $5,995 
!  tag  makes  it  an  expensive 
;e.  Others  can  deliver  simi- 
machines — with  an  older, 
'er  processor — for  less 
ey.  Long-time  laptop  maker 
paq,  for  instance,  dropped 
!S  this  month.  Now,  its  LTE 

of  notebooks,  which  also 
5  with  well-designed  key- 
ds,  start  at  $1,999. 

you're  most  interested  in 


using  a  spreadsheet, 
the  keyboard  is  not 
nearly  as  important  as 
the  processor.  Noth- 
ing is  more  annoying 
than  waiting  for  a 
computer  to  finish  a 
task.  Look  for  ma- 
chines that  come  with 
high-speed  chips,  such 
as  Intel's  80386  or 
80386SX.  Coming  soon 
are  models  that  use 
Intel's  superspeedy 
80486  processor. 

If  graphics  are  your 
bag,  either  for  presen- 
tations or  design, 
scrutinize  screens. 
Sharp  Electronics'  lap- 
top screens  get  the 
prize  for  clarity.  The 
company's  technology 
is  used  by  a  number 
of  laptop  makers,  in- 
cluding Texas  Instruments  and 
AST  Research. 

Don't  forget  communica- 
tions. If  you  want  to  send  and 
retrieve  files  between  your  lap- 
top and  a  stationary  PC,  you'll 
need  a  modem.  Most  computer 
makers  offer  optional  mo- 
dems— which  cost  between 
$199  and  $650  installed.  IBM's 
laptop  has  one  that  lets  you 
send  faxes. 

MIGHTY  MITES.  If  laptops  and 
notebooks  sound  like  more  ma- 
chine than  you  really  want, 
take  a  look  at  palmtops.  These 
are  upgraded  versions  of  ma- 
chines such  as  Sharp's  Wizard 
and  Atari's  Portfolio,  which 
have  been  used  mostly  as  per- 
sonal organizers.  Lately, 
though,  the  machines  have 
gone  upmarket:  hp's  new 
95LX — at  just  11  ounces  and 
$699 — comes  with  the  Lotus 
1-2-3  spreadsheet,  a  simple 
word  processing  program  for 
writing  short  memos,  and  com- 
munications software  so  you 
can  talk  to  PCs.  NCR  and  Apple 
Computer  are  expected  to  un- 
veil their  own  powerful  palm- 
tops within  a  year  or  so.  And 
Atari's  $299  Portfolio  now  has 
optional  software  that  lets  you 
manage  personal  finances  and 
analyze  stocks. 

If  all  that  still  sounds  too 
complicated,  wait  awhile.  The 
next  flavor  in  laptop  computing 
is  the  tablet  computer.  It  turns 
traditional  computing  on  its 
head  by  replacing  the  keyboard 


lAPTOP 

A  full-function 
PC  weighing  7 
to  10  pounds. 
The  IBM  is 
new.  Toshiba 
has  the  tech- 
nology edge, 
with  its 
$8,999  color 
T3200SXC 


IBM'S 
PERSONAL 
SYSTEM/2 
L40SX 

$5,995  JD' 


with  an  electronic  stylus  to  re- 
cord information.  But  tablets, 
such  as  Grid  Systems'  GridPad, 
aren't  yet  available  to  consum- 
ers— they're  just  starting  to  be 
used  by  big  companies  to  auto- 
mate blue-collar  jobs  such  as 
inventory-taking. 

Price,  of  course,  could  be  the 
final  determinant.  Toshiba's 
color  laptop,  at  the  top  of  the 
scale,  is  nearly  $9,000.  Among 
the  newest  notebooks  and  lap- 
tops, IBM  is  one  of  the  most 
expensive,  with  its  $5,995  ma- 
chine. But  many  new  notebooks 
sell  in  the  $3,000  range,  includ- 
ing machines  from  Dell  and 
AST.  Older  laptop  models  are 
even  less  expensive:  If  you're 
wilhng  to  forgo  some  power  or 


storage,  head  over  to  Radio 
Shack  for  the  Tandy  models. 
They  start  at  just  $799. 

There's  just  one  problem 
with  buying  a  laptop  now:  It's 
almost  impossible  to  get  ahold 
of  a  top-seller.  Huge  demand 
and  shortages  of  chips  and  disk 
drives  have  made  it  difficult  for 
makers  such  as  Compaq  and 
IBM  to  produce  enough  ma- 
chines. If  you're  in  a  hurry, 
you'll  have  to  settle  for  what 
the  computer  store  has  in 
stock.  Of  course,  if  you're  a 
Macintosh  fan,  you'll  have  no 
problem  at  all:  Unless  you 
count  the  16-pound  "luggable" 
version  of  the  Macintosh,  Apple 
doesn't  yet  sell  a  laptop. 

Deidre  Depke 


TABLET 

Sometimes  called  'pen-tops,'  these  computers  use 
a  stylus  instead  of  a  keyboard  to  record  information 


GRID  SYSTEMS' 
GRIDPAD 

$2,370 
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Fitness 


MARATHONS— 
FROM  BERLIN 
TO  BANGKOK 


arathons  in  U.  S.  cit- 
ies sucli  as  Boston 
and  New  York  have 
dominated  the  long-distance- 
running  scene  in  recent  years. 
But  now,  the  marathon  craze 
is  going  international.  Nearly 
every  major  city  seems  to 
have  set  up  a  race,  and  fanat- 
ics— including  many  Ameri- 
cans— are  flocking  to  them. 

On  the  worldwide  circuit, 
you  can  retrace  the  original 
26-mile,  385-yard  sprint  from 


Marathon  to  Athens  in  490 
B.  C.  (In  legend,  the  fleet-foot- 
ed runner  who  delivered  news 
of  Greece's  victory  over  Per- 
sia collapsed  and  died  soon  af- 
ter he  arrived.)  Or  you  can 
pick  exotic  locales:  The  Mount 
Kilimanjaro  Marathon  on 
June  30  starts  at  the  foot  of 
the  majestic  19,340-foot  moun- 
tain in  Tanzania  and  snakes 
through  jungles  and  nature 
preserves.  The  Pyramids  Mar- 
athon next  January  begins 
and  ends  near  the  Sphinx  and 
Great  Pyramid  in  Egypt. 

One  of  the  most  popular 
big-city  meets  for  Americans 
is  London's,  which  drew 
40,000  runners  on  Apr.  21.  If 
you  missed  the  chance  to  race 
past  Big  Ben  and  the  Tower 
of  London,  how  about  Mos- 
cow's July  18  run,  which  fol- 


lows the  Moscow 
River  through  Gorky 
Park  to  Lenin  Stadium? 

You  might  also  consider  the 
Sept.  29  Berlin  Marathon, 
which  winds  through  the 
streets  of  what  used  to  be 
East  and  West  Berlin.  Other 
upcoming  races  include  Buda- 
pest (May  12),  Whitehorse, 
Yukon  (June  22),  Turku,  Fin- 
land (July  28),  Rio  de  Janeiro 
(Aug.  4),  Moorea,  French  Pol- 
ynesia (Sept.  1),  Beijing  (Oct. 
20),  Bangkok  (Nov.  24),  and 
Barbados  (Dec.  7). 
JET  LAG.  International  events 
have  their  own  special 
charm — and  problems,  too. 
Officials  worried  about  terror- 
ism canceled  the  Paris  Mara- 
thon scheduled  for  Apr.  14. 
The  Mount  Kilimanjaro  race 


may  still 
come  off,  becaui 
a  local  revolutio 
If  you're  thinking  a 
running  overseas,  allow 
or  three  days  between 
flight  and  the  start  of 
race.  It  will  take  you  at 
that  long  to  get  over  jet 
How  do  you  sign  up?  IV 
thon   Tours    &  Trave 
Charlestown,  Mass.  (617 
7845)  can  book  your  race 
istration,  air  ticket,  and 
It  offers  a  six-night  pad 
for  the   Moscow  meet 
$2,199.  Runner's  World 
Running  Times  carry  ad 
individuals  who  make 
rangements.  If  you're  a  a 
ning  addict,  overseas  nr 
thons  are  a  great  way  to 
the  world  and  get  your  fi 
the  same  time.     Mark  L 


At  one  time,  playing  the 
commodities  markets 
was  truly  for  the  stout-heart- 
ed. Because  futures  con- 
tracts are  bought  on  margin, 
your  potential  losses  could 
far  exceed  your  initial  invest- 
ment. But  in  recent  years, 
brokers  have  made  it  simpler 
and  somewhat  less  risky  to 
take  the  plunge — through 
managed  commodity  funds. 
For  as  little  as  $5,000,  you 
can  buy  shares  in  pools  over- 
seen by  professional  traders. 

Commodity  funds  provide 
some  protection  against  hair- 
raising  shifts  in  futures  mar- 
kets. That's  because  they 
spread  their  dollars  among  a 
mishmash  of  investments, 
from  pork  bellies  and  soy- 
beans to  Treasury  bonds, 
currencies,  and  gold.  Nearly 
all  fund  managers  seek  to 
identify  and  capitalize  on 
trends.  Given  the  stock  mar- 
ket's recent  runup,  for  exam- 
ple, trading  has  been  brisk  in 
stock-index  futures. 


Smart  Money 

A  CHAPERONED  PLUNGE 
INTO  THE  PITS 


Payoffs  can  be  big:  The 
194  funds  tracked  by  Man- 
aged Account  Reports 
gained  21.27"  last  year,  com- 
pared with  the  Dow's  4.3% 
decline.  But  the  funds'  diver- 
sity can't  always  shield 
against  the  ill  effects  of  er- 
ratic markets.  The  gulf  war 
wreaked  havoc  on  oil,  for- 
eign currencies,  and  other 
markets,  scuttling  the  funds' 
trend-following  systems.  As 
a  result,  the  funds  lost  2.1% 
of  their  value  through  the 
end  of  March. 

With  the  volatility  taper- 
ing off,  now  might  be  a  good 
time  to  buy  in.  Problem  is, 
most  of  the  established 
funds  are  closed  to  new  in- 
vestors. Some  that  are  still 
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open  include  Magnolia  Fund, 
from  J.  C.  Bradford  (615  748- 
9000);  1991  Corn  Fund,  from 
Merrill  Lynch  (212  236-4166); 
and  Wilson  Fund,  from  Hein- 
old  Asset  Management  (312 
993-4151). 


TOP-PERFORMING 
COMMODITY  FUNDS 


Fund                 1 2-ino.  total  return 

Through  March,  1991 

HARBINGER  FUTURES  LTD. 

76.3% 

VICEROY  FUTURES  LTD. 

63.3 

TUDOR  SELEQ 

FUTURES  FUND 

62.1 

WORLD  CURRENCIES  LTD. 

57.2 

CORNERSTONE  FUND  IV 

50.0 

STOCK  MUTUAL 

FUND  AVERAGE 

9.5 

DATA:  MANAGED  ACCOUNT RCPORTS 


Before  yoa  plunk  do 
your  capital,  though,  find  • 
who's  handling  the  moi 
and  how.  The  company  t 
raises  it  typically  hires 
vestment  managers.  You  i 
check  their  track  records 
the  fund  prospectus. 
FAST  TURNOVER.  Also  con 
er  costs.  Management  f' 
run  6%  to  20%  of  inves 
capital  per  year.  Much 
that  covers  brokerage  co 
missions  that  result  from 
portfolio  turnover  needed 
execute  trading  strategies 

Many  funds  now  aim 
35%'  annual  returns,  not  t 
overly  ambitious  60%'  that 
ten  invited  unreasonal 
risky  trading  in  the  1980s, 
few  funds,  such  as  Mer 
Lynch's  1991  Soybean  Fui 
take  on  more  risk  by  limiti 
themselves  to  specific  s 
tors.  More  cautious  funds 
vest  substantial  sums 
Treasury  securities  to  gu 
antee  a  minimum  return 
investors.        David  Greisi 
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Books 


WHEN  IT'S  TIME 
FOR  A  NEW 
BEDTIME  TALE 


y  now,  my  2V2-year-oid 
son  Will  and  I  have  re- 
read all  the  illustrated 
books  he  received  for  Christ- 
mas more  times  than  we  can 
count.  It's  time  to  head  off 
to  the  bookstore  to  freshen  up 
the  stock.  As  every  parent 
knows,  thoug'h,  shopping  for 
kids'  books  isn't  what  it  used 
to  be:  The  vast  selection — 
from  lavishly  illustrated  clas- 
sics to  hollow  spinoffs  of  car- 
toon characters  to  realistic 
depictions  of  alternative  life- 
styles— can  make  choosing 
the  right  books  as  bewilder- 
ing as  it  is  exciting. 
Yet,  whether  you're  buying 


for  someone  else's  child  or 
your  own,  there  are  ways  to 
make  intelligent  choices.  Here 
are  some  suggestions  gleaned 
from  my  experience  and  dis- 
cussions with  experts. 
'GIVE  AND  TAKE.'  Will  can't 
read  yet,  bui  he  likes  to  share 
the  storytelling.  According  to 
Marilyn  Segal,  dean  of  the 
Family  &  School  Center  at 
Nova  University  in  Fort  Lau- 
derdale, Fla.,  that 
calls  for  a  book  that 
promotes  "give  and 
take  and  interac- 
tion" through,  say, 
repetition,  rhymes, 
or  pictures.  One 
Bear  With  Bees  In 
His  Hair,  a  recent 
release  by  Jakki 
Wood  ($13.95;  Dut- 


ton),  fits  the  bill.  Attracted  by 
the  colorful  pictures  and 
sprightly  rhymes.  Will  glee- 
fully counts  bears  behind  the 
trees  at  the  end. 

Next,  we  look  for  a  book  to 
match  his  interests:  dino- 
saurs. A  Dinosaur  Xamed 
After  Me,  by  Bernard  Most 
($12.95;  Harcourt  Brace  Jo- 
vanovich),  pairs  each  dino's 
traits  with  a  child's  name.  For 
instance,  Zach,  the 


tallest  kid  in  his 
class,  suggests  re- 
naming the  tower- 
ing Brachiosaurus 
"Zachiosaurus." 

My  interests 
matter,  too.  Since 
I'll  have  to  enjoy  a 
book  through  nu- 
merous readings, 
I  want  more  than 
good  artwork  and 
a  nifty  story  line. 
I  find  it  in  Feath- 
ers for  Lunch,  by 
Lois  Ehlert  ($13.95;  HRJ).  The 
distinctive  renderings  of 
North  American  birds  and  the 
information  on  habitats  and 
feeding  promise  future  dis- 
cussions during 
walks  in  the  park. 

One  of  the  most 
beautiful  of  the  new 
books  is  Tar  Beach, 
bv  Faith  Ringgold 
($14.95;  Crown). 
Based  on  the  story 
stitched  into  a  quilt 
at  the  Solomon  R. 
Guggenheim  Muse- 


Feathers  for  Lunch 


um,  it  tells  of  a  black  girl's 
family  in  the  summer  of  1939. 
From  the  roof  of  their  New 
York  City  apartment  building, 
they  can  see  the  George 
Washington  Bridge,  which 
her  father  helped  build.  The 
text  and  dreamy,  folk-art  il- 
lustrations are  outstanding.  I 
also  want  Will  to  know  about 
various  ethnic  groups. 

The  Patchwork  Quilt,  by 
Valerie  Flournov 


($13.95;  Dial 
Books),  tells  of  a 
girl  who  mobilizes 
her  family  to  fin- 
ish the  quilt  start- 
ed by  her  ailing 
grandmother.  This 
1986  winner  of  the 
Coretta  Scott 
King  Book  Award 
for  best  illustra- 
tion exemplifies 
the  middle  ground 
between  the 
newest  books  and 
classics  such  as  Peter  Rabbit 
and  Curious  George.  And  un- 
like new  releases,  they're  sold 
in  less-pricey  paperbacks. 

My  public  library  cites 
standout  books  in  three  lists. 
The  first  two  name  Caldecott 
Medal  winners  back  to  1938 
and  Newbery  Medal  winners 
to  1922.  Presented  annually 
by  the  American  Library 
Assn.  {ALA),  these  are  the 
most  coveted  of  children's 
book  awards,  and  their  gold 
medallions  are  prominently 
displayed  on  book  jackets. 


|0n 


U 


In  addition,  the  ALA  jui 
leased  a  list  of  30  ' 
choices  to  start  childre 
the  path  to  becoming  lif( 
readers."  It  gives  six  boo 
five  age  categories  from 
school  to  14.  The  judges 
duced  only  one  unaniif^ 
choice:  Charlotte's  Web 
LOOK  IT  UP.  Consumer  gi 
can  help,  too.  The  best  on 
preschoolers  is  The 
Read-Aloud  Handbook 
Jim  Trelease  ($9.95;  Peng  ^ 
Choosing  Books  for  Kidi 
Joanne  (3ppenheim.  Bar 
Brenner,  and  Betty  Bcl*' 
hold  ($9.95;  Bank  Street) 
more  than  1,500  reviews  c 
ed  by  age  group  and  top 

Will  has  just  wanderec 
in  search  of  a  Bert-and- 
book.  Children  always 
to  go  for  familiar  cho 
Says  Ellen  Michaeli,  an  a 
ney  and  mother  of  two 
ages  5  and  2:  "You  hav 
encourage  them  to  explon 
yond  what  they  know, 
didn't  give  suggestions, 
would  pick  Ninja  Turtles 
ery  time."  Indeed,  you  car 
cept  almost  anything  a  c 
chooses  as  long  as  you  rc 
out  the  list  with  high-qu; 
fare.  Jim  Tt " 


Worth  Noting 


■  DIAL  TOME.     The  Ph 

Book,  a  368-page  paperb 
from  Consumer  Repc 
Books  ($15.95),  tells  you 
to  repair  home  wiring,  pic 
long-distance  carrier, 
find  the  best  teleph 
equipment. 

■  PLAY  BALL.  SportS  To 

offers  baseball  vacati' 
that  include  good  seats 
different   park   every  > 
transportation  between 
ies,  deluxe  rooms  in  the  vi 
ing  team's  hotel,  and  m( 
The  four-  and  five-day  jau 
are  $575  to  $695  per  pers 
not  including  airfare  to  y' 
first  stop.  Call  800  722-77 

■  COUCH  CLASSROOM.  Fr 
the  makers  of  PBS's  Nigh 
Business  Report  comes  h 
Wall  Street  Works,  a  vi( 
primer  on  the  financial  m 
kets  for  novice  investc 
It's  $19.95  by  mail  (800 
5864)  and  will  hit  video  o 
lets  this  summer. 
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n  a  downdraft,  inflation  re- 
3  big  worry.  Indeed,  the 
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Lehman  Brothers 
Treasury  Index 
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% 

change 

STOCKS 

latest 

Week 

S2-week 

lONES  INDUSTRIALS 

2949.5 

-1.8 

10.6 

)MPANIES  (Russell  1000) 

199.9 

-2.1 

15.5 

COMPANIES  (Russell  2000) 

175.0 

-2.1 

9.4 

)MPANIES  (Russell  3000) 

212.5 

-2.1 

15.1 

%  change  dotal  currency) 

GN  STOCKS 

Latest 

Week 

52-«veek 

IN  (FINANCIAL  TIMES  100) 

2488.6 

-2.2 

16.1 

(NIKKEI  INDEX) 

26,330.2 

-2.4 

-10.9 

TO  (TSE  COMPOSITE) 

3504.1 

-1.2 

4.8 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.8% 

5.7% 

8.1  % 

30-YEAR  TREASURY  BOND  YIELD 

8.2% 

8.1  % 

9.0% 

S&P  500  DIVIDEND  YIELD 

3.3% 

3.3% 

3.5% 

S&P  500  PRICE/EARNINGS  RATIO 

18.1 

18.3 

15.0 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 

344.4 

341.7 

Positive 

Stocks  above  26-week  moving  average 

83.0% 

84.4% 

Neutral 

Speculative  sentiment:  Put/coll  ratio 

0.36 

0.33 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.59 

2.57 

Negative 

)USTRY  GROUPS 

BRIDGE  INFORMATION 
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4.3 
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21 
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%  change 
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%  change 
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-1 1.0 

-20.7 

91/8 

HINE  TOOLS 
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-30.6 

123/4 
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44.0 
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56.0 
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-1 1.5 
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-1 1.5 

-8.0 
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ITUAL  FUNDS 
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eek  total  return 


CAPITAL  13.9 

ELITY  SELECT  REGIONAL  BANKS  12  6 

IDENT  SPECULATOR  LEVERAGED  12.5 

ek  totol  return  % 

ELITY  SELECT  BIOTECHNOLOGY  89.9 

ELITY  SELECT  MEDICAL  DELIVERY  78  8 

ELITY  SELECT  HEALTH  CARE  76.2 


LAGGARDS 

Four-week  total  return 


RUSHMORE  PRECIOUS  METALS  INDEX  PLUS  -6.5 

BENHAM  GOLD  EQUITIES  INDEX  -5.4 

STRATEGIC  INVESTMENTS  -5.0 

52-week  total  return  % 
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STRATEGIC  SILVER 
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52-week  total  return 


LATIVE  PORTFOLIOS 


DATA  RESOURCES  INC, 


amounts 
enl  the  present 
of  $10,000 
ed  one  year 
I  each  portfolio 

tages  indicate 
ly  total  returns 


U.  S.  stocks 
$11,666 

-1.51  % 


Treasury  bonds 
$11,573 

-1.46% 


Foreign  stocks 
$10,667 

-5.38% 


nil 


Money  market  fund 
$10,643 

-f-0.12% 


Gold 
$9,468 

-1.49% 


on  this  page  are  os  of  market  close  Wednesday,  Apr  24,  1991,  unle 
groups  include  S&P  500  companies  only,  performance  ond  sfiare  prices 


otfierwise  indicated, 
e  OS  of  market  close 


Apr  23.  Mutual  fund  returns  are  as  of  Apr  19  Relative  portfolios  are  valued  as  of  Apr.  23.  A 
derailed  explanation  of  this  page  is  ovoilable  on  request. 
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Editorials  ' 

EXECUTIVE  PAY: 
TIME  FOR  RESTRAINT 

be  resolved  eventually  and  getting  on  with  more  impqfa 
matters.  Prime  Minister  Toshiki  Kaifu  decided  to  wittc 
investment,  trade,  and  financial  links  with  the  Kreil 
Broader  goals  of  stability  and  improved  relationships  |e 
put  on  hold.  Needlessly,  the  overall  tone  of  Gorbac|\ 
Tokyo  visit  became  one  of  hat-in-hand  humiliation. 

In  sharp  relief,  the  South  Koreans  are  gung-ho  a© 
expanding  trade  and  investment  links  with  the  Soviet!, 
President  Roh  Tae  Woo  told  Gorbachev.  To  be  surek 
South  Koreans  are  not  acting  out  of  altruism.  They  wal 
expand  their  relationship  with  Moscow,  as  they  have! 
Beijing,  to  outflank  Communist  North  Korea  diplomatil 
Seoul  places  the  greater  goal  of  Korean  reunification  M 
short-term  worries  about  the  Soviet  Union's  businesl 
mate — and  above  old  wounds. 

Why  should  the  U.  S.  care?  There  are  some  40,000  A 
can  G.  I.s  in  South  Korea,  armed  with  tactical  nuclear  v 
ons.  It  would  be  nice  to  bring  'em  back  home.  It 
everybody's  interest  to  reduce  tensions  in  the  area. 

than  letting  what  amounts  to  a  border  dispute  jeopa 
progress  on  a  Russo-Japanese  peace  treaty  and  resumj 
after  46  years,  of  normal  bilateral  relations. 

ny  baseball  star  you  can  name  commands  a  seven- 
digit  salary.  For  a  rock  singer  or  movie  star,  eight 
^^^A  figures  isn't  unusual.  So  why  all  the  fuss  about  the 
heads  of  our  large  corporations  making  such  big  numbers? 
They  have  much  harder  jobs.  And  we'd  all  agree  their  work 
is  important  to  more  people — shareholders,  customers,  em- 
ployees— as  well  as  to  the  U.  S.  economy,  right? 

There's  a  jjroblem  with  that  simple  analogy,  however. 
When  the  pitching  ace  loses  his  fastball  or  the  entertainer 
can  no  longer  fill  the  theater,  earnings  suffer — probably 
sooner  rather  than  later.  Unfortunately,  the  market  doesn't 
work  as  well  in  the  executive  suite.  Too  often,  pay  continues 
its  climb  into  the  stratosphere  come  good  times  or  bad  for 
the  stockholders  picking  up  the  tab. 

Just  look  at  the  numbers  in  business  week's  41st  annual 
survey  of  executive  pay  (page  90).  In  a  recession  year,  when 
the  average  company's  earnings  slid  7%,  the  typical  chief 
executive  officer's  compensation  went  up  by  7%,  and  in  some 
cases  by  an  outrageous  multiple  of  that.  It's  true  that  the 
average  raise  was  less  than  the  double-digit  raises  that  were 
routine  through  the  1980s.  But  in  a  difficult  economy  that 
has  many  bosses  eliminating  jobs  and  cutting  vital  budgets 
for  capital  projects,  product  development,  and  marketing, 
the  lack  of  restraint  is  disturbing. 

Companies  have  been  telling  investors  for  years  that  they 
were  devising  pay  systems  to  reflect  corporate  performance. 
But  the  1990  numbers  seem  to  say  that  when  it  comes  to  the 
boss,  performance  doesn't  matter  all  that  much. 

To  make  matters  worse,  1990's  hefty  increases  widen  the 
gap  between  the  boss's  compensation  and  that  of  an  engi- 
neer, a  teacher,  a  factory  worker,  or  a  laborer — and  they 
dwarf  pay  for  executives  in  any  other  country.  In  short,  last 
year's  $1.9  million  average  pay  for  U.  S.  CEOs  seems  out  of 
whack  with  corporate  performance,  employee  sacrifices,  and 
the  whole  tenor  of  these  recessionary  times.  Predictably, 
many  shareholders  and  employees  are  fed  up,  and  even 

LUoLUiIlcll  11  y  Hit;!  t  llHsLlLULlUild.!  ill  V Co LUl  o  dZ  t:  CAd.opt:l  clLCU.  IL  o 

time  for  corporate  boards  to  face  up  to  the  growing  public 
concern  over  executive  pay.  If  they  don't,  a  backlash  against 
business  could  easily  develop. 

PSST,  BUDDY!  WANNA 
BUY  ATTICA? 

■p^kity  the  poor  states.  Many  of  them,  especially  ir 
recession-plagued  Northeast,  are  facing  huge  bu( 
H      ary  deficits.  That  puts  them  in  a  bind,  since  almo! 
states  are  required  by  law  to  balance  the  budget  every  ; 

As  real  as  the  states'  plight  is,  the  fiscal  hocus-p 
performed  by  some  state  governments  to  cope  with 
deficits  is  deplorable  (page  114).  Remember  the  old 
about  the  guy  who  bought  the  Brooklyn  Bridge?  Se' 
states,  most  notably  New  York,  have  been  selling  of 
sets — from  prisons  to  stretches  of  highways.  The  buyers 
typically  state  agencies  whose  finances  are  not  include 
the  state  budgets.  The  agencies  raise  the  money  by  se 
long-term  bonds.  The  states,  meanwhile,  then  lease  the  j 
erties  back  and  make  lease  payments  to  the  agencies  e 
to  the  interest  the  agencies  pay  on  the  debt.  Other  states 
financing  projects  by  selling  zero-coupon  bonds,  which  ( 
require  the  states  to  make  any  interest  payments  until 
bonds  mature.  Some  governments  are  more  direct.  ' 
simply  sell  long-term  bonds  to  cover  current  deficits. 

A  major  problem  with  such  gimmicks  is  that  they  n 
gage  the  states'  futures  to  deal  with  today's  shortfalls, 
as  important,  the  sale-and-leaseback  deals  lure  states 
the  notorious  federal  shell  game  of  moving  problems 
budget,  where  it  is  hoped  voters  won't  notice  the  magni 
of  the  debt  burden.  And  the  state  agencies  that  collabo 
in  these  ploys  by  selling  bonds  undermine  their  own  at 
to  do  what  they  were  set  up  to  do. 

States  should  abandon  these  gimmicks  and  pursue 
only  two  solutions  to  deficits  that,  however  painful, 
really  prudent:  raising  taxes  and  cutting  expenses, 
would  emphasize  cuts. 

LET'S  SEE  SOME  FRESH 
THINKING  IN  THE  FAR  EAST 

^■l  oviet  President  Mikhail  Gorbachev  achieved  strikingly 
'^^^  different  results  from  his  fund-raising  forays  to  Japan 
and  South  Korea,  and  that  carries  big  implications  for 
the  U.  S. 

Neither  the  Soviets  nor  the  Japanese  could  bring  them- 
selves to  compromise  on  the  return  to  Japan  of  four  tiny 
islands  off  its  northern  coast.  Instead  of  both  parties  agree- 
ing to  disagree  on  a  matter  that  everyone  knows  is  going  to 
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WeVe  pretty  conf  il 

How  a 

There  was  a  time  when  bold  individuals  etched  their  name  in  stone  on  buildings.  Bil 
ings  where  they  built  companies  around  a  unique  philosophy.  A  set  of  ideals.  A  dreiii 

Out  of  those  dreams  grew  some  of  the  greatest  creations  in  history  Creations  \\t 
identities  as  unique  as  the  individuals  who  gave  birth  to  them. 

Fortunately,  in  today's  era  of  homogeneity  and  mass  production  with  no  soul,  a  fe\i( 
these  distinct  entities  still  survive.  The  1991  Porsche  911  Carreras  are  the  living  embodimi 
of  one  such  enduring  story 

The  911  is  at  once  familiar  yet  still,  after  all  these  years,  idiosyncratic.  It  is  this  wili 
divergence  from  the  ordinary  that  creates  its  very  identity;  from  the  famous  silhouettd 
the  single-minded  function.  With  its  unmistakable  shape  and  timeless  design  derived  frf 
Professor  Porsche's  first  sports  car,  it  maintains  to  this  day  the  same  race-inspired  principt 

Advanced  over  the  years  to  retain  what  is  sacred  conceptually  while  exploiting 
potential  technically,  the  newest  911  Carreras  are  a  fascinating 
fusion  of  past,  present  and  future. 

The  six-cylinder  rear-engine  now  uses  a  re- 
fined design  and  sophisticated  electronic 
control  system  to  pump  out  247  hp. 
Brakes  are  race-developed,  in- 
ternally vented  massive 
discs  with  ABS. 
A  totally  new 
suspension 
provides 


C  1991  Porsche  Cars  North  America,  Inc.  Porsche  recommends  seal  belt  usage  and  observance  ol  all  traffic  laws  at  all  times. 


Il 


about  our  identity, 
jt  you? 

:eptional  control,  including  a  novel,  self-correcting  design  in  the  rear  for  hard  cornering. 

The  911  Carrera  4  brings  a  new  threshold  of  usable  power  and  control  to  sports  cars 
;h  electronic  all-wheel  drive.  Linking  a  computer  to  sensors,  it  monitors  traction  at  each 
eel  with  every  revolution.  Upon  sensing  any  spin,  it  directs  power  to  the  wheels  having 
)re  grip,  correcting  slip  usually  before  the  driver  is  even  aware  of  it. 

The  911  Carrera  2Tiptronic  widens  the  enjoyment  potential  with  theTiptronic  auto- 
itic  transmission.  Actually  a  dual-function  gearbox,  it  lets  you  choose  either  automatic 
clutchless  manual  shifting.  The  automatic  contains  five  shift  programs  or  "maps!' 
instantly  monitoring  forward  and  lateral  acceleration,  throttle  action,  engine  speed  and 
licle  speed,  it  senses  how  aggressively  you  wish  to  drive  and  matches  its  shifting  style, 
justing  itself  every  30  to  100  milliseconds. 

If  you  are  part  of  the  small  circle  of  individuals  confident  enough  in  your  identity 
and  beliefs  to  express  them  openly,  then  you  will  appreciate  how  unwaveringly 
we  have  maintained  our  own  philosophy  while  continuously  refining  it. 
We  invite  you  to  test-drive  the  new  Carrera  models  at  your  authorized 
Porsche  dealer. 

At  a  glance,  you'll  see  the  shape  you've  always  known.  After 
15  minutes  on  the  road,  you'll  see  how  the  911 
continues  to  shape  sports  cars  around 

the  globe. 
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If  open  computing  is  the 
formula  for  success  in 
the  chemical  industry, 
Digital's  Network  Applica- 
tion Support  (NAS)  Environ- 
ment for  Manufacturing  is 
the  catalyst. 

An  innovative  approach  to 
open  computing,  NAS  makes 
it  possible  for  each  and  every 
department  in  your  company 
to  work  together  and  share 
information  as  never  before. 

To  react  more  quickly 
to  changing  production  con- 
ditions and  new  business 
opportunities. 

To  boost  manufacturing 
effectiveness  and  customer 
satisfaction. 


The  NAS  Environmeni 
achieves  all  this  by  linking 
different  computers  from 
diffei-ent  vendors  not  merely) 
through  network  connec- 
tions, but  through  applica- 
tion integration  as  well. 
Which  gives  people  all  ovei 
the  plant  the  means  to 
access  data  from  wherever 
it  might  reside,  then  work 
with  that  data  in  their  own 
applications. 

Such  power  is  what 
makes  NAS  different  from 
other  "open"  solutions. 
What  makes  it  possible  are 
proven  products  and  services 
based  on  Industry  standards. 
With   them,  you   have  the 
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THE  DIGITAL  LOGO  AND  VAX  ARE  TRADEMARKS  OF  DIGITAL  EQUIPMENT  CORPORATION 
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lility  to  integrate  Digital 
^mputers,  IBM  and  HP 
achines,  PC  compatibles, 
ACs,  and  systems  from 
ading  control  vendors. 

You  have  the  freedom  to 
stall  the  solutions  that  are 
jht  for  your  needs.  Now 
id  in  the  years  to  come. 

You  have  a  choice  of 
er  1,500  leading  software 
(plications  already  written 
r  NAS.  More  than  you'll 
id  on  any  other  vendor's 
tegration  platform,  and  the 
t  is  growing  every  day. 

At  Digital,  we're  using 
AS  to  open  our  own 
ultivendor  manufacturing 
ivironment.  Recently  it 
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helped  us  design  and  bring  to 
market  our  VAX  4000  Series 
in  record  time,  with  reduced 
cost  and  fewer  change  orders 
than  ever  before 

NAS  can  be  the  catalys 
for  your  success,  too. 
Whetheryou're  in  chemicals, 
pulp  and  paper,  aerospace, 
automotive,  industries  of  all 
types.  We're  opening  our 
lines  to  help  you  hnd  out 
more.  Call  1-800-343-4040, 
ext.  556.  Or  write  Digital 
Equipment  Corporation, 
600  Nickerson  Rd.,  Dept. 
MET1-DD7,  Marlboro, 
Massachusetts  01752. 


IBM  IS  A  REGISTERED  TRADEMARK  OF  INTERNATIONAL  BUSINESS  MACHINES  CORPORATION.  HP  IS  A  TRADEMARK  Of  HEWLETT-PACKARD  COMPANY. 
MAC  IS  A  REGISTERED  TRADEMARK  OF  APPLE  COMPUTER  INC, 
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PRODUCTION 

Change  from  lost  week:  -0.6% 
Change  from  last  yeor:  -4.8% 
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1967=100  (four-week  moving  average) 


Apr.  20 
170.7 


LEADING 

Change  from  lost  week:  0.1% 
Change  from  last  year:  0.2%. 
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The  production  index  dropped  for  the  week  ended  Apr.  20.  On  o  seasonally 
adjusted  basis,  rail-freight  traffic  plummeted  because  of  the  one-day  roil  strike,  and 
output  of  lumber,  coal,  paper,  and  crude-oil  refining  declined  as  well.  Auto,  steel, 
truck,  and  electric  power  production  increased,  while  paperboard  output  was  un- 
changed from  the  prior  week.  Before  calculation  of  the  four-week  moving  average, 
the  index  plunged  to  168.2,  from  172.1,  mainly  because  of  the  rail  strike. 

6W  production  index  copyright   1991   by  McGrow-Hill  Inc 


The  leading  index  edged  up  a  bit  during  the  week  ended  Apr.  20.  A  sharp  drop 
in  the  number  of  business  failures,  along  with  higher  stock  prices  and  lower  bond 
yields,  gave  positive  signals  for  future  economic  growth.  On  the  negative  side, 
growth  rates  for  real  estate  loans  and  M2  slipped.  The  growth  in  materials  prices 
was  virtually  flat.  Before  calculation  of  the  four-week  n.oving  average,  the  index 
increased  to  215.9,  from  215.4  in  the  previous  week. 

Leading  index  copyright  1991  by  Center  tor  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 


Week  %  Change 
ago     year  ago 


Latest 
week 


Week 
ago 


%  Chan; 
yeor  ac 


STEEL  (4/27)  thous.  of  net  tons 


1,651 


1,615#    -14.6      STOCK  PRICES  (4/26)  S&P  500 


380.75 


386.38 


15, 


AUTOS  (4/27)  units 


112,041     107,096r#  -18.6     CORPORATE  BOND  YIELD,  Aaa  (4/26) 


8.89% 


TRUCKS  (4/27)  units 


78,165      66,830r#   -13.5      INDUSTRIAL  MATERIALS  PRICES  (4/26) 


96.4 


95.4 


ELEQRIC  POWER  (4/27)  millions  of  kilowatt-hours 

50,493 

51,106# 

-2.3 

CRUDE-OIL  REFINING  (4/27)  thous.  of  bbl./day 

13,057 

1 2,987 

0.6 

COAL  (4/20)  thous.  of  net  tons 

17,518# 

19,051 

-12.5 

PAPERBOARD  (4/20)  thous.  of  tons 

736.1  = 

737.9r 

-1.4 

PAPER  (4/20)  thous.  of  tons 

742.0  = 

753.0r 

1.8 

LUMBER  (4/20)  millions  of  ft. 

507.2 

497.9 

-2.8 

RAIL  FREIGHT  (4/20)  billions  of  ton-miles 

16.5# 

19.0 

-18.7 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/1) 

137 

138 

160 

GERMAN  MARK  (5/1) 

1.70 

1.74 

1.68 

BRITISH  POUND  (5/1) 

1.73 

1.70 

1.65 

FRENCH  FRANC  (5/1) 

5.77 

5.88 

5.63 

CANADIAN  DOLLAR  (5/1) 

1.15 

1.15 

1.17 

SWISS  FRANC  (5/1) 

1.44 

1.46 

1.46 

MEXICAN  PESO  (5/1)^ 

2,985 

2,981 

2,808 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U 

S.  dollar,  € 

xcept  for 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
yeor  ago 

GOLD  (5/1)  $/troyoz. 

356.500 

355.500 

-3.5 

STEEL  SCRAP  (4/30)  #  1  heavy,  $/ton 

95.00 

100.50 

-14.8 

FOODSTUFFS  (4/29)  index,  1 967  -  1 00 

204.4 

207.5 

-9.7 

COPPER  (4/27)  c, /lb. 

113.8 

1 14.0 

-12.5 

ALUMINUM  (4/27)  p/ib. 

63.0 

64.6 

-14.6 

WHEAT  (4/27)  #  2  hard,  $/bu. 

2.97 

2.97 

-27.7 

COTTON  (4/27)  strict  low  middling  1-1/16  in.,  e/lb. 

82.48 

80.34 

13.7 

BUSINESS  FAILURES  (4/19) 


385 


410 


65. 


REAL  ESTATE  LOANS  (4/17)  billions 


$403.2 


$402. 7r 


MONEY  SUPPLY,  M2  (4/15)  billions 


$3,392.3  $3,395.7r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (4/13)  thous 


498 


451 


43. 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  Dun 
Brodstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasoi 
oily  adjusts  data  on  business  failures  and  real  estate  loons.  | 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week.  Kansas  City  mkt.,  Memphis  mkt. 


latest 
month 

Month 
ago 

%  Chang 
year  og 

12  LEADING  INDICATORS  COMPOSITE  (Mar.)  index  141.1 

140.4 

-3. 

MANUFACTURERS'  INVENTORIES  (Mar )  billions 

$386.3 

$388.5 

0. 

PERSONAL  INCOME  (Mar.)  annual  rote,  billions 

$4,745.9 

$4,734.2r 

3 

CONSTR.  SPENDING  (Mar.)  annual  rate,  billions 

$391.4 

$397.4r 

-14. 

Sources:  Commerce  Dept.,  Census  Bureau 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Chang 
year  ag 

MONEY  SUPPLY,  Ml  (4/15) 

$844.4 

$842.0r 

4. 

BANKS'  BUSINESS  LOANS  (4/17) 

319.2 

317.7r 

-4. 

FREE  RESERVES  (4/ 17) 

699r 

l,217r 

12. 

NONFINANCIAL  COMMERCIAL  PAPER  (4/17) 

154.0 

150.2 

1. 

Sources:  Federal  Reserve  Board  (in  billions,  except  fo 
a  two-week  period  in  millions)- 

r  free  reserves,  which  are  ex 

pressed  f 

1  MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (4/30) 

5.98'% 

5.92% 

8.12°/ 

PRIME  (5/1) 

3.50-9.00 

8.75-9.00 

10.00 

COMMERCIAL  PAPER  3-MONTH  (4/30) 

5.92 

6.1 1 

8.42 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/1) 

5.88 

6.08 

8.56 

EURODOLUVR  3-MONTH  (4/27) 

6.11 

6.04 

8.55 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  data  in  the  production  ndicators  are  seasonally  ad|usted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  ond  defense  equipmen 
1  =  Western  Wood  Products  Aisn  2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  =  Not  available         r  =  revised         NM  =  Not  meaningful 
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FAIRFAX  COUNTY. 
FUELED  BYAN  INEXHAUSTIBLE 
SUPPLY  OF  WOMANPOWER, 
MANPOWER  AND  BRAINPOWER 


So  who  is  working  for  the 
many  successful  companies  located  in 
Fairfax  County?  America's  best- edu- 
cated work  force,  that's  who. 

Companies  here,  such  as  EDS, 
Rockwell  IntemationalTRW  Mobil,  and 
AT&T  t^  the  largest  pool  of  PhD.s  in 
the  country,  more  than  20,000  strong. 
And  96^^  of  all  adults  in  the  County 
have  high  school  degrees,  while  55* 
have  graduated  from  college. 

Many  more  continue  dieir  edu- 
cation at  George  Mason  University  or 
one  of  five  community  collie  campuses 
in  the  area 


Importantiy,  many  of  these 
minds  are  grown  right  here  in  one  of 
the  nation's  best  public  school  systems. 

Over  90*  of  these  graduates 
chose  to  continue  their  education, 
with  over  5,000  of  them  doing  so  here 
in  Vir^nia 

And  on  it  goes.  The  best  and 
brightest  thrive  and  find  it  impossible 
to  think  of  leaving. 

If  you  find  yourself  attracted 
by  this  type  of  environment,  send  us 
the  coupon.  And  well  do  everything 
in  our  power  to  convince  you  to  move 
your  company  here. 


FAIRFAXCOUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name_ 
Title 


Company, 
Address 

City  

Phone  


_State_ 


_Zip_ 


L 


Fairfax  County  Economic  Development  Authority. 
8300  Boone  Boulevard,  Suite  450,  Vienna,  Virginia  22182 
Telephone  (703)  790-0600.  Fax  (703)  893-1269.  ow. 


6A-CA 


i 


Thisshouldritbe 
the  only  place  the  elderly 
can  turn  for  help. 


Since  1975,  Gok 
Senior  Services  has  been 
helping  the  elderly  maintain 
independent^  dignified,  and 
meaningful  lives. 

We  serve  hot  meals  to 
those.who  may  desperately 
need  diem.  We  provide  help 
and  advice  with  medical. 


proble 

everything  from  exercise  to  ^ 
painting.  And  we  fight  for  leg- 
islation that  helps  the  elderly 

We  can't,  however,  do  it 
all  alone.  Your  help  is  greatly 
needed. 

Please  call  415-621-1112 


to  1356waller  Street, 
^ancisco,  CA  94117  as  soon 
as  you  can. 

After  all,  none  of  us  is  get- 
ting any  younger. 

GOLDEN  GATE 
SENIOR  SERVICES 


Geritoj*  is  a  registered  trademaik  of  Beecham  Int 


6B-CA 


If  you  ignore  street  idds  long  enough,  they'll  go  away 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  They  are  street  kids  — scared, 
abused,  desperate  — who  struggle  every  day  just  to 
survive  in  a  vicious  and  violent  world.  For  these 
children  Larkin  Street  Youth  Center  is  a  haven.  A 
safe  place  to  go  for  food,  clothing,  medical  care 
and  professional  counseling.  But  most  of  all,  it's  hope. 
Please  support  Larkin  Street's  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 


Taking  Six  ^^ontlksToBiuLiM  One 
teems  Quaif  eReasonalUe  ConsiJeringHowLoni 

Owner  M^ay  Keep  Oneo 


pt  takes  as  long  to  build  a  Rolls- 
f  Royce  motor  car  today  as  it  did 
|nearly  a  century  ago. 

But  then  handcraftsmanship  is 
|a  caring,  patient  process  that  cannot 
I  be  hurried. 

And  today,  still,  this  nearly  lost 
liart  form  is  the  pivotal  difference 
Ifoetween  Rolls-Royce  motor  cars 
pnd  all  others  -  creating  automobiles 
po  superbly  engineered,  so  exqui- 
isitely  finished,  they  live  up  to  the 
lexpectations  of  the  most  demanding 
iowners  in  the  world. 

I  Bonding  In  A 

I  New  Perspective. 

lOver  half  of  all  Rolls-Royce  motor 
Icars  built  since  1904  are  still  gliding 
lalong  the  road. 

I  Others  are  in  prized  collections 
land  museums. 

I       Some  are  in  collections  of 
owners  who  simply  haven't  been 
able  to  part  with  their  first  RoUs- 
Rovce  motor  ear.  Or  their  second. 
Or'third. 

And  some  owners  have  become 
>so  attached  to  their  Rolls-Royce 
motor  cars  that,  much  like  family 
heirlooms,  they  have  been  passed 
'  on  from  generation  to  generation. 

Legends  Are  Made  Of  This. 

One  of  the  first  Rolls-Royce  motor 
cars  ever  built,  the  1907  Rolls- 
Royce  Silver  Ghost,  is  still  going 


strong  after  three-quarters  of  a 
century  and  more  than  half  a  mil- 
lion miles. 

Even  now  you  can  test  the 
extraordinary  smoothness  of  the 
Silver  Ghost's  engine  by  balancing 
a  coin  on  the  radiator.  Just  as  Sir 
Frederick  Henry  Royce  first  did  all 
those  years  ago. 

Tbday,  Rolls-Royce  motor  car 
engines,  while  being  technologically 
current  and  computer  precise, 
continue  to  be  painstakingly  assem- 
bled by  hand.  As  they  were  then. 

Ajnd  their  renown  for  power, 
smoothness  and  silence  continues 
to  grow. 

Simply  The  Best  Motor  Car 
In  The  World. 

The  Rolls-Royce  motor  car  has,  you 
might  say,  been  in  development 
for  85  years.  A  gradual,  systematic 
evolution  with  every  improvement 
thoroughly  researched,  tested 
and  perfected  before  acceptance. 

A  process  that  has  led  to  the 
fabled  Rolls-Royce  ride,  now  further 
enhanced  through  a  remarkable 
new  electronic  suspension  system* 
that,  automatically  and  instanta- 
neously, adjusts  to  meet  changing 


road  surfaces  and  driving  conditi 
A  load-leveling  system  so  fin 
tuned  that  it  even  compensates  f 
the  gradual  emptying  of  the  fuel 
tank. 

A  radiator  grille  so  intricatel 
handcrafted  that  only  ten  men  in 
the  world  are  qualified  to  build  oi 

Aesthetic  refinements  such 
rare  woods  from  around  the  worl 
hand-cut  and  perfectly  matched 
to  create  veneers  no  two  cars  will 
ever  share. 

And  in  1990,  a  culmination  o 
refinements  long  in  development 
and  of  sufficient  importance  to  ju 
tify  a  visit  to  an  authorized  dealer 
listed  below.  ; 

Owning  One  Will  Not  Make 
You  A  Different  Person.  Yet  You 
Wont  Be  The  Same,  Either. 
Every  motor  car  in  the  world  can 
be  compared  to  others  in  its  class 
Except  one.  The  Rolls-Royce  mot 
car.  It  defines  its  own  class. 

Which  gives  an  owner  the  sii 
gular  distinction  of  attaining  a  go; 
all  but  abandoned  in  today's 
homogenized  society. 
Individuality. 
And  how  can  one  ever 
be  the  same  after  that? 


r 
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EDITOR'S  MEMO 


A  LEADING  INDICATOR 


uring  eight  years  of  economic 
I  growth  in  the  1980s,  the  ques- 
tion came  up  often:  Are  the 
good  times  about  to  end?  There  were 
plenty  of  reasons  to  think  so.  Too 
much  borrowing.  Industries  in  painful 
contraction.  The  stock  market  crash. 
The  S&L  crisis.  But  throughout  those 
years,  BUSINESS  week's  economists 
told  you  that  the  U.  S.  economy  would 
continue  to  grow — or  at  least  muddle 
through. 

Last  summer,  they  changed  their 
tune.  The  result  was  this  contrarian 
cover,  which  appeared  on  Aug.  13 — 
when  others  kept  forecasting  economic 
growth.  Now,  the  National  Bureau  of 
Economic  Research,  the  official  arbiter 
of  such  matters,  says  the  recession  be- 
gan in  July.  We're  sorry  it  had  to  hap- 
pen— but  proud  you  read  it  here  first. 

Editor-in-Chief 


ONE  DADDY  TRACKER'S 
JOB  DESCRIPTION 


y  supportive  spouse  went  back  to 
lier  full-time  position,  and  I  en- 
tered this  career  alternative  you  so  aptly 
name  the  daddy  track  ("Taking  baby 
steps  toward  a  daddy  track,"  Social  Is- 
sues, Apr.  15).  D.  T.'ing  is  work.  To 
those  of  you  in  your  cubicle,  let  me  offer 
the  following  job  demands. 

Work  six-day  weeks,  14-hour  days. 
Answer  to  a  ceo  (child  evolving  on-time) 
who  is  demanding,  noncommunicative, 
cares  little  for  yesterday's  results,  evalu- 
ates success  on  what  is  done  today,  and 
in  all  honesty,  is  in  the  position  she's  in 
only  because  of  family  relations. 

Fortunately,  I  have  simulated  the  ex- 
perience to  an  "Outward  Bound"  en- 
deavor. I  call  it  "Homeward  Bound." 
When  one  looks  at  a  time  horizon  be- 
yond the  standard  13  weeks  that  "fast 
trackers"  are  on,  I'm  way  ahead. 


I  get  to  apply  my  business  skills  with- 
in a  rapidly  growing  organization  that 
pays  daily  dividends  and  is  tax  deduct- 
ible. Not  bad. 

Neil  G.  Hunt 
North  Andover,  Mass. 

DID  JAPAN  GET  SHORTCHANGED 

IN  THIS  OPINION  POLL?  

Your  article  "Americans  resent  Ja- 
pan's no-show  in  the  gulf"  (Top  of 
the  News/Harris  Poll,  Apr.  1)  is  a  classic 
example  of  how  a  selective  citing  of  cer- 
tain facts  and  data  in  opinion-poll  ques- 
tions can  condition  the  responses. 

In  fact,  I  cannot  but  feel  that  the 
questions  regarding  the  respective  con- 
tributions by  Japan  and  Germany  to  the 
gulf  war  may  have  been  deliberately  de- 
signed in  such  a  way  as  to  elicit  a  feel- 
ing of  ill  will  toward  Japan. 

I  am  certain  that  the  public  would 
have  benefited  from  the  knowledge  of 
the  following  factors  in  making  an  objec- 
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We're  In  ]\ 
Locations  Ac 


Seven  million  locations,  in  all 
50  states-Thats  the  number  of 
families  living  in  homes  P'annie  Mae 
has  helped  finance. 

Still  that  number  wouldn't  be 
anywhere  near  that  large  if  Fannie 
Mae  didn't  offer  the  most  important 
thing  every  prospective  homeowner 
looks  for  when  it's  time  to  get  a 
mortgage:  the  availability  of  money 
at  the  most  affordable  cost  possible. 

Because  Fannie  Mae  is  in  the 
market  everyday  a  home  mortgage 
in  Akron  costs  about  the  same  as  a 
home  mortgage  in  Austin. 

Not  only  that,  Fannie  Mae  is 
developing  a  constant  stream  of  new 
products.  So  that  mortgage  lenders 
in  all  50  states  can  offer  a  wide 
range  of  options  to  home  buyers. 

All  these  benefits  to  the 
American  housing  market  come  at 
no  cost  to  the  American  taxpayer 

Fannie  Mae,  serving  millions 
of  families  across  the  country 

FannielVlae 

The  USA's  Housing  Partner 


live  and  balanced  judgment:  Japan's  fi- 
nancial contribution  was  made  at  the 
cost  to  [Japanese]  taxpayers  of  an  addi- 
tional levy  of  U.  S.  $40  per  capita,  as 
well  as  an  actual  reduction  of  govern- 
ment expenditures  for  defense  and  other 
items.  This  entailed  a  great  political  risk 
for  the  ruling  political  party,  which  had 
suffered  an  election  defeat  in  the  upper 
house  after  the  passage  of  the  consump- 
tion tax. 

In  addition  to  the  $4  billion  contribu- 
tion committed  in  the  latter  half  of  1990, 
Japan  took  the  lead  in  announcing  its 
contribution  of  $9  billion  immediately  af- 
ter the  outbreak  of  hostilities  in  Janu- 
ary, before  Germany  and  other  countries 
followed  suit. 

Japan  also  made  a  $60  million  contri- 
bution to  the  international  organizations 
launching  rescue  operations  to  assist 
refugees — more  than  any  other  country, 
including  Germany. 

Japan  has  scrupulously  maintained  its 
policy  of  nonexpert  of  arms  to  Iraq  or 
any  other  country — in  stark  contrast  to 
the  record  of  some  coalition  countries. 

Far  from  simply  being  content  to  rely 
on  the  Persian  Gulf  for  its  supply  of  oil, 
Japan  has  been  making  great  efforts  to- 
ward a  more  efficient  use  of  energy.  Its 

ratio  of  energy  consumption  to  gross  do- 
mestic product  is  the  lowest  of  any  in- 
dustrialized country  (0.27  in  1988,  com- 
pared with  Germany's  0.41). 

I  would  only  hope  that  opinion  polls 
would  serve  the  purpose  of  objectively 
reflecting  public  sentiment  and  not  of 
amplifying  a  built-in  bias. 

Taizo  Watanabe 
Press  Secretary 
Foreign  Affairs  Ministry 
Tokyo 

THE  BANKS  ARE  TO  BLAME 
FOR  BLOATED  LENDING  RATES 

which  seem  more  intent  on  recoupiij 
their  past  losses  with  currently  inflatl 
lending  rates. 

John  D.  Han; 
Preside 
Harris  Leasing  Coi 
Dayt. 

BUDGET  ISN'T  GOING  ABROAD 
TO  FILL  OUT  ITS  FLEET 

In  "Detroit:  'It's  gone  from  disastro' 
Bto  merely  awful'  "  (Top  of  the  New 
Apr.  1),  I  am  paraphrased  as  saying  th 
I  ". .  .  may  just  buy  more  European  mo 
els  and  fewer  Fords,  even  though  Fo 
is  a  big  Budget  investor." 

My  comment  was  that  Budget  Rent 
Car  would  buy  more  Ford  vehicles  th 
year  than  last  to  meet  the  company 
increased  market  share  and  growir 
fleet  needs.  I  also  indicated  Ford's  dec 
sion  [to  change  its  policy  on  selling  ca: 
to  rental  companies]  would  have  little, 
any,  impact  on  Budget.  There  are  tw 
reasons  I  would  not  make  the  commei 
that  is  attributed  to  me: 

European  auto  manufacturers  cann< 
keep  up  with  our  vehicle  needs.  Thei 
are  not  many  of  these  vehicles  availab 
to  car-rental  companies  in  quantity.  ] 

In  case  you  haven't  noticed,  the  Fed 
Bhas  cut  the  discount  rate  and  the  fed- 
eral-funds rates.  The  problem  is  not  with 
the  Fed  but  with  the  banks  ("Dear  Fed: 
Stop  bickering  and  cut  rates,"  Editorials, 
Apr.  22). 

The  banks  are  thus  benefiting  from 
the  lower  costs  of  funds,  but  they  are 
not  passing  any  of  it  along  to  the  busi- 
ness community  and  to  the  borrowing 
consumer.  The  prime  rate  is  now  at  least 
a  full  percentage  point  higher  than  it 
should  be. 

So  bad-mouth  the  Fed  all  you  want, 
but  the  real  bottleneck  is  the  banks, 

They  just  came  up  with  the  idea 
that  will  put  their  company  on  the  map. 


Coming  up  with  a  brilliant  idea. 
That'.s  the  tough  part.  The  easy 
part  is  making  it  look  its  best.  For 
that,  you  can  count  on  the  family 
of  LaserJet  printers  from  Hewlett 
Packard.  LaserJets  give  you  the 


best  300  dpi  print  quality  available 
today  The  ff)nt  capabilities  you  need 
for  compelling  documents.  And 
the  software  compatibility  that  lets 
you  choose  the  best  solution.  For 
over  ten  million  people,  the  name 
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:t,  Budget  buys  only  a  handful  of  Eu- 
■pean  vehicles  each  year. 
Secondly,  Budget  has  an  agreement 
th  Ford  to  purchase  at  least  707'  of  its 
let  from  F'ord. 

Clifton  E.  Haley 
Chairman  &  CKO 
Budget  Rent  a  Car  Corp. 

Chicago 

)MATSU  AND  DRESSER: 
ARNING  TO  LIVE  TOGETHER 

ro  headline  a  magazine  article  "A 
dream  marriage  turns  nightmarish" 
he  Corporation,  Apr.  29)  and  to  state 
it  "the  partners  are  squabbling"  is 
out  as  far  from  reality  as  you  can  get. 
though  there  are  still  problems  to 
ercome  in  Komatsu  Dresser — as  there 
e  in  all  other  construction-equipment 
inufacturers  today — our  partners  un- 
rstood,  going  in,  the  magnitude  of  the 
stacles  that  we  faced  in  merging  two 
Itures,  two  competitors,  two  manufac- 
ring  technologies,  and  two  manage- 
jnt  philosophies,  and  they  fully  sup- 
rt  our  plans  to  resolve  the  remaining 
oblems. 

I  am  proud  to  say  that  the  relationship 
tween  our  partners,  and  indeed  be- 
een  our  employee  groups,  is  one  of 
ast,  cooperation,  and — after  the  initial 


get-acquainted  period — understanding. 
It  is  clearly  inappropriate  to  suggest 
otherwise. 

Ralph  W.  Ytterberg 
Chairman  &  CEO 
Komatsu  Dresser  Co. 
Lincolnshire,  111. 

AIMING  TO  MAKE  HACKERS 

THE  LEGION  OF  DOOMED'  

Criminal  hackers  may  have  more  to 
fear  than  you  suggest  in  "Why  'the 
Legion  of  Doom'  has  little  to  fear  from 
the  Feds"  (Top  of  the  News,  Apr.  15).  I 
say  that  because  my  office  prosecuted 
three  of  those  mentioned. 

The  article  mistakenly  reports  that  the 
three  Atlanta  hackers  received  one-year 
sentences  split  between  a  halfway  house 
and  probation.  In  fact,  the  sentences 
were  far  more  severe:  The  judge  sen- 
tenced one  of  the  hackers  to  serve  one 
year  and  nine  months  in  prison,  without 
parole.  The  two  others  are  serving  seven 
months  in  prison  to  be  followed  by  seven 
months  in  a  halfway  house. 

Additionally,  two  of  the  hackers  must 
forfeit  any  personal  use  of  computers 
for  three  years,  pay  $233,000  in  restitu- 
tion, and  provide  360  hours  of  communi- 
ty service. 
Had  the  Atlanta  defendants  not  coop- 


erated, each  could  have  received  a  sen- 
tence of  at  least  five  years  and  $250,000 
per  count  in  the  multicount  indictment. 

Joe  D.  Whitley 
U.  S.  Attorney 
Justice  Dept. 
Atlanta 

EDS  STOOD  ASIDE 

FROM  THESE  BIDDING  WARS 

■ want  to  set  the  record  straight  about 
a  statement  in  "Ross  Perot's  baby 
takes  its  first  big  steps"  (Information 
Processing,  Apr.  22)  on  the  award  of 
data-processing  contracts  by  Robert 
Plan  Corp.  and  First  American  Bank- 
shares.  It  was  stated  that  EDS  lost  in 
competition  for  these  contracts.  In  fact, 
we  did  not  compete  in  either  case.  While 
EDS  had  been  involved  in  discussions 
with  Robert  Plan  and  First  American, 
our  company  did  not  submit  bids. 

Roger  Still 

Regional  Director,  Public  Relations 
EDS  Corp. 
Dallas 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y.  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


What  do  you  bet 
they  print  it  on  a  LaserJet? 


La.serJet  mean.s  reliability,  cus- 
tomer support,  and  technological 
excellence.  Call  1-800-752-0900, 
Ext.  2157  for  your  authorized  HP 
dealer.  And  make  a  good  idea 
even  better. 


HP  Peripherals 

When  it's  important  to  you. 


HEWLETT 
EM  PACKARD 


V.m  Hi-wlcli  i'a,  kani  Conipiiny  I'K121II7 
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THE  LITIGATION  EXPLOSION:  WHAT  HAPPENED  WHEN  AMERICA  UNLEASHED  THE  LAWSUIT 

By  Walter  K.  Olson 
Dutton  •  388pp  •  $24.95 

HOW  THE  COURTROOM 
BECAME  A  CASINO 


When  Gloria  Grayson,  a  21-year- 
old  opera  student,  tripped 
over  a  hole  at  a  sidewalk 
work  site,  she  broke  her  leg — and  killed 
her  chances  of  becoming  a  famous  diva. 
Or  so  her  lawyer  argued  in  a  1959  negli- 
gence suit  against  the  site's  owners  and 
contractors.  Grayson  claimed  she  hit  her 
head  in  the  spill  and  afterward  had  trou- 
ble staying  on  pitch.  She  sought  compen- 
sation for  her  injuries  and  the  loss  of 
what  might  have  been  a  lucrative  career. 
A  Bronx  jury  awarded  her  the  then-siz- 
able sum  of  $50,000.  An  appeals  court 
cut  the  award  to  $20,000, 
but  upheld  the  precedent. 

Grayson's  suit,  writes 
Walter  K.  Olson  in  T/ic 
Litigation  Explosion: 
What  Happened  When 
America  Unleashed  the 
Lawsuit,  highlights  one 
way  U.  S.  courts  and  law- 
makers have  "deregulat- 
ed" litigation.  The  conse- 
quence, in  his  view,  is  an 
eruption  of  needless  and 
destructive  lawsuits  that 
only  make  lawyers  rich. 

Given  Olson's  promi- 
nence as  a  senior  fellow 
of  the  influential  Manhat- 
tan Institute,  a  conserva- 
tive think  tank,  The  Liti- 
gation Explosion  is  being 


began  comparing  lawsuits  to  "crap- 
shoots,  roulette  wheels,  keno  lounges 
and  fan-tan  parlors." 

As  the  law  of  damages  broke  down, 
other  traditional  safeguards  crumbled  at 
the  hands  of  the  increasingly  powerful 
litigation  industry.  In  Olson's  view,  law- 
yer advertising,  court-shopping,  and 
sweeping  pretrial  discovery  are  exam- 
ples of  dubious  reforms  promoted  by  the 
contingency  bar — a  growing  group  of 
greedy  attorneys  who  gamble  on  the 
outcome  of  suits,  usually  by  fronting  ex- 
penses in  return  for  a  piece  of  the  ac- 


0 


Ison's  assault 
on  the  liability  system 
is  articulate — but 
one-sided  and  thinly 
supported 


hailed  as  an  authoritative  look  at  our 
troubled  liability  system.  To  be  sure,  Ol- 
son adds  an  articulate  voice  to  a  charged 
debate  and  suggests  some  provocative 
solutions.  His  reasoning,  however,  tends 
to  be  one-sided  and  thinly  supported. 

Until  some  30  years  ago,  Olson  writes, 
suits  were  seen  as  evil,  a  last  resort.  The 
law  was  full  of  rules  that  discouraged 
frivolous  filings,  kept  litigants  within 
tight  bounds,  restricted  expert  testimo- 
ny, and  narrowed  the  courts'  discretion. 
But  Americans  gradually  came  to  be- 
lieve that  settling  private  quarrels  in 
court  could  make  society  better  and 
fairer,  and  the  law  was  relaxed. 

One  big  shift  came  in  the  law  of  dam- 
ages. Courts  used  to  award  damages 
only  if  they  were  "direct  and  certain" — 
not  speculative,  as  in  Grayson's  case. 
But  after  her  suit,  "one  formalistic  dam- 
age limitation  after  another  collapsed  in 
similar  fashion,"  Olson  writes.  People 


tion.  "The  unleashing  of  litigation  in  its 
full  fury,"  he  writes,  "has  done  cruel, 
grave  harm  and  little  lasting  good." 

Olson  tackles  some  important  and  elu- 
sive questions;  Why  does  America  have 
so  many  lawsuits?  Why  are  lawyers  so 
numerous,  powerful,  and  feared?  Should 
anything  be  done  to  change  matters? 

Litigation's  "parade  of  horribles" — ex- 
pense, acrimony,  destruction  of  privacy, 
and  corruption  of  the  participants — can, 
he  concludes,  be  stopped.  The  key  is  to 
make  lawyers  answer  for  their  excesses 
and  pay  for  their  mistakes.  He  calls  this 
solution  "strict  liability  for  lawyering." 
His  main  proposal  is  to  force  losers  in 
suits  to  foot  the  winners'  legal  bills.  (He 
suggests  charging  lawyers  but  letting 
clients  commit  by  contract  to  pay.)  Such 
"two-way  fee-shifting"  exists  in  England 
and  other  European  countries,  he  notes. 
Instituting  similar  rules  here,  he  writes, 
"is  the  single  most  important  and  con- 


structive legal  reform  ordinary  citizei 
can  fight  for  over  the  long  term." 

Olson  packs  his  book  with  generally, 
tions  about  the  evils  of  contingency-f. 
lawyers  but  offers  little  hard  data  c 
original  research  to  back  up  his  di: 
tribes.  He  cites  cases  and  studies,  bi 
mostly  he  recycles  facts  and  opinio 
from  newspapers  and  magazines. 

More  disturbing,  he  fails  to  take  o 
and  discredit  the  growing  body  of  ev 
dence  that  contradicts  him.  He  stresse 
for  example,  that  the  number  of  injur 
suits  is  spiraling  out  of  control.  But  fe( 
eral  court  records  from  1985  to  19^ 
show  that  personal-injury  product-liabi 
ity  filings,  with  the  exception  of  asbe: 
tos  cases,  decreased  by  37. 57-^'.  And  whi 
Olson  correctly  notes  a  rise  in  gigant: 
punitive-damage  awards,  he  overstate 
the  case.  Michael  Rustad,  a  professor  i 
Boston's  Suffolk  University  law  scho( 
who  is  studying  punitive  product-liabilit 
awards  from  1965  to  1990,  has  foun 
that  the  increase  involve 
an  extremely  small  nun 
ber  of  verdicts  and  ths 
huge  awards  are  fr( 
quently  overturned  on  a{ 
peal. 

Olson's  main  remedy- 
making  losers  pay — isn 
as  fair  as  it  sounds.  I 
doesn't  work  when  th 
playing  field  is  uneven,  a 
when  an  individual  of 
poses  a  corporation.  An* 
even  suits  with  merit  cai 
be  lost  on  technicalities 
Olson's  plan  would  simpl; 
scare  away  many  plain 
tiffs  who  have  in  fac 
been  wronged. 

Still,  there's  no  ques 
tion  that  our  liability  sys 
tern  is  overloaded  and  sometime; 
abused.  One  good  starting  point  fo 
change  is  a  new  study  commissioned  b; 
the  American  Law  Institute,  an  organi 
zation  of  lawyers,  academics,  an( 
judges.  The  study  urges  uniform,  scale( 
awards  for  pain  and  suffering,  clear  cri 
teria  for  punitive  awards,  and  othe 
changes  that  would  make  tort  litigatioi 
cheaper  and  more  predictable  for  sue( 
companies.  For  plaintiffs,  it  suggests  al 
ternatives  to  the  tort  system,  including  ! 
no-fault,  workers'-compensation-like  sys 
tern  for  medical  and  pharmaceutical  inju 
ries,  that  would  make  it  easier  and  les: 
costly  to  get  restitution.  In  contrast  t( 
Olson's  passionate  but  ultimately  unsat 
isfying  argument  for  reform,  the  ALI  re 
port  offers  a  documented,  evenhandec 
analysis  and  prescription  for  change. 

BY  MICHELE  GALEh 
Galen,  an  attorney,  is  BUSINESS  WEEK'. 
Legal  Affairs  editor. 


12  BUSINESS  WEEK/MAY  13,  1991 


BOO 


"She  boks  even  better  when  slfe 

walking  toward  you. 
And  she  drinks  Johnnie  Walker  Red!' 


PROMISES  MADE. 
PROMISES  KEPT. 


Georgia-Pacific  Corporation  All  rights  reserved. 


When  we  acquired  Great  Northern  Nekoosa, 
we  added  about  $5  billion  in  debt.  It's  not  a  small  number, 
and  it  raised  more  tlian  a  few  eyebrows. 


But  we  made  a  commitment  to  begin  quickly  to  pay  down 
this  debt.  And  we've  kept  to  it. 

A  case  in  point.  We  recendy  sold  a  group  of  non-strategic 
assets  for  slightly  more  than  $1  billion.  As  a  result,  we  have  retired 
a  significant  amount  of  the  acquisition  debt.  Just  ten  months 
after  the  Nekoosa  deal  was  inked. 

Not  bad  for  starters. 

Certainly,  there's  more  work  to  be  done.  So 
as  we  head  into  the  second  year  of  the  acquisition,  we'll  continue 
to  pursue  our  methodical  approach  to  integrating  the 
two  companies,  realizing  the  benefits  of  the  integration 
and  paying  down  the  debt. 

But  the  point  is,  we're  not  just  on  schedule  with  our 
debt  reduction  plan,  we're  ahead  of  it. 

And  that's  good  news. 
Especially  for  our  shareholders. 


GeorgiaF^cific  ^ 


iconomic  Viewpoint 


'PROPERTY  OWNERS'  ARE  RISING 
FROM  RUSSIA'S  ECONOMIC  RUBBLE 


BY  PAUL  CRAIG  ROBERTS 


The  chaos  generated 
by  ineffective 
reforms  and 
crumbling  central 
authority  has 
everybody  from 
KGB  officials  to 
shopkeepers 
diverting  state 
resources  into 
private  property 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


While  Soviet  President  Mikhail  Gorba- 
chev struggles  with  the  problems  of 
the  failing  Soviet  economy  (and  po- 
litical system),  disputing  the  course  and  pace 
of  change  with  reformers,  the  problem  is  be- 
ing solved  by  plunder.  Officials  of  the  old  or- 
der are  privatizing  the  economy  by  turning  its 
pieces  into  their  private  property  and  diverting 
state  resources  to  more  efficient  uses.  Every- 
one is  in  on  the  act — factory  managers,  minis- 
try officials,  local  and  regional  Communist 
Party  secretaries,  state  shopkeepers,  even  KGB 
officials. 

From  my  visits  to  the  Soviet  Union  and  from 
conversations  with  Soviet  and  republic  offi- 
cials, former  members  of  Gorbachev's  presi- 
dential council,  and  economic  reformers  such 
as  Stanislav  Shatalin,  it  is  clear  that  the  unoffi- 
cial privatization  under  way  takes  a  rich  vari- 
ety of  shapes.  Reforms,  such  as  leasing  and 
the  right  to  establish  cooperatives,  together 
with  the  breakdown  in  Kremlin  authority,  let 
well-placed  individuals  use  various  devices  to 
convert  state  property  to  their  own.  For  exam- 
ple, cooperatives  are  created  that  have  parasit- 
ical relationships  to  state  enterprises  and  ex- 
ploit the  enterprises'  resources.  Other  state 
properties  are  converted  into  joint  stock  com- 
panies, which  in  turn  create  a  bank.  The  bank 
buys  the  shares,  and  the  new  ownership  of  the 
companies  is  necessarily  murky,  because  of 
Soviet  laws  restricting  private  ownership. 

Other  conversions  are  more  straightfor- 
ward. A  newly  created  cooperative  rents 
equipment,  such  as  machinery  or  trucks,  from 
a  state  company.  The  more  efficient  private 
use  of  the  equipment  generates  profits  that 
can  be  used  as  bribes  to  continue  the  practice. 
SLICK  SWITCH.  Once  started,  this  process  pei-- 
meates  every  corner  of  the  economy.  For  ex- 
ample, workers  buy  burned-out  light  bulbs 
from  peddlers  for  a  few  kopeks,  then  switch 
them  for  good  ones  in  their  workplaces.  The 
good  ones  are  sold  for  a  handsome  profit.  Oth- 
er enterprising  workers  use  factory  machinery 
to  make  parts  or  products  for  private  sale  and 
commandeer  trucks  for  private  deliveries. 

Officials  who  control  resources  and  budgets 
can  always  succeed  in  diverting  some  part 
from  official  purposes.  Such  diversions  have 
long  characterized  the  Soviet  system,  but  they 
grew  in  importance  as  the  economy  became 
integrated  through  the  black  market  as  well  as 
through  Gosplan,  the  state  planning  agency. 
By  Brezhnev's  time,  many  government  offi- 
cials had  become  virtually  independent,  man- 
aging state  resources  for  their  own  benefit. 
When  Gorbachev  came  to  power,  he  discovered 
that  he  had  little  more  control  than  medieval 
kings  had  over  the  counts  and  dukes  who 


once  were  the  king's  appointed  official 
Glasnost  and  perestroika  accelerated  tl 
disintegration  of  the  official  economy.  The  ch 
OS  generated  by  ineffective  reforms  and  dim 
ishing  central  authority  created  new  opport 
nities  for  state  officials  to  convert  pub 
resources  into  their  private  property. 

The  Kremlin  has  been  powerless  to  stop  th 
process.  The  competing  jurisdictional  claims 
Soviet,  republic,  and  local  governments  pi 
vent  any  effective  government  response  to  tl 
problem  of  property.  Tired  of  the  official  sy 
tern's  failures,  people  are  disengaging  from 
and  seeking  workable  solutions.  Increasingl 
mandated  state  deliveries  are  ignored  whi 
managers  find  alternative  distribution  cha 
nels.  This  exercise  of  initiative  results  in  pe 
pie  behaving  as  if  they  were  owners  and  cr 
ates  a  fertile  ground  for  the  enclosure  of  tl 
communist  manor.  We  are  witnessing  tl 
transformation  of  the  Soviet  economy  throu^ 
the  same  unofficial  means  that  created  priva 
property  out  of  feudalism. 
CIVIL  WAR?  So  far,  private  property  is  emer 
ing  without  violence — the  fire  and  sword 
Karl  Marx's  rhetoric.  Recently,  news  accoun 
reported  that  the  KGB  has  warned  its  foreig 
stations  around  the  world  that  civil  war  in  t\ 
Soviet  Union  is  imminent.  Violence  over  sece^ 
ing  republics  is  not  out  of  the  question,  but  t\ 
Kremlin  lacks  the  ability  to  forcibly  recentra 
ize  economic  power  usurped  over  the  years  b 
the  system's  officials.  Not  only  do  the  unofl 
cial  fiefdoms  overlap  official  structures  bi 
government  officials  who  are  turning  then 
selves  into  private  owners  are  unlikely  to  ei 
force  the  state's  strictures  against  their  ow 
activities. 

Central  planning  failed  because  it  could  n( 
organize  resources  with  enough  efficiency 
compete  with  the  rewards  generated  by  th 
black  market.  The  planners  did  not  focus  th 
managers  on  the  creation  of  values  but  o 
the  fulfillment  of  output  quotas  measured  i 
physical  units,  such  as  number,  weight  or,  i 
the  case  of  housing,  square  meters  under  coi 
struction.  The  official  economy,  notorious  fc 
combining  more  valuable  inputs  into  less  vali 
able  outputs,  produces  much  substandard  an 
useless  junk  that  counts  toward  plan  fulfil 
ment.  When  the  same  resources  are  privatel 
organized,  real  values  emerge.  Indeed,  th 
massive  Soviet  black  market  owes  its  existenc 
not  to  taxes  as  in  other  economies,  but  to  th 
irrational  incentives  of  the  planned  economy. 

Gorbachev's  reforms  failed  officially,  bu 
they  succeeded  in  spurring  the  de  facto  privat 
zation  already  under  way.  A  propertied  class  i 
emerging,  and  if  possession  is  nine-tenths  o 
the  law,  it  may  be  permanent. 
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ECONOMIC  VIE 


The  easiest  way  to  get  from  here, 


World  Trade  Market  Sha^ 


□  FY  1490:  Spanish  trade  at  18% 

□  Spanish  trade  .ess  than  l/5th  of  European  totaU 


to  here. 


Turn  that  pile  of  notes, 
reports  and  old  slides  into 
your  most  convincing  presen- 
tation ever.  With  Microsoft 
PowerPoint  for  Windows"  or 
Microsoft  PowerPoint  for 
the  Macintosh.  Each  has 
all  the  tools  you  need  to  make  terrific  over- 
heads, slides  and  handouts. 

We  designed  PowerPoint  software 


i 


especially  for  business  people  like  you  who 
want  a  program  that's  easy  to  learn  and  use. 

Just  call  (800)  541-1261,  Depart- 
ment Q64,  for  the  name  of  your  nearest 
Microsoft  reseller 

And  change  that  mess  on  your  desk 
into  a  masterpiece  in  the  conference  room. 

Mkmsoft 

Making  it  all  make  sense 


For  more  mformatton  m  ihe  50  United  States,  call  (800)  5411261.  Depi  Q64  In  Canada,  call  (416)  568  3503.  Outside  the  US  and  Canada,  call  (206)  936-8661  ©  1991  Microsoft  Corporatum.  All  rights  reserved  Microsoft,  the  Microsoft  logo  and  PouxrPomt 
are  registered  trademarits  and  Making  it  all  make  sense  and  Wiyidous  are  trademarks  of  Microsoft  (Corporation.  Macintosh  is  a  registered  trademark  of  Apple  Computer.  Inc. 


The  fabulous  SS-100;  the  incredible  XK120;  the  leg- 
endary E-type:  None  of  these  Jaguars  started  out  as 
classics.  They  were  simply  spirited  motorcars,  designed 
with  the  latest  technology  and  all  the  style,  passion  and 
value  that  Jaguar  had  to  offer.  As  people  fell  in  love  with 
them,  their  reputation  grew.  So  much,  in  fact,  that  today 
they  are  among  the  most  coveted  cars  in  the  world. 


Of  course,  the  technology  has  changed,  but  Jagu 
philosophy  of  building  distinctively  styled,  spin 
motorcars  at  a  reasonable  price  remains  the  same 
perfect  example  is  the  1991  Jaguar  Sovereign.  Its  sp 
comes  from  a  223-horsepower,  four-liter,  24-v£ 
engine,  mated  to  an  electronically  controlled,  ft 
speed  automatic  transmission  with  driver-selects 


A  BLENDING 


OF        ART  AN 


find  an  array  of  modern  conveniences,  such  as  com- 
puterized climate  control,  an  80- watt  stereo  entertain- 
ment system,  an  electrically  operated  sunroof  and  a 
host  of  power-assisted  amenities. 

We  invite  you  to  test  drive  the  1991  Sovereign.  We 
think  you'll  find  the  experience  to  be,  in  a  word,  classic. 
For  your  nearest  dealer,  call  1 -800-4-JAGUAR. 

4    A   C    H    I    N    E      ^8^^  JAGUAR 


tort  shifting.  Add  to  that.  Jaguars  fully  independent 
ispension,  massive  disc  brakes  and  advanced  anti-lock 
•aking  system  and  it  becomes  readily  apparent  that  the 
jvereign  is  a  performer  of  legendary  proportions. 

Then  there  is  the  Sovereign  interior.  It  is  filled  with 
;e  highly  polished  hardwood  and  supple  leather  that 
•e  so  much  a  part  of  the  Jaguar  legend.  You  will  also 


conomic  Trends 


BY  GENE  KORETZ 


GERMANY'S  GROWING 
ECONOMIC  WOES  ROIL 
THE  CURRENCY  MARKETS 

Notwithstanding  the  dollar's  recent 
ascent,  the  most  significant  devel- 
opment in  currency  markets  seems  to  be 
the  sudden  decline  of  the  German  mark. 
Because  it  reflects  growing  German  eco- 
nomic malaise,  and  Germany  is  the  linch- 
pin of  West  European  economies,  the 
mark's  drop  may  well  be  a  harbinger  of 
slowing  demand  for  U.  S.  exports. 

The  mark's  reversal  has  been  dramat- 
ic. After  hitting  new  heights  in  mid-Feb- 
ruary, it  has  plunged  18%  against  the 
dollar,  even  though  short-term  German 


THE  GERMAN  MARK 
TAKES  A  DIVE 


JAN.  ■91  FEB.  MAR.  APR. 

▲  INDEX:  JAN.  2, 1991=100 

DATA:  MANUFAOURERS  HANOVER  TRUST  CO. 


interest  rates  are  300  basis  points  higher 
than  U.  S.  rates.  It  has  also  fallen  11% 
against  the  Japanese  yen  and  weakened 
against  other  European  currencies. 

Behind  this  fall  from  grace,  says  econ- 
omist Carol  A.  Cantore  of  Manufactur- 
ers Hanover  Trust  Co.,  is  the  realization 
that  restructuring  the  east  German 
economy  will  be  a  long,  hard  process. 
Instead  of  sparking  an  economic  miracle, 
monetary  union  has  dissipated  east  Ger- 
many's comparative  advantage  of  cheap 
skilled  labor.  And  the  sudden  availability 
of  Western  products  has  hurt  demand 
for  its  own  inferior  consumer  goods. 

The  result  has  been  a  60%  drop  in  east 
German  industrial  production,  combined 
with  soaring  unemployment  and  infla- 
tion. At  the  same  time,  the  west  German 
boom  fueled  by  the  federal  govern- 
ment's decision  to  subsidize  east  Germa- 
ny's sagging  economy  is  finally  starting 
to  fade.  Huge  tax  increases  slated  to 
take  effect  in  July  to  help  pay  for  eco- 
nomic union  are  already  stirring  public 
unrest  and  weakening  the  power  of 


Chancellor  Helmut  Kohl's  Christian 
Democratic  Union  party.  Germany's 
soaring  current-account  balance  has  sud- 
denly slipped  into  deficit.  And  inflation- 
ary pressures  are  heating  up  in  the  face 
of  rising  wage  demands,  the  falling 
mark,  and  pending  tax  hikes. 

Looking  ahead,  economist  William 
Sterling  of  Merrill  Lynch  &  Co.  expects 
growth  in  west  Germany  to  slow  from 
4.6%  in  1990  to  2.7%  this  year  and  2.2% 
in  1992,  as  the  effects  of  tight  money 
and  higher  taxes  finally  brake  the  econo- 
my. At  the  same  time,  he  expects  infla- 
tion to  rise  to  4%  or  higher. 

All  of  this,  says  Sterling,  spells  contin- 
ued downward  pressure  on  the  mark, 
particularly  since  the  U.  S.  economy  is 
expected  to  perk  up  and  inflation  is  ex- 
pected to  ease  in  coming  quarters.  But 
the  wild  card,  says  Carol  Cantore,  will 
be  the  impact  of  a  German  slowdown  on 
Europe's  demand  for  U.  S.  goods. 
"Western  Europe,"  she  notes,  "is  the 
only  major  area  with  which  the  U.  S. 
enjoys  a  trade  surplus,  and  deterioration 
there  could  undermine  one  of  the  key 
props  of  the  anticipated  U.  S.  recovery." 


A  HIGHER  MINIMUM 
SEEMS  TO  HAVE  HELPED 
LOW-WAGE  WORKERS 

There's  often  a  wide  and  uncomfort- 
able gap  between  economic  theory 
and  economic  developments  in  the  real 
world  that  lies  outside  the  sheltered  pre- 
cincts of  academe.  Take  the  argument 
against  the  hike  in  the  minimum  wage 
passed  a  few  years  ago.  According  to 
many  economists,  such  a  hike — which 
raised  the  minimum  from  $3.35  to  $3.80 
per  hour  last  year  and  to  $4.25  this 
April — could  hurt  low-wage  earners  by 
pricing  them  out  of  the  market. 

To  test  such  predictions,  economists 
Lawrence  F.  Katz  of  Harvard  University 
and  Alan  B.  Krueger  of  Princeton  re- 
cently surveyed  some  167  fast-food  res- 
taurants in  Texas  after  last  year's  mini- 
mum wage  hike  went  into  effect. 
Although  73%  of  the  restaurants  had 
paid  starting  workers  less  than  the  new 
minimum  wage,  most  reported  that  they 
had  not  attempted  to  offset  their  man- 
dated wage  increase  by  cutting  employ- 
ment or  fringe  benefits.  Many  restau- 
rants, in  fact,  indicated  that  they  had 
increased  wages  more  than  the  law  re- 
quired, while  only  2%  made  use  of  a 
provision  permitting  employers  to  pay 
teenagers  a  subminimum  wage. 

Princeton  University  economist  David 
Card  also  studied  a  similar  situation  in 
California.  In  mid-1988,  the  state's  mini- 
mum wage  was  raised  from  $3.35  to 


$4.25  an  hour.  Previously,  11%  of  C;i- 
fornia  workers  and  half  of  its  teenae 
workers  earned  less  than  the  minimu  . 

Using  labor-market  trends  in  otir 
states  to  infer  what  would  have  h* 
pened  in  California  if  the  law  hadt 
changed,  Card  found  that  the  law  - 
creased  the  pay  of  teenagers  and  otIr 
low-wage  workers  by  5%  to  10%.  Bt 
"contrary  to  conventional  predictioi 
the  employment  rate  of  teenage  workt 
actually  rose,  while  their  school  enrc- 
ment  rate  fell."  Overall  retail  empk- 
ment  was  also  unaffected  by  the  law. 


DEBT  IS  IMPLODING 
AND  THAT  MAY  MEAN  A 
LONGER  SLUMP  

The  most  important  leading  indicat 
for  the  economy,  insists  econon 
consultant  Robert  H.  Parks,  is  real  p 
vate  domestic  borrowing — that  is,  b( 
rowing  by  consumers,  businesses,  ai 
state  and  local  governments.  He  poin; 
out  that  such  credit  fell  in  real  terms 
the  fourth  quarter  for  the  first  tin 
since  the  Great  Depression  and  appea 
to  be  still  declining— indicating  "no  leti 
in  the  recession." 

If  there  is  a  positive  side  to  this  sc 
nario,  it  may  lie  in  the  effect  on  financi 
markets.  Economist  Edward  S.  Hym£ 
of  International  Strategy  &  Investmei 
Group  Inc.  observes  that  "credit  demarJ 
on  the  private  side  of  the  economy  hi 
ebbed  so  much  that  total  U.  S.  del 
growth  over  the  past  year  has  actual, 
fallen  below  the  growth  in  savings 
With  net  savings  now  positive,  Hyma 
thinks  that  interest  rates  are  likely  i 
decline  and  stock  prices  will  edge  up  "e 
additional  Fed  easing  more  than  offsei 
earnings  disappointments." 


RECESSION  HASN'T 
STOPPED  THE  STREAM 
OF  IMPORTS  

The  merchandise  trade  deficit  may  t 
shrinking,  but  economist  Robei 
Chandross  of  Lloyds  Bank  notes  th; 
real  imports  have  remained  surprising! 
strong  during  the  current  recession.  Ir 
ports  of  nonautomotive  consumer  gooc 
have  hardly  declined,  and,  excluding  o; 
total  real  merchandise  imports  are  act 
ally  above  their  level  in  last  year's  se 
ond  quarter.  "With  imports  staying  s 
strong  during  the  recession,"  says  Chai 
dross,  "you  have  to  wonder  what  wi 
happen  to  the  trade  balance  when  tl 
summer  driving  season  begins  and  tl- 
economy  turns  up." 
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ECONOMIC  TRET 


Acordia  Administrators  of  Southern  California 
Los  Angeles,  CA        (21 3)  872-0473 


Acordia. 


Acordia  Benefit  Services  of  Northern  California 
Sacramento,  CA        (91 6)  649-661 4 


Acordia  Benefits  of  Florida 
Jacksonville,  FL         (904)  348-2850 


Acordia  Benefits  of  the  South 
Atlanta,  GA  (404)  395-4740 


Acordia  Benefits  of  Texas 

Dallas,  TX  (214)841-1062 


Acordia  Business  Benefits  of  Evansville 
Evansville,  IN  (81 2)  465-6000 


Acordia  Collegiate  Benefits 
Greenwood,  IN  (31 7)  885-2000 


Acordia  Corporate  Benefits 
Greenwood,  IN  (31 7)  889-2700 


Acordia  Educational  Benefit^  of  Texas 
Dallas,  TX  (214)841-1005 


Acordia  Financial  Industry  Benefits 
Indianapolis,  IN         (31 7)  543-4500 


Acordia  Health  Industry  Benefits 
Indianapolis,  IN         (31 7)  486-5600 


Acordia  Local  Government  Benefits 
Indianapolis,  IN         (31 7)  575-51 00 


Acordia  Personal  Benefits 
Indianapolis,  IN  (31 7)  290-3400 


Acordia  School  Benefits 
Indianapolis,  IN  (317)  290-4100 


Acordia  Senior  Benefits 
Indianapolis,  IN  (317)290-2800 


Acordia  Small  Business  Benefits 
Indianapolis,  IN         (31 7)  486-4000 


A  remarkable,  new  concept 
in  benefits  management. 

The  Acordia  Concept  of  benefits  marketing 
and  administration  is  like  no  other.  Our 
speciaUzed,  purposely  small  companies 
target  a  defined  industry,  geographical  area 
or  personal  insurance  need. 

Our  specialization  means  we  know  your 
needs . . .  and  can  customize  products  and 
services  that  care  for  your  employees  and 
control  your  expenses. 

Acordia  is  a  subsidiary  of  Associated 
Insurance  Companies,  Inc.,  a  top  25  health 
insurer  with  an  "A"  rating  from  A.M.  Best. 

Contact  your  broker.  Or  call  us  directly 
to  learn  more  about  the  Acordia  Concept. 


ordia 


CONSUMER  ELECTRONICS 


THE     TOYS,     THE     TOOLS,     THE  TIMESAVERS 


People  visit  Chicago  in  June  for  three  reasons: 
blues,  the  Cubs,  and  consumer  electronics.  And 
not  always  in  that  order. 

About  50, 000  or  so  manufacturers,  retailers,  and 
assorted  industry  types  are  headed  for  Chicago 
next  month  for  the  1991  International  Summer 
Consumer  Electronics  Show.  The  four-day  event 
is  an  extravagan/a  of  new  products  and 
technologies,  the  best  of  which  will  appear  on 


store  shelves  this  fall  and  winter.  There  is  an 
estimated  1,100  exhibitors  and  at  least  ten  times 
as  many  new  products.  It  would  take  a  team  of 
sprinters  on  roller  skates  to  see  it  all. 

Since  the  show  isn't  open  to  the  public,  relax,  turn 
the  page,  and  enjoy  an  insider's  tour  of  the  latest 
home  office  gear — fax  machines,  cellular  phones, 
lightweight  PCs — and  the  home  entertainment 
and  educational  technologies  of  the  future. 


\ 


^'You're  going  to  do 
what  to  the  cellular  phone 
in  this  commercial?  Run 
over  it  with  a  golf  cart?  I 
sure  hope  you  guys  know 
what  you're  doing." 

That  was  Lee  Trevlno's 
reaction  when  he  was  told 
the  kind  of  abuse  that  was 
in  store  lor  the  Motorola 
Micro  T-A-C™  Digital  Personal 
Communicator  during  the 
shooting  of  his  first  commer- 
cial for  Motorola, 

Well,  not  only  was  the 
Micro  T-A-C  able  to  with- 
stand the  pressure  of  a 
heavy  golf  cart,  but  its  dura- 
bility thoroughly  impressed 
LeeTrevino. 

"I  saw  the  Micro  T-A-C 


dropped,  bumped,  thrown 
and  muddied,"  said  Trevino. 
"They  did  just  about  every- 
thing," he  added,  "but  hit  it 
off  a  tee  with  a  three  wood. 
Yet,  after  all  that  abuse,  it 
performed  like  a  champ.  It's 
obvious  that  the  Motorola 
cellular  phone  is  put 
together  to  stay  together"' 


A  lot  ol  people 
call  me  a  dur- 
able player" 
concluded 
Trevino,  "and 
if  1  continue 


to  hold  up  as  well 
as  my  Motorola 
phone,  I'll 
be  on  the 
tour  for  a  very 
long  time," 


(M)  MaroRaLA 

The  way  we  put  them  together  sets  us  apart 


Testimonial  rellects  actual  events  (W),  Motorola  and  Micro T-A-C  Digital  Personal  Communicator  are  trademarks  ol  Motorola,  Inc  ©  1991  Motorola,  Inc  1-800-331-6450 


PORTRAIT  OF  A  HOME  OFFICE 

These  days  almost  one  in  tliree  American 
households  includes  someone  working  at  home 
either  full-time  or  part-time.  The  actual  number 
is  ,M.4  million  home  offices  as  of  1M91,  on  the  way 
to  |ust  under  40  million  by  1 W,  according  to  Ray 
Boggs,  director.  Small  Ikisiness/I  lome  Office 
Research  for  BIS  Strategic  Decisions. 

There  are,  in  fact,  almost  20  milli(ni  full-time 
home  offices  in  the  I  nited  States  today;  more 
than  one  in  fi\e  Americans  ha\'e  given  up  the 
corporate  rat  race  to  take  up  the  new  American 
dream:  working  on  their  own  time.  And  they're 
doing  It  with  increasingly  well-etiuipped  and 
sophisticated  ottices. 

According  to  BIS  Strategic  Services,  one-third  of 
all  home  offices  now  sport  a  personal  computer, 
2,S'/r  have  a  printer — increasingly  laser  rather  than 
dot  matrix — one  in  six  have  a  two-line  phone,  and 
10%  ha\e  a  personal  copier.  .About  halt  have  a 
telephone  answering  machine,  compared  with 
M)%  of  all  households.  Surprisingly  few  had  a  lax 
machine  until  this  year,  but  bv  the  end  of  IWl, 

close  to         of  all 
home  offices  will 
ha\e  one.  .Since  the 
axeragc  home  office 
worker  will  spend 
another  $S00  or  so 
on  new  equipment 
this  year,  over  and 
above  staples,  paper, 
and  all  the  other  necessities,  the  T.S.  home  office 
marketplace  seems  to  be  \erv  much  a  case  of 
electronic  c(|uality  on  the  uistallinent  plan. 


"Vou  buy  the  ecjuipment  you  need  for  the  next 
two  months,  and  then  you  go  from  there.  It's 
driven  bv  the  business,  what  the  client  demands, 
and  what  the  competition  is  doing,,"  notes  Boggs. 

A  NEATER  PAPER  TRAIL 

No  one  argues  against  the  obvious  advantages  of 
plain  paper  fax:  precut  sheets  with  greater 
resolution  and  durability.  The  cost  of  plain  paper 
technology  has  been  declining  at  a  steadily 
increasing  rate,  to  the  point  where  plain  paper 
models  are  starting  to  appear  in  stores  for  under 
$1„S00.  That's  still  about  three  times  the  cost  of 
inexpensive  thermal  models,  but  still  cheap 
enough  to  begin  attracting  high-volume 
customers. 

I-'ax  manufacturers  are  using  three  basic 
technologies  to  build  plain  paper  machines:  laser, 
ink  jet,  and  thermal  transfer.  And  just  as  with 
computer  printers,  laser  models  provide  the  best 
resolution  and  overall  performance— at  the 
highest  cost. 

Laser  plain  paper  fax  machines  have  onlv  recently 
become  available  for  less  than  $.^,000,  about  twice 
the  cost  of  ink  jet  and  thermal  transfer  models. 
Home  offices  that  already  have  a  computer  laser 
printer  can  always  add  a  fax  board  to  the  PC  to 
print  out  fax  messages  on  plain  paper,  but  that 
can  pro\e  to  be  an  incon\enient  solution  for 
peoi>lc  who  receive  fax  messages  at  all  hours. 

Those  people  are  more  likely  to  turn  to  ink  jet 
and  thermal  transfer  fax  machines  as  a  cost- 
effectixe  alternative.  Panasonic's  ink  jet  model 
VF-.iOO,  for  example,  has  been  advertised  below 


when  you 
think  copiers 
think  Mita. 


the  image  specialist. 


For  more  information  write: 
Mita  Copystar  America,  Inc., 
P.O.  Box  3900,  Peoria,  Illinois 
61614,  or  call  1  -800-ABC-MITA. 
©  1991  Mita  Copystar,  Inc. 


CEREBRAL  AEROBICS  PROGRAM  N'J  3 


ir  Lawrence  pulled  Volume 
IV  from  the  shelf,  blew  off  a 
cloak  of  dust  and  opened 
britde  pages.  He  could 
scarcely 
what  he 
found 
inside.! 

True,  he 
hadn't  consulted 
these  particular 
journals  in 
years  and, 
admittedly, 
he  had 
acquired  the 
ten-volume  set  in 
his  youth  from  an 
odd  little  book  store  on  the 
ITiames,  but  still!  Holes!?  A  bookworm  had  eaten  clean  through  the  pages,  hideed,  to 
Sir  Lawrence's  considerable  chagrin,  he  found  the  ravenous  little  bugger  had  chewed, 
in  a  straight  line,  from  the  front  cover  of  Volume  I  to  the  back  cover  of  Volume  X. 

All  of  which  brings  us  to  our  seemingly  simple  question:  If  each  book  is 
exactly  two  inches  thick,  how  far  did  the  bookworm  travel? 


IWI  ttiw  rf.  hnol„K>  lt.r  avsEisartjt'Mcn-.lrredfmariiHi.  i  «  -I      HtCIMON  *  >SK  UU-LMON  iiShsv/M,  tt  VSK  Dt:X:lSION  486/25  and  ftVSE  DtXblON  486/33t  are  tradtmariuof  *w  Tpchnolopy  Inc  8038(i,  80S»f^\  and  I486  amradcmaAiof  InwKxirpiirBlron 


^iiost  people 
Of  course. 


In  tussling  with  this  type  of  cerebral  aerobics 
make  a  simple  but  serious  error:  They  assume  something 
this  happens  without  realizing  it.  But  still,  it  happens. 

As  you'll  see  in  a  moment,  the  way  to  avoid  making  a  false  assumption  is 
to  work  things  out  methodically.  Carefully  thinking  through  each  step. 

For  instance,  consider  this  question.  A  company  makes  one  of  the  broad- 
est lines  of  computer  terminals  in  the  world.  They  have  for  years.  In  fact,  they've 
delivered  over  three  million  of  them. 

If  you  needed  terminals  you'd  probably  think  of  them.  But  what  if  you 


needed  PCs?  Would  you  assume  that, 
nant  in  terminals,  they  must 

Tsk,  tsk.  Have  you 

Well,  as  you  may 
company  in  question  isW^se. 
we  don't  have  an  impressive 
PCs  it  would  be  a  shame. 

Consider  our 
models  that  offer  a  rich 


The  Decision  Senes  PCs:  386,s.\/16s  (shown),  386s\/20, 
486/25.  486/33K  (shown).  Advanced  ergonomics,  fmicky 
attention  to  detail,  exceptional  power  lor  the  dollar. 


since  this  company  is  so  domi- 
not  do  a  real  number  in  PCs? 
learned  nothing? 
have  correctly  assumed,  the 
And  if  you've  been  assuming 
array  of  powerful,  priced-right 
For  both  of  us. 

new  Decision  Series.  Four 
set  of  features.  Generous 


power  supplies,  three  styles  of  ergonomically  advanced  chassis,  multiple  configura- 
tions, popular  Wyse-designed  keyboards,  aggressive  pricing  and  bundled  DOS  4.01 . 
For  starters. 

Of  course  we  realize  there's  a  good  chance  some  of  you  have  read  this  far 
because  you're  more  interested  in  the  answer  to  our  puzzle  than  in  our  products.  You've 
assumed  wed  bury  the  answer  down  here  somewhere.  Well,  you're  wrong  again.  But 
go  look  in  the  back  on  the  Companies  Index  page. 

Now  that  it's  clear  we  make  an  impressive 
line  of  PCs,  you  might  be  tempted  to  assume  we  stop 

there  and  don't  get  into  the  even  more  sophisticated  products  like  super  fast  multi- 
processing systems  for  the  UNIX  environment.  With  speed  in  the  100  MIPS  range. 
But  you  wouldn't  assume  that  after  all  this.  Would  you? 


To  learn  more  about  our  Decision  Series  PCs 
call  us.  We'll  send  you  complete  specs  plus  a 
poster  of  additional  Cerebral  Aerobics  To  help 
keep  your  original  equipment  personal  com- 
puter in  top  form  1-800-GET  WYSE 
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SPECIAL    ADVERTISING  SECTION 


$1,400  in  some  cities,  and  that's  close  to  the 
selling  price  ofCkmoii's  Faxphone  SO,  which  uses 
a  thermal  transfer  mechanism.  Both  ink  jet  anti 
therm.il  transfer  |ilain  paper  fax  machines  should 
he  tlow  n  aroimd  $1,000  by  the  end  of  the  year, 
says  Judy  I'irani,  director  of  lmafi,e 
C:()mmunication  Systems  for  BIS  Strategic 
Decisions. 

IMPROVING  COMMUNICATIONS 


CALLING   DICK  TRACY 

Almost  seven  million  Americans  will  own  a 
cellular  phone  by  the  end  of  this  year,  and  that's 
about  two  million  more  than  the  year  before, 
according  to  most  market  research.  Only  5%  of 
them  are  owned  by  people  who  work  from  their 
home,  but  as  cellular  and  other  wireless  phone 
services  become  more  widespread,  that 
percentage  is  expected  to  increase. 


Just  as  many  fax  manufacturers  concentrate  on 
building  low-cost  plain  paper  models,  other 
companies  are  focusing  on  the  other  main 
function  of  a  fax  machine:  communication. 

Next  month,  for  example.  Sharp,  is  expected  to 
introilucc  a  thermal  fax/answering  machine  that 
stores  up  to  100  pages  of  text  on  the  answering 
machine  s  microcassette.  Voice  and  tax  messages 
are  coded  so  users  can  call  up  for  their  voice 
messages  without  enduring  a  seemingly  endless 
series  of  electronic  tones  from  faxes.  Just  as 
important,  they  can  retrie\e  their  stored  fax 
messages  by  dialing  from  a  remote  fax  machine, 
much  as  they  can  receive  their  voice  messages 
from  a  remote  phone. 

'The  combination  of  fax  and  answering  machine 
also  eases  the  burden  for  home  office  workers 
reluctant  to  add  a  separate  phone  line  for  a  fax 
machine.  I'anasonic  first  introduced  a 
combination  fax/answering  machine  in  l'^)(S'>, 
where  the  machine  automatically  senses  whether 
an  incoming  call  is  voice  or  fax.  Both  'I'oshiba  and 
Ricoh  ha\'c  developed  voice/fax  switching,  and 
other  manufacturers  are  expected  to  move  into 
this  area  this  year  as  well. 


Cellular  phones  themselves  have  become  smaller, 
lighter,  and  less  expensive.  In  addition  to 
Motorola,  which  introduced  the  first  pocket-sized 
cellular  phone  in  1989,  Mitsubishi,  Oki,  Fujitsu, 
and  Panasonic  ha\'e  all  added  pocket-sized 
cellular  phones  that  weigh  between  10  ounces 
and  14  ounces. 

The  latest  example: 
Audiovox  this 
month  will  begin 
selling  its  Minivox 
h  ami  held  cellular 
phone,  which 
weighs  10. ()  ounces, 

fits  in  a  shirt  pocket,  and  has  enough  power  for  70 
minutes  talk  time  and  eight  hours  in  standby 
mode.  The  phone,  which  is  being  manufactured 
for  Audiovox  by  Toshiba,  has  a  suggested  retail 
price  of  $995. 

That's  representative  of  the  10%  to  35%  decline 
in  cellular  phone  prices  in  the  last  year.  I'hones 
should  be  even  more  affordable  this  year,  in  part 
because  new  manufacturers  continue  to  enter  the 
cellular  business.  In  the  last  year.  Pioneer, 
Kenwood,  and  Murata,  for  example,  have  all 


I^nasonic  brings  you  a 
pocket  cordless  phone  with 
Sound  Charger  technology. 

If  you  can  t  believe  your  eyes, 
iust  wait  until  you  hear  it. 

This  cordless  is  designed  with 
our  Sound  Charger  noise  reduction 
system.  It's  a  double  filter  system 
.vith  two  microprocessors.  One  in 
,-*'^f^^^     the  base  unit, 
WjWjJIiy.    the  other  in  the 
handset.  They  re 
lesigned  to  filter  background 
noise  and  amplify  a  caller  s  voice 
So  your  conversations  come 
through  loud  and  clear. 

The  Panasonic  KX-T4000  is 
engineered  with  two  dialing  pads. 
It  s  like  owning  two  phones.  Dial 
trom  the  speakerphone  base  or 
!iie  handset 

There's  also  10-channel  select- 
able switching  from  the  handset.  So 
,'ou  can  always  speak  on  the  clear- 
'  'St  channel.  There's  speed  dialing 
md  a  battery  you  replace  yourself. 
Even  a  fully  charged  spare  battery 
in  the  base.  All  in  a  phone  that  folds 
in  half  and  fits  in  your  shirt  pocket. 
Heard  enough'?  Then  pick  up 
^he  cordless  phone  with  Sound 
Charger,  The  size  will  amaze  you, 
I  The  sound  will  astonish  you.  H 

Ti  ii  _.  phone  IS  lotie/putse  switchdbie  and  is  c<)pabie 

SOUND 
CHARGER  ' 


Panasonic 

just  slightly  ahead  of  our  time. 
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announced  their  first  cellular  phones,  and 
industry  insiders  say  more  new  brands  are  on  the 
way. 

The  first  true  "personal  telephones,"  though,  are 
perhaps  a  year  away.  That's  when  telephone 
companies  start  offering  so-called  Personal 

C  o  ni  m  u  n  i  c  a  t  i  o  n  s 
Ser\ices,  including 
what  amounts  to 
"  m  i  c  r  o  -  c  e  1  1  u  - 
lar"  phones  using 
low-powered  re- 
ceivers and  close- 
ly bunched  radio 
tcjvvcrs  about  600 
feet  apart.  I'he  service  is  expected  to  e\entually 
replace  conventional  wired  phones. 

['('.S  phones,  which  will  be  smaller  an^l  lighter 
than  even  the  smallest  cellidar  models,  should 
cost  about  $.VS()  to  $450  initially.  Service  costs, 
somew  here  in  the  area  of  $.S  to  $10  a  month  plus 
20(f  to  4()(f  a  minute,  will  vary  based  on  the  type 
of  ser\  ice.  That's  less  than  half  the  cost  of 
conventional  cellular  phone  service  in  most  parts 
of  the  country. 

Prices  for  both  hardware  and  service  should 
decline  rapitlly  as  the  nLunber  of  companies  that 
offer  \'C.S  increases.  The  federal  (>om- 
mimications  Commission  has  received  more  than 
,S()  requests  from  companies  interested  m  offering 

i'(  :,s. 

THE  SHRINKING  PC 

Whether  they  work  at  home  or  at  a  corporation, 


office  workers  increasingly  require  more  high- 
tech sustenance.  That,  more  than  anything, 
explains  why  laptop  computers  represent  the 
fastest  growing  segment  of  the  PC  business. 

By  1995,  according  to  some  estimates,  laptops — 
particularly  notebook-sized  models — will  account 
for  50%  of  all  PC  sales.  Even  those  manufacturers 
with  a  more  conservative  outlook  concede  that 
laptop  computers  have  gone  mainstream  and,  in 
some  cases,  are  replacing  desktop  PCs. 

Still,  a  laptop  computer  will  cost  much  more  than 
a  desktop  model  with  equivalent  performance 
and  features.  That's  the  price  you  pay  for  a 
smaller,  lighter  package  that  will  run  on  battery 
power  as  well  as  AC.  A  name  brand  desktop  286 
PC  with  a  VGA  display  and  a  20-megabyte  hard 
drive  sells  for  not  much  more  than  $1,000. 

Manufactureres  still  face  a  difficult  challenge  in 
prolonging  battery  life.  A  typical  laptop  will  run 
for  two  to  three  hours  off  one  NiCad  battery. 
What  is  on  the  way,  however,  is  a  new  generation 
of  high-powered  microprocessors  that  draw  less 
power  from  the  battery. 

COMPUTERS   IN  DISGUISE 

If  a  pictLire  is  worth  a  thtuisand  words,  what  is  the 
vakie  of  pictures,  sound,  text,  and  graphics 
wrapped  up  in  one  package.''  The  answer  should 
be  forthcoming,  as  soon  as  the  first  multimedia 
systems  for  consumers  begin  showing  up  on  store 
shelves. 

Two  major  self-contained  multimedia  systems  are 
going  on  sale  in  the  U.S.  this  year:  CD-I 


It's  not  just 
another  car  phone. 
It's  the  new 
Cellular  Phone 
for  Lincoln. 


Introducing  a  new  luxury  option 
for  Lincoln  Continental,  Town  Car  and  Mark  VII. 
More  than  just  a  cellular  phone,  the  new  Ford  Cellular  System 
offers  a  state  of  the  art  factory- installed 
Lincoln  cellular  phone, 
plus  a  national  dealer-activated  carrier  network* 
and  a  factory-backed  dealer  service  and  exchange  program. 
You  won't  find  a  complete  cellular  phone  system 
that  offers  more  value  and  convenience. 

Ask  your  local  Lincoln-Mercury  dealer 
for  all  the  details  on  the  new  Ford  Cellular  System 
or  call  1-800-367-3013. 


CELLULAR  SYSTEM 


Not  available  m  Canada 


*  Available  in  most  areas. 


Excellence  is 
a  universal  goal 


At  Brother,  the  search  for 
excellence  begins  with  a  search  for 
what  you  need  to  achieve  your  personal 
best.  It's  an  attitude  reflected  in  our  products— 
and  our  sponsorship  of  the  worldwide  Olympic 
Games.  And  it's  been  a  driving  force  behind  our 
support  for  gymnastics  through  BrotherCup  inter- 
national competitions  for  the  past  10  years. 

All  of  us  at  Brother  look  forward  to  the  1992 


Olympics,  where  once  again 
we  II  join  the  world's  top  athletes 
as  they  strive  for  excellence.  At  the 
Winter  Games  in  Albertville,  France,  and  the 
Summer  Games  in  Barcelona.  Spam,  we'll  be 
there  to  support  the 

contestants— and  help  _i  (  'issssgsssssasssBaf^^ 

them  achieve  the  goal 
we  all  share. 


Worldwide  Sponsor  of  the  1992  Olympic  Games 


BROTHER  INDUSTRIES,  LTD. 
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(Compact  Dist'-I  ntcractiv  c ),  from  IMiilijis 
(Consumer  F.lectronics,  ,Son\,  and  Panasonic,  anti 
(>D'I"V  (Comnioclorc  nynainic  I'ocal  Vision). 
Both  play  and  display  mnsic,  images,  text,  and 
f^rapliics  stored  on  a  compact  disc  and  arc  actually 
extensions  ot  the  (ID-ROM  tcchnolot;v  usetl  in 
personal  computers. 

Commodore,  starting;  last  month,  was  scheduled 
to  begin  shipping  CDTV  at  a  $999  suggested 
retail  price  to  stores  in  Los  Angeles,  San 
Francisco,  San  Jose,  Sacramento,  and  Chicago.  By 
this  fall.  Commodore  plans  to  have  CDTV  on  sale 
in  most  major  cities  around  the  country. 

Philips,  and  possibly  Sony  and  Panasonic  will 
begin  selling  CD-I  systems  starting  in  October. 
Although  a  final  price  has  not  been  set,  CD-I 
systems  will  almost  certainly  retail  for  about  the 
same  price  as  CD  TV. 

Neither  system  incorporates  full-motion  video, 

though  that  is 
coming.  A  new 
technical  standard 
for  compressing 
ftill-motion  video 
signals  is  almost 
complete  and  has 
already  been 
adopted  by  CD-I 
manufacturers.  Companies  such  as  Commodore 
are  also  exploring  other  means  of  storing  and 
playing  back  full-motion  video  which  would  bring 
multimedia  to  the  potential  envisioned  by  system 
developers  over  the  years. 


graphics,  and  sound,  software  developLis  Luuld, 
for  example,  create  a  true  interactive  mulnincdia 
encyclopedia.  Insteail  of  rciilmg  about  John  I- , 
Kennedy,  students  coLild  watch  and  lisicn  as  he 
addressed  beleaguered  Berliners,  and  then  tiuii  to 
the  text  for  more  information.  Among  the 
software  titles  already  demonstrated  with  (  D-I 
hardware,  is  an  interactive  version  of  a  l  ime/Life 
photography  book,  casino  game  produced  uiidci 
license  from  Caesar's  Palace,  and  a  golf  game. 


The  Electronic  Industries  Association/Consumer 
Electronics  Group  is  best  known  as  the  sponsor 
of  both  the  Summer  and  Winter  Consumer 
Electronics  Shows.  But  the  67-year-old  trade 
organization  plays  an  active  role  in  many  areas, 
including  consumer  safety  and  education, 
legislative  affairs,  and  standards  for  new 
technologies. 

This  year,  for  example,  the  EIA/CEG  is 
coordinating  greater  development  of  assistive 
devices — electronic  aids  for  those  with 
disabilities.  The  association  is  also  running  a 
year-long  campaign  to  educate  consumers  on  the 
dangers  of  prolonged  exposure  to  loud  noise. 

In  the  past,  the  legislative  affairs  arm  of  the 
EIA/CEG  has  lobbied  for  legislation  protecting 
the  rights  of  Americans  to  tape  music  and 
television  programming  for  their  enjoyment  at 
home. 


Art  Direction  by  Platinum  Design,  Inc.,  NYG. 
Illustrations  by  Sergio  Baradat.  Text  by  Martih 
Levine,  a  writer  who  specializes  in  electronics 
and  high-technology. 


By  combining  full-motion  video  with  text. 


Our  Sppmprinter  earned 
the  Okidata  CK  by  offering  you 
something  the  LaserJet  III  doesn't. 


The  OL800: 8ppm  page  printer  81499         The  OL820:  W/built-in  font  scaling  «1999 


TheOL840:VV/ft)stScriptS2999 


The  OL800:W/200  sheet  2nd  paper  tray        The  OL820:W/200  sheet  2nd  paper  tray 


The  OL840:  W/200  sheet  2nd  paper  tray 


The  OL800:  W/multi-user  port  (3  add'l  users)*     The  OL820:W/multi-user  port  (3  add'l  users)* 


The  OL840:  AppleTalk  Network  Ready 


Freedom  of  choice. 


Jet  111  |13  \ersus  X),thc  OLf<20  also  has  more  hraiiis.Thanks  to  a 
unique  hardware  chip  designed  bv  Okidata  engineers,  it 
instantly  solves  complex  font  scaling,  tvpe  rotation  and  grav- 
scaling  problems  "on  the  Hy"-problems  the  LaserJet  has  to  go 
back  to  its  software  to  work  out. 

So  the  Okidata  OL820  can  deli\er  up  to  three  pages 
of  sophisticated  text  while  the  LaserJet  111  is  still  thinking 
about  printing  its  first  page.  In  fact,  when  InfoWorld  magazine 
re\'iewed  the  Okidata  OL820  they  called  it  "the  fastest  office 
printer  wc\e  tested." 

Second  paper  tray  and  4-station  workgroup  options  are  a\  ail- 
able  for  your  Okidata  OL820  as  well. 

The  OL84():  PostScript 
From  PC  To  Mac  And  Back. 

If  Adobe  PostScript'' printing  is  on  vour  menu,  the  Okidata 
OL840  offers  it  for  $M)  less  than  a  comparablv  equipped 
HP  Yet  that  low  list  price  includes  35  genuine  Adobe  Post- 
Script fonts,  plus  26  bitmapped  fonts  (4  typefaces);  2  mega- 
Besides  having  more  resident  scalable  fonts  than  the  Laser-      bvtes  of  installed  RAM;  plus  serial,  parallel,  and  AppleTalk 


Viiir  best  choice  in  an  S  ppm  page  printer  is  the  one  that  gucs 
Miu  the  most  to  choose  from;  the  Okidata  OL80(I  Series. 

With  Okidata.vou're  free  to  choose  the  features  vou  need,  free 
to  save  monev  bv  eliminating  features  \ou  i/niii  need,  and  e\en 
free  to  change  your  mind  later. 

The  OLSOO;  No  Frills.  But  All  The  Options. 

For  onK  SI444"  list,  the  Okidata  01,800  gives  vou  a  full-fea- 
tured 8  ppm  printer;  2(i  fonts,4  f\  pelaces,  HP  .Series'  II  compati- 
bility both  serial  and  parallel  interfaces,  and  the  industrv's  onlv 
i-vear  warrant\-on  Okidata's  uni(|ue  1,RU  printhead. 

As  vour  needs  grow,  vou  can  easik  add  options  that  are  iiii 
option  with  the  LaserJet" lll-a  second  paper  trav  for  more  flex- 
ible paper  handling,oi  a  network  port  that  automaticallv accepts 
output  from  three  additional  POs  in  a  workgroup,  Viiu  can  even 
upgrade  your  OL80()  to  match  either  of  our  high-performance 
printers  described  below; 

The  OL820:FasierThan  A  Laserjet  ill. 


Network'  interfaces.  \ou  can  connect  the  OL840  to  both  PC 
and  Macintosh'  workstations  at  the  same  time,  and  switch 
between  systems  instantly 

And  the  OL840  still  leaves  you  w  ith  plentv  of  options-you 
can  add  a  second  paper  tray  2  MEG  of  extra  memory  and 
choose  from  a  w  ide  selection  of  additional  Post.Script  tvpe  fonts 
on  easy-to-install  ROM  cards. 

Finally  e\ery  Okidata  OL8U0  Series  printer  has  earned  the 
Okidata  OK!-vour  personal 
promise  from  us  that  it  w  ill  deliver 
not  just  good  value,  but  excep- 
tional value. ..will  prov  ide  not  just 
adequate  performance,  but  out- 
standing performance. 

If  vou're  looking  for  an  8  ppm 
page  printer,  your  best  choice  is 
the  one  that  gives  vou  freedom 
of  choice-the  Okidata  OL800 
Series.  For  additional  information 
call  1  (801))  OKl-D.ATA. 


OKIDATA  OK! 


We  dont  just  design  it  to  work.We  design  it  to  work  wonders: 


il|i[KC  DnlupiKtmjv.j..  HC  Sciicv  Ljsrrju  ynU-iWVnjn  V[.kUlk  Nmork  Mjcim<nl 
Oh  Ok'>ijiiidcmjiUIOki  BertiK  Induiir-'LTD  'VW  duTiiiJsi  dciij;n  nn.wnikUc  dCMK»  ■( 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IF  DEMAND  STAYS  THIS  IDW, 
rHE  SLUMP  WON'T  BUDGE 


THE  ECONOMY'S 
TROUBLE  SPOT 


▲  PERCENT  CHANGE,  ANNUAL 
RATE,  CONSTANT  OOlURS 

DATA  COMMERCE  OEPI 


Waiting  for  an  economic  recovery  is  becoming  a 
little  like  waiting  for  Godot.  Unlike  that  mys- 
terious character,  however,  an  upturn  will 
ventually  arrive.  But  before  the  economy  can  rebound, 
;  has  to  stop  falling.  There's  just  no  sign  of  that.  Real 
TOSS  national  product  dropped  faster  in  the  first  quar- 
3r  than  it  did  in  the  fourth.  And  the  data  show  that  the 
econd  quarter  is  off  to  a  bad  start.  Right  now,  the  wait 
;  looking  more  like  months  than  weeks  (page  38). 

The  0.5%'  increase  in  the 
March  index  of  leading  indica- 
tors, following  a  l.27c  rise  in 
February,  appeared  to  offer 
some  hope.  But  excluding  a 
postwar  surge  in  consumer  ex- 
pectations, which  has  not  gener- 
ated new  spending  as  anticipat- 
ed, the  March  index  would  have 
fallen  by  0.3%. 

Apparently,  the  Federal  Re- 
serve Board  is  getting  impa- 
;ent.  On  Apr.  30,  in  an  effort  to  nudge  the  economy,  it 
ut  the  discount  rate — its  borrowing  charge  to  banks — 
rom  6%  to  5^/2%,  and  shaved  a  quarter-point  off  the 
ederal  funds  rate — the  cost  of  interbank  loans — from 
%  to  5%%.  In  the  wake  of  that  policy  easing,  big  banks 
re  cutting  their  prime  rates  from  9%  to  8 ¥2%.  That's  a 
ood  sign  for  recovery,  but  it  is  also  an  admission  that 
ast  easing  has  not  been  sufficient  to  do  the  job. 

SOME  NEW  Meanwhile,  the  slump  deepens.  We  now 
PROBLEMS  know  that  the  1990-91  recession  began 
""A^^^  last  July.  That  means  it  is  in  its  10th 
GROWING  month,  only  one  month  short  of  the  aver- 
ge  for  the  postwar  era.  To  date,  the  downturn  is  shal- 
)wer  than  usual,  at  least  as  measured  by  the  decline  in 
eal  GNP.  However,  gauged  by  the  drop-off  in  domestic 
emand,  it  is  far  more  severe  (chart).  And  that  is  a  big 
eason  why  the  recession  will  be  longer  than  average. 

The  Commerce  Dept.  reported  that  real  GNP  fell  at  an 
nnual  rate  of  2.8%  last  quarter,  on  top  of  the  1.6% 
ecline  in  the  fourth  quarter.  However,  domestic  de- 
land — consumer  spending,  investment  by  businesses  in 
ew  buildings  and  equipment,  homebuilding,  and  govern- 
lent  outlays — dropped  a  steep  4.3%  last  quarter,  follow- 
ig  a  2.2%  dip.  This  means  that  the  economy  may  be  a 
)t  weaker  than  the  GNP  data  suggest. 

Now,  the  economy  faces  some  new  problems.  Dramat- 
;  improvement  in  foreign  trade  has  taken  up  the  slack 
■etween  domestic  spending  and  GNP,  but  it  might  not 


last.  Most  economists  had  expected  rising  exports  and  a 
slowdown  in  imports  to  ease  the  recession's  pain,  but 
they  didn't  expect  the  largest  two-quarter  swing  in  the 
trade  balance  on  record.  The  trade  deficit  in  goods  and 
services  turned  into  a  surplus  in  the  first  quarter  for  the 
first  time  in  eight  years. 

Economic  fundamentals  just  aren't  consistent  with 
trade  improvement  at  that  pace.  It  probably  reflects  a 
temporary  drop-off  in  oil  imports  and  other  one-time 
factors  related  to  the  war.  In  addition,  the  stronger 
dollar  and  weakening  economies  abroad  are  hurting  ex- 
ports. Foreign  trade  in  the  second  quarter  is  likely  to  fall 
back  into  deficit,  resulting  in  a  subtraction  from  GNP. 

A  preemptive  strike  against 
excessive  inventories  is  also 
softening  the  recession's  blow, 
but  the  work  may  not  be  fin- 
ished. Companies  slashed  their 
stock  levels  sharply  during  the 
past  two  quarters.  But  with  do- 
mestic spending  so  weak  and 
foreign  demand  looking  shaky, 
even  more  liquidation  may  be 
necessary.  That  threatens  to 
drag  out  the  recession. 


CONSUMERS  BET  ON 
BETTER  TIMES  AHEAD 
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Indeed,  factories  may  not  be  cutting  their  stockpiles 
fast  enough.  Manufacturers'  inventories  fell  by  0.6%'  in 
March;  shipments  plunged  by  1.9%.  Since  October,  fac- 
tories have  cut  their  stockpiles  by  1.3%,  but  demand  has 
plummeted  by  9.2%.  And  the  ratio  of  inventories  to  ship- 
ments has  jumped  to  1.69  in  March — a  five-year  high. 

That  means  the  slump  in  manufacturing  has  further  to 
go.  Indeed,  the  National  Association  of  Purchasing  Man- 
agement's index  of  industrial  activity  continued  to  look 
weak  in  April.  Although  it  edged  up  from  40%  in  March 
to  42.1%,  it  remains  well  below  the  50%  mark,  indicating 
that  the  factory  sector  in  still  mired  in  recession. 

SHOPPERS     Getting  a  recovery  off  the  ground  won't 
STAYED         happen  until  consumers  and  businesses 
HOME  LAST    reverse  their  spending  slump.  Right  now, 
QUARTER       ^\yQ  outlook  for  a  turnaround  in  demand 
isn't  very  bright.  Personal  incomes  and  factory  orders 
continue  to  fall,  and  nonresidential  construction  remains 
uninspiring.  For  housing,  at  least,  the  worst  may  be 
over,  but  the  rate  of  improvement  is  likely  to  be  slow. 

Consumers  need  the  most  help.  All  they  have  right 
now  is  their  optimism,  and  even  that  may  soon  fade 
(chart).  Real  consumer  spending — two-thirds  of  GNP — 
slipped  1.4%',  at  an  annual  rate,  in  the  first  quarter,  on 


BUSINESS  WEEK/MAY  13,  1991  35  j 

i 


usiness  Outloo 


LABOR  COSTS 
ARE  MODERATING 


top  of  a  3.4%  plunge  in  the  fourth.  The  monthly  buying 
pattern  suggests  more  hope,  but  much  of  the  gains  in 
February  and  March  reflected  special  factors  in  car  buy- 
ing and  utility  use  that  boosted  the  numbers. 

The  downturn  in  buying  is 
easy  to  explain.  Consumers 
can't  spend  what  they  don't 
have.  Personal  income  edged  up 
at  an  annual  rate  of  just  1.4%  in 
the  first  quarter,  with  only  a 
0.2%  gain  in  March.  Adjusted 
for  prices  and  taxes,  real  dispos- 
able income  shrank  by  1.6%  last 
quarter,  the  third  quarterly 
drop  in  a  row.  During  the  past 
year,  real  incomes  have  fallen 
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by  1.4%,  one  of  the  severest  yearly  drops  on  record. 

With  incomes  falling  faster  than  spending,  consumers 
continue  to  give  short  shrift  to  thrift.  Households  saved 
only  3.7%'  of  their  disposable  income  in  March — the  low- 
est rate  since  November,  1988.  That's  not  much  of  a 
cushion.  And  judging  by  past  recessions,  consumers  are 
more  likely  to  try  to  save  their  cash  than  spend  it. 


BAD  NEWS 
OFFSETS 
THE  GOOD 
NEWS 


But  hope — if  not  money — springs  eternal 
among  consumers.  That's  the  word  from 
the  Conference  Board's  latest  household 
survey.  Consumer  confidence  in  April  fell 
only  slightly,  to  79.2,  from  81.1  in  March.  Expectations 
about  the  future  stayed  fairly  high,  but  consumers  said 
that  their  present  economic  situation  continued  to  deteri- 
orate. That  could  make  it  difficult  for  consumers  to  hang 
on  to  their  hopes  for  the  future. 

But  optimism  about  the  future  may  be  helping  home 
buying,  though  low  savings  and  falling  incomes  will 
keep  the  housing  recovery  lackluster.  New  homes  sold  at 
an  annual  rate  of  490,000  in  March.  That  1%-  gain  fol- 
lowed an  18.6%  jump  in  February.  The  two  increases 


suggest  that  housing  may  have  hit  bottom  last  quartei 
But  right  now,  every  bit  of  good  news  seems  to  b 
overshadowed  by  some  bad  news.  For  example,  capiti 
spending  by  businesses  for  new  buildings  and  equipmer 
is  starting  to  weaken.  Overall  construction  contracts  fe 
by  4%'  in  March,  says  the  F.  W.  Dodge  Div.  of  McGrav, 
Hill  Inc.,  and  contracts  for  nonresidential  building  fe 
sharply.  The  drop  suggests  that  business  investment  i 
new  structures,  already  down  at  a  3.4%  annual  rate  las 
quarter,  will  remain  weak  this  quarter. 

Businesses  are  also  unlikely  to  invest  much  in  ne^ 
equipment.  Factory  orders  for  capital  goods  were  ol 
sharply  in  March,  suggesting  that  equipment  spending 
which  fell  at  a  16.6%'  annual  rate  in  the  first  quartei 
continues  to  sag  in  the  face  of  weak  consumer  demanc 


A  BRIGHT 
OUTIOOK 
FOR 

INFLATION 


The  pervasive  weakness  in  domestic  d( 
mand  should  make  it  clear  that  inflatio 
worries  are  becoming  moot.  The  price  ir 
dexes  in  the  latest  GNP  report  spooke 
the  financial  markets  because  they  rose  by  an  unexpeci 
edly  large  amount.  However,  the  seeming  acceleratio 
had  more  to  do  with  the  recent  fluctuations  in  the  pric 
of  imported  oil  than  with  any  real  speedup. 

The  most  encouraging  sign  for  lower  inflation  is  th 
ongoing  slowdown  in  labor  costs.  The  government's  en 
ployment  cost  index  rose  only  4.6%  during  the  past  yeai 
and  annual  gains  have  been  getting  smaller  (chart 
Slower  growth  in  wages  and  benefits  in  both  manufac 
turing  and  services  will  help  to  temper  price  increase 
during  the  remainder  of  the  year. 

The  promise  of  lower  inflation  is  a  key  reason  why 
unlike  Godot,  a  recovery  will  eventually  show  up.  Lowe 
inflation  will  bring  lower  long-term  interest  rates  tha 
are  needed  for  sustainable  recoveries  in  housing,  autos 
and  other  credit-sensitive  areas  of  demand.  In  the  mear 
time,  though,  waiting  for  recovery  could  drag  on  we 
into  the  second  half. 


PRODUCTIVITY 


Monday,  May  6,  10  a.m. 
Output  per  hour  worked  in  the  nonfarm 
business  sector  probably  increased  by 
about  0.57f,  at  an  annual  rate,  in  the 
first  quarter.  The  small  gain  is  suggest- 
ed by  a  steeper  decline  in  total  hours 
worked  compared  with  the  decline  in  the 
real  gross  national  product.  Much  of  the 
productivity  gain  will  be  in  manufactur- 
ing, where  output  per  hour  likely  rose  at 
a  1%  pace.  In  the  fourth  quarter,  non- 
farm  productivity  grew  at  a  0.4%  annual 
rate,  bul  factory  output  per  hour 
dropped  at  a  1.7%  pace.  The  projected 
small  gain  in  productivity  suggests  that 
unit  labor  costs  in  the  nonfarm  sector 
rose  at  a  4.5%  annual  rate  in  the  first 


quarter,  faster  than  the  3.6%  gain  in  the 
fourth  quarter.  Factory  unit  labor  costs 
last  quarter  probably  fell  about  1%,  af- 
ter a  sharp  6.27^  jump. 

INSTALLMENT  CREDIT  

Tuesday,  May  7 

Consumers  likely  continued  to  pay  down 
their  debt  levels  in  March.  Economists 
surveyed  by  McGraw-Hill  Inc.'s  MMS  In- 
ternationa] expect  that  installment  credit 
fell  by  an  additional  $1  billion.  If  so,  that 
would  be  the  fourth  decline  in  a  row.  In 
February,  debt  fell  .$2.3  billion.  Cutbacks 
in  consumer  spending,  especially  on  new 
cars,  is  keeping  credit  use  in  check.  Auto 
financing  has  been  falling  steadily  for 
more  than  a  year,  including  a  steep  $3.1 
billion  decline  in  February. 


PRODUCER  PRICE  INDEX 


Friday,  May  10,  8:30  a.  m. 
The  MMS  consensus  is  that  produce 
prices  edged  up  by  a  mere  0.170  in  April 
as  the  recession  and  falling  gas  price; 
moderate  the  inflation  rate.  Dropping 
fuel  costs  caused  the  producer  price  ir 
dex  to  fall  0.3%  in  March  and  0.6%  ii 
February.  Economists  also  project  tha 
the  index,  excluding  volatile  gas  an( 
food  prices,  rose  about  Q2%  last  month 
the  same  pace  as  in  March.  The  smal 
expected  gain  in  April  would  mean  tha 
the  total  PPI  has  risen  by  about  37'  in  th( 
past  year,  slower  than  the  3.77  increas* 
in  the  12  months  before  that.  Excluding' 
food  and  fuel,  prices  would  be  up  aboui 
3.77",  the  same  gain  as  a  year  earlier.  | 
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A  Small  Business  Story  

Mary  Tatham  certainly  has  her  hands  full.  As  office  manager  at  Medi- 
cal Management  Associates  in  Newbury  Park,  California,  she  has  to, 
among  other  things,  coordinate  the  telecommunications  needs  for  a 
pediatrician,  an  internist,  an  optometrist,  and  an  X-ray  lab.  Luck- 
ily, she  found  the  time  to  talk  to  a  GTE  Account  Manager,  who  did 
what  any  good  doctor  would  do— listened  to  her  problems.  And  in 
doing  so,  developed  a  system  that  greatly  enhanced  doctor/patient  communication  as  well  as  speeded  up  office  bill- 
ing procedures.  The  system  also  gave  Mary  time  for  some  of  the  more  important  things  in  life.  Like  lunch. 


For  further  information,  call  your  local  GTE  sales  office. 


THE  POWER  IS  ON 
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THE  ECONOMY  I 
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A  LITTLE  PILL 

FROM  DR.  GREENSPAN 

THE  FED  LOOSENS  UP  ANOTHER  NOTCH,  BUT  IT  STILL  COULD  BE  A  STICKY  SUMMER 


What  a  difference  a  few  months 
can  make.  Back  in  February, 
all  signs  pointed  to  a  short 
and  shallow  recession:  peace  in  the  Mid- 
dle East,  lower  interest  rates  and  oil 
prices,  sharply  higher  consumer  confi- 
dence, and  a  surging  stock  market. 

The  celebration  was  premature.  More 
than  two  months  after  the  war's  end, 
unemployment  claims  are  still  high,  fac- 
tory orders  are  down  for  the  fifth  con- 
secutive month,  and  private  construction 
spending  has  dropped  every  month  since 
July.  Consumers  may  have  been  ebul- 
lient over  the  quick  victory  in  the 
gulf,  but  soaring  spirits  could  not 
offset  the  powerful  drag  of  too  many 


pink  slips  and  too  much  household  debt. 

With  a  summertime  surge  no  longer  a 
sure  bet,  the  Federal  Reserve  Board  de- 
cided on  Apr.  30  to  take  out  a  bit  of 
recovery  insurance.  It  sliced  the  discount 
rate  from  67'  to  5.57,  the  third  such  cut 
in  four  months  (chart),  and  also  lowered 
the  federal  funds  rate  by  a  quarter  of  a 
percentage  point,  to  5.757  .  Many  banks 
cut  the  prime  rate  to  8.57  from  97  the 
next  day,  and  other  lending  rates  should 
follow  the  prime's  downward  track. 

The  Fed  eased  after  a  weekend  of 
high-pressure  politics.  Both  the  White 
House  and  the  Treasury  lobbied  hard  for 
a  global  cut  in  interest  rates  at  a  meet- 
ing of  the  finance  ministers  and  central 


bankers  from  seven  major  industrialize 
nations,  the  so-called  G-7.  At  a  breakfat 
on  Apr.  28,  President  Bush  himse 
pressed  the  case,  to  no  avail. 
'ON  TRACK.'  With  or  without  the  approv; 
of  his  European  and  Japanese  peer; 
however.  Fed  Chairman  Alan  Greenspa 
acted.  Most  board  members  and  region; 
bank  presidents  at  the  Fed  now  discer 
a  recovery  waiting  in  the  wings  and  b( 
lieve  that  more  interest  rate  cuts  won 
be  needed.  As  one  senior  official  puts  i 
"We're  on  track  for  an  upturn  by  th 
middle  of  the  summer."  Some  privat 
economists  and  business  executive 
aren't  quite  so  confident.  But  there' 
widespread  agreement  that  the  Fed  ha 
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The  economy  didn't  cooperate  with  '09.0 
Fed  Chairman  Alan  Greenspan's 
attempts  to  ease  it  down  gently. 
Dramatic  gestures  were  needed — 
like  Apr.  30's  discount-rate  cut 
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akon  a  step  in  the  right  direc- 
.ion.  "It  should  help,  and  the 
iconomy  desperately  needs 
lelp,"  says  David  N.  McCam- 
non,  treasurer  and  finance  vice- 
)resident  at  Ford  Motor  Co. 
yds  Robert  Brusca,  economist 
it  Nikko  Securities  Inc.:  "If  you 
vant  to  help  the  patient,  you 
lave  to  give  him  a  transfusion 
vhile  he's  still  alive." 

That's  a  tad  hyperbolic:  Reces- 
.ions  do  end.  Nevertheless, 
vhether  this  rebound  starts  mid- 
ummer  or  late  fall,  it  might  rise 
nuch  less  than  the  average  67' 
rain  in  real  gross  national  product  that 
;omes  in  the  first  year  of  recovery.  In 
nost  business  cycles,  the  turn  comes 
vhen  consumers,  spurred  by  lower 
ates,  start  borrowing  and  spending 
igain.  Businesses,  already  carrying  lean- 
.nd-mean  inventory  levels,  rev  up  their 
iroduction  lines.  Workers  worry  less 
ibout  layoffs  and  buy  more.  And  so  on. 

From  the  start,  the  1990-91  recession 
.as  been  anything  but  average.  Typical- 
y,  the  economy  slumps  after  a  sharp 
ise  in  inflation  forces  the  Fed  to  push 
nterest  rates  higher,  cooling  off  both 
nflation  and  the  economy.  This  time, 
hough,  inflation  was  relatively  tame 
ind  interest  rates  stable.  The  economy 
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did  indeed  edge  lower,  but  it  occurred  as 
a  stingy  monetary  policy  collided  with 
the  financial  excesses  of  the  1980s. 
LOST  YOUTH.  It  takes  time  to  repair  tat- 
tered balance  sheets  and  restore  in- 
comes. The  bloated  service  sector  faces 
years  of  restructuring  and  cost-cutting. 
Widespread  state  and  local  budget  defi- 
cits could  further  depress  the  upturn. 
Demographic  pressures  are  another 
damper:  Baby  boomers  are  starting  fam- 
ilies and  changing  their  free-spending 
ways.  And  the  younger,  less  numerous, 
baby-bust  generation  by  definition  de- 
mands less  of  the  economy.  The  net  ef- 
fect of  all  these  economic  brakes?  "The 
recovery  will  be  anemic,"  says  Richard 


Berner,  economist  at  Salomon 
Brothers  Inc. 

That's  not  great,  but  manufac- 
turers will  take  it.  Orders  at 
Clark  Ecjuipment  Co.,  a  maker  of 
construction  gear,  have  been  in  a 
rut  for  several  months.  And 
Cummins  Engine  Co.  laid  off  170 
factory  workers  in  April,  bring- 
ing total  layoffs  to  3,800,  or  14% 
of  the  company's  work  force. 
"Buyers  of  capital  goods  haven't 
concluded  that  industrial  produc- 
tion will  improve,"  says  Chief  Fi- 
nancial Officer  Peter  Hamilton. 
"We  are  planning  on  no  econom- 
ic recovery  this  year." 

Hardest-hit  are  the  auto  companies, 
which  traditionally  have  helped  lead  the 
economy  out  of  recession.  The  Big 
Three,  which  lost  $1.9  billion  in  the  first 
quarter,  are  in  no  shape  to  provide  a 
boost  to  the  economy. 

Consumers  aren't  buying  cars,  or 
much  else.  The  specter  of  layoffs  still 
haunts  the  economy — from  factories  in 
Indiana  to  banks  in  New  York  (chart). 
On  May  2,  General  Dynamics  Corp.  was 
set  to  announce  plans  to  lay  off  27,000 
workers — 30%  of  its  payroll — over  the 
next  four  years.  Such  large  cuts  aren't 
surprising  given  the  dim  growth  pros- 
pects for  defense.  Big  contractors 


MARCH  The  economy  barely  stirred  in  response  to  the  U.S.  victory  in  the  gulf. 
In  fact,  March  unemployment  climbed  to  6.8%  from  February's  6.5% 


UARY  'The  liberation  of  Kuwait  has  begun.'  And  the  response  of  the  populace 
he  oO  market  was  euphoria — for  a  while 


APRIL  The  stock  market's  rally  fizzled 
as  hopes  for  an  early  recovery  dimmed 
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are  simply  adjusting  to  a  grim  outlook. 

All  this  somber  news  doesn't  make  for 
carefree  shoppers.  The  Conference 
Board's  consumer  confidence  index 
backed  off  marginally  in  April,  and,  ac- 
cording to  Edward  Yardeni,  chief  econo- 
mist at  C.  J.  Lawrence,  the  University  of 
Michigan's  index  of  consumer  expecta- 
tions gave  back  in  April  about  half  of 
March's  sharp  gain.  There  is  a  risk, 
notes  a  senior  Fed  official,  that  "the  con- 
sumer confidence  burns  off  before  the 
spending  picks  up." 

That's  just  what  seems  to  be  happen- 
ing to  the  California  economy.  After  the 
war,  "there  was  a  psychological  bounce, 
but  for  the  economy,  there  was  no 
bounce  at  all,"  says  Jack  A.  Kyser,  chief 
economist  for  the  Los  Angeles  Area 


Chamber  of  Commerce.  The  state's  de- 
fense and  aerospace  industry  is  shrink- 
ing, its  construction  industry  is  in  the 
pits,  and  agriculture,  a  $17  billion  indus- 
try in  good  years,  is  suffering  from  the 
aftereffects  of  this  winter's  freeze,  as 
well  as  a  persistent  drought.  The  state  is 
now  struggling  to  close  a  record  $12.5 
billion  budget  deficit. 
BRIGHTER  SIGNS.  The  weakness  is 
spreading  to  parts  of  the  country  as- 
sumed to  be  relatively  immune.  Take  the 
Southeast.  "The  region  is  struggling  to 
absorb  a  serious  construction  contrac- 
tion, declining  manufacturing  demand, 
falling  revenues,  sharply  declining  prof- 
its, and  a  slowdown  in  migration  of  peo- 
ple and  capital  from  other  regions,"  says 
Donald  Ratajczak,  director  of  the  Eco- 


nomic Forecasting  Center  at  Georg, 
State  University.  , 
Some  breaks  in  the  clouds  are  startirf 
to  appear,  however.  Among  the  most  e- 
couraging  signs:  the  recent  upturn  . 
new  and  existing  home  sales.  Person 
income  eked  out  a  gain  in  March.  Tl 
index  of  leading  economic  indicators  h; 
risen  two  months  in  a  row.  Better  ytj 
the  Fed's  latest  rate  cut  will  bring  tl' 
recession  to  an  end  sooner  rather  tli;' 
later.  That's  because  the  economy  is  i 
different  from  the  rest  of  us:  the  moi 
money,  the  merrier. 

By  Christopher  Farrell  and  Michael ; 
Mandel  in  New  York,  with  Mike  McNanu 
in  Washington.  Kevin  Kelly  in  Chicag 
Walecia  Konrad  in  Atlanta,  and  buren 
reports 


THE  CASE  OF  THE  CLIMBIM6  WELFARE  ROLLS 


I  very  recession  has  distinctive 
I  characteristics.  And  one  feature 
I  of  this  one  is  leaving  a  painful 
imprint  on  millions  of  Americans  and  a 
host  of  state  and  local  budgets. 

Starting  in  1989— a  full  year  before 
unemployment  started  to  rise  last  sum- 
mer— the  welfare  and  food  stamp  rolls 
jumped  sharply.  The  recession  then 
drove  up  the  welfare  figure  in  Febru- 
ary to  a  record  12.4  million  people,  a 
million  more  than  the  previ- 
ous peak  in  1976.  Food- 
stamp  recipients  have 
jumped  by  10%,  to  21.7  mil- 
lion, in  a  year.  And  despite 
the  Administration's  predic- 
tion of  an  early  recovery,  it 
expects  500,000  more  in 
each  program  in  1992. 
ROGUE  RATE.  The  numbers 
point  to  more  pain  at  the 
bottom  of  the  labor  market 
than  is  indicated  by  the  job- 
less rate,  which  has  risen  by 
a  modest  1.5  percentage 
points  since  July.  Bigger 
public-assistance  rolls  also 
are  bad  news  for  the  states, 
which  pay  45%  of  the  na- 
tion's $20  billion  welfare 
tab.  Already  strapped,  they 
must  cough  up  more  than  $5  billion  in 
extra,  unanticipated  spending.  "Our 
caseload  has  risen  15%  since  July,  1989, 
and  most  states  are  seeing  the  same 
thing,"  says  Joe  Raymond,  >laryland's 
welfare  director. 

Officials  are  surprised.  Ji'st  last 
year,  the  Health  &  Human  .-  ervices 
Dept.  projected  that  100,000  nev  appli- 
cants would  go  on  welfare  in  fiscal 
1990.  Instead,  530,000  did.  "We'rt  not 


confident  we  understand  what  has 
caused  the  rise,  so  we're  not  sure  why 
we  underestimated  it,"  says  Howard 
Rolston,  an  HHS  official  in  charge  of 
the  projections. 

The  central  puzzle  is  why  welfare 
and  food  stamp  rolls  no  longer  seem 
linked  to  unemployment.  This  time, 
public-assistance  levels  rose  before  un- 
employment did — and  by  bigger  mar- 
gins than  in  past  recessions. 


CECILIA  RATLIFF  MAY  APPLY  FOR  WELFARE,  BUT  "ALL  I  WANT  IS  A  JOB 


Part  of  the  explanation  may  be  that 
unemployment  insurance  covers  fewer 
people  today.  In  the  past,  more  than 
40%-  of  those  laid  off  collected  jobless 
pay.  The  proportion  fell  to  around  30%- 
in  the  late  1980s,  in  part  because  of  the 
growing  ranks  of  part-time  workers, 
who  often  are  ineligible  for  unemploy- 
ment insurance.  Many  part-timers  are 
low-wage  women  workers,  and  more  of 
them  may  be  going  on  welfare  after 


they  lose  a  job  and  can't  collect  unem- 
ployment. 

Another  factor  may  be  the  programs 
many  states  initiated  in  the  1980s 
to  inform  the  poor  about  expansions 
of  medicaid.  Caseworkers  may  have 
made  some  people  realize  that  they 
could  get  welfare,  too.  In  addition, 
the  current  baby  boomlet  has  led  to 
a  rise  in  single  mothers,  the  largest 
welfare  group.  And  the  1986  immigra- 
tion law  legalized  more  than 
2  million  immigrants,  who 
have  a  greater  need  of  pub- 
lic assistance. 

ON  THE  LINE.  The  recession, 
too,  is  taking  a  toll.  Just  ask 
Cecilia  Y.  Ratliff,  a  36-year- 
old  mother  of  two  from  Cap- 
itol Heights,  Md.,  who  lost 
her  job  as  a  legal  secretary 
last  year.  She  applied  for 
food  stamps  last  month  af- 
ter her  unemployment  ran 
out  and  now  may  go  on  wel- 
fare. "I  don't  want  public 
assistance,"  says  Ratliff. 
"All  I  want  is  a  job." 

State  politicians  are  de- 
bating whether  to  slash  wel- 
fare benefits,  which  have  al- 
ready fallen  40%  behind 
inflation  since  1970.  In  California, 
where  benefits  actually  match  infla- 
tion. Governor  Pete  Wilson  has  pro- 
posed an  8.8%  cut  to  help  close  a  $12 
billion-plus  budget  gap. 

People  like  Ratliff  are  sweating  it 
out  while  people  like  Wilson  crunch  the 
numbers.  Their  common  worry: 
There's  no  telling  when  the  economy 
will  create  more  jobs. 

By  Aaron  Bernstein  in  New  York 
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lADEI 


BUSH  DOES  MORE  SLUGGING, 
LESS  DUCKING,  ON  TRADE 


3ut  the  shift  may  be  aimed  mostly  at  placating  Congress 


hen  Carla  A.  Hills  stopped  by 
the  office  of  Senator  Bob  Gra- 
ham (D-Fla.)  recently,  the  talk 
uickly  turned  to  tomatoes.  And  or- 
nges.  And  onions.  By  the  time  Ameri- 
a's  top  trade  negotiator  bade  Graham 
;oodbye,  she  had  promised  to 
irotect  his  state's  citrus 
powers  from  a  surge  of  juice 
oncentrate  from  Mexico  and 
armers  from  the  threat  of 
heap,  pesticide-laden  Mexi- 
an  vegetables.  "We  will  con- 
inue  to  fight  ferociously"  for 
J.  S.  trade  interests,  Hills 
)romised  a  smiling  Graham. 

That's  tough  talk  from  an 
Administration  'vhose  trade 
.tance  has  owed  a  lot  more  to 
\.dam  Smith  than  Evander 
iolyfield.  But  these  days,  the 
^hite  House  is  doing  more 
;lugging  and  less  ducking  on 
rade.  On  Apr.  27,  Hills  an- 
lounced  retaliation  against 
fapan  for  refusing  to  open  its 
)ublic-works  construction 
narket.  She  spoke  even  as  ne- 
gotiators from  both  countries 
vere  laboring  just  a  half-mile 
iway  in  llth-hour  talks.  The 
iame  day.  Hills  vowed  sanc- 
;ions  on  China  for  its  piracy 
)f  U.  S.  books,  software,  and 
videotapes.  Meanwhile,  the 
Administration  promised  to 
lang  tough  on  trade  disputes 
•anging  from  European  pro- 
;ection  of  television  program- 
ning  to  German  aircraft  sub- 
sidies to  Japan's  refusal  to  buy  more 
(American  semiconductors. 

Yet  the  new  pugnacity  may  be  more  a 
shift  in  tactics  than  philosophy.  The 
White  House  is  begging  Congress  to  re- 
new the  President's  powers  to  negotiate 
trade  agreements.  A  simple  majority  in 
either  house  could  sink  the  measure, 
slapping  Bush  with  his  worst  legislative 
defeat  yet — and  dooming  his  high-profile 
effort  to  craft  a  North  American  free- 
trade  pact  with  Mexico  and  Canada. 
LOBBYING  BLITZ.  A  close  vote  is  expected 
in  late  May,  so  Hills  has  canceled  all 
foreign  travel  to  spend  weeks  visiting 
more  than  100  members  of  Congress. 
Labor  Secretary  Lynn  Martin  and  Agri- 
culture Secretary  Edward  Madigan,  both 
former  House  members,  have  joined  the 
lobbying  blitz.  And  the  Administration  is 


showing  new  willingness  to  give  ground 
on  some  key  Democratic  demands. 

Example:  Washington  has  long  shied 
away  from  the  full  retaliatory  powers  of 
the  "l988  Trade  Act.  But  Hills  is  now 
planning  retaliation  against  China,  India, 


and  Thailand  for  ripping  off  U.  S.  copy- 
rights and  trademarks.  "We're  holding 
all  the  cards  this  time,  and  the  White 
House  is  going  to  have  to  play  along," 
crows  a  top  Democratic  House  aide. 

America's  trading  partners  are 
miffed.  Japanese  Chief  Cabinet  Secre- 
tary Misoji  Sakamoto  complains  that  it's 
"hard  to  understand"  why  the  U.  S. 
moved  to  retaliate  when  a  construction 


'We're  holding  all 
the  cards  this  time,' 
crows  a  Democratic 
House  aide 


deal  was  in  sight.  Still,  the  Japanese 
agreed  to  meet  again  on  May  20  with 
U.  S.  negotiators  in  a  last  shot  at  avert- 
ing sanctions.  Beijing  also  expressed 
consternation  that  Washington  acted 
even  as  Chinese  bureaucrats  were  strug- 
gling with  the  alien  notion  of  individual 
ownership  of  copyrights,  patents,  and 
trademarks.  A  spokesman  for  Beijing's 
Foreign  Economic  Relations  &  'Trade 
Ministry  complained  that  putting  China 
on  the  list  of  pirates  "will  produce  ex- 
tremely negative  effects  on  economic 
and  trade  cooperation." 
'SHOCK  WAVES.'  In  the  past,  such  argu- 
ments might  have  swayed  President 
Bush.  But  the  lure  of  a  free- 
trade  deal  with  Mexico  has 
changed  the  equation.  The 
Administration  sees  a  chance 
to  build  on  an  export  boom  to 
Mexico  that,  it  argues,  gener- 
ated 264,000  U.S.  jobs  from 
1986  to  1990  as  cross-border 
shipments  rose  from  $12.4  bil- 
lion to  $28.4  billion.  The  U.  S. 
now  gets  70$  of  each  dollar 
that  Mexicans  spend  on  im- 
ports. The  government  of 
President  Carlos  Salinas  de 
Gortari  also  sees  a  deal  as  es- 
sential. If  Congress  votes 
down  the  negotiating  author- 
ity, Salinas  will  be  humiliated, 
and,  says  Luis  Rubio,  an  ana- 
lyst at  a  Mexico  City  think 
tank,  "there  will  be  shock 
waves  in  Mexico." 

But  a  deal  faces  rough  go- 
ing in  Congress,  where  orga- 
nized labor  and  environmental 
groups  have  joined  to  hijack 
the  talks.  Bush  responded  on 
May  1  with  key  concessions  to 
Democratic  leaders  and  "my 
personal  commitment  to  close 
bipartisan  cooperation." 

Among  the  gestures  made 
to  House  Majority  Leader 
Richard  A.  Gephardt  (D-Mo.): 
The  Administration  is  dropping  long- 
standing objections  to  unemployment  re- 
lief for  workers  whose  jobs  are  lost  to 
imports.  To  Gephardt  and  other  leading 
Democrats,  the  Administration  also 
promised  aggressive  steps  to  curb  Mexi- 
can pollution.  And  officials  say  they'll 
seek  rules  to  assure  that  Mexico  won't 
become  a  staging  area  for  an  invasion  of 
cheaply  assembled  Japanese  autos. 

Bush  has  signaled  that  he's  willing  to 
go  even  further  in  meeting  the  demands 
of  trade  hawks  if  that's  what  it  takes  to 
get  a  free-trade  agreement  with  Mexico. 
Far  less  clear  is  whether  the  Administra- 
tion is  prepared  to  maintain  its  tougher 
stance  in  other  trade  disputes. 

By  Paul  Magnusson  in  Washington,  with 
Stephen  Baker  in  Mexico  City,  Neil  Gross 
in  Tokyo,  and  Lynne  Curry  in  Beijing 
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BANKRUPTCIES! 


CIRCLING  THE  REMAINS 
OF  THE  HUNT  FORTUNE 


Trustees  want  to  sue  the  clan  to  get  at  transferred  assets 


is  fortune  all  but  gone  and  credi- 
tors picking  over  what's  left,  Wil- 
liam Herbert  Hunt  recently  was 
asked  how  history  would  remember  him. 
"It's  not  over  yet,"  he  replied.  The  ex- 
billionaire  and  son  of  legendary  oilman 
H.  L.  Hunt  was  right  about  that. 

Only  16  months  after  a  bankruptcy 
judge  approved  reorganization  plans  for 
Herbert  and  brother  Nelson  Bunker 
Hunt,  the  officials  liquidating  their  es- 
tates are  seeking  to  recover  more  than 
$100  million  in  assets  for  creditors.  With 
their  oil,  real  estate,  and  commodities 
empires  crashing  around  them  in  the 
late  1980s,  the  brothers  fraudulently 


as  defendants  not  Herbert  and  Bunker — 
who  under  the  reorganization  plans  are 
immune  from  suits  by  the  trustees — but 
their  nine  children  and  27  grandchildren, 
plus  spouses  and  trustees  of  the  family 
trusts.  They  are  the  ones,  after  all,  who 
allegedly  reaped  the  benefits  of  the 
transferred  assets  (table)  and  now  might 
be  able  to  cough  up  the  dough. 
'PRIVATE  MATTER.'  The  younger  Hunts 
may  face  years  of  litigation,  says  Steven 
S.  'Turoff,  the  trustee  who  is  liquidating 
Herbert  Hunt's  former  assets.  "We 
can't  believe  [Bunker  and  Herbert] 
would  put  their  kids  in  a  position  like 
this,"  says  R.  Carter  Pate,  head  of  Bun- 


mous  contributions  to  often  newly  ere; 
ed  entities,  the  Hunt  brothers  typical 
got  only  small  partnership  interests 
preferred  stock  in  return.  This  shufflii 
reduced  the  value  of  the  Hunts'  holdini 
and  removed  many  assets  from  the  co 
trol  of  the  brothers,  the  trustees  say 

The  biggest  disputed  deal  shows  ho 
hard  it  is  to  track  the  Hunts'  financi 
footwork.  The  trustees  claim  that 
May,  1988,  the  Hunt  brothers  sold  mo: 
than  1,000  acres  of  property  near  Carl 
bad,  Calif.,  for  about  $72  million.  Wii 
his  half  of  the  proceeds,  Herbert  boug' 
real  estate  in  Texas  and  Arizona,  mu( 
of  it  raw  land.  All  of  these  properti( 
were  purchased  from  his  children,  the 
trusts,  or  family-controlled  corporation 

In  August,  1988,  just  a  month  befon 
filing  for  bankruptcy,  Herbert  shiftt 
these  properties  and  others  to  three  ne 
limited  partnerships  controlled  by  h 
children.  In  exchange  for  contributin' 
properties  valued  at  about  $72  million- 
or  nearly  three-quarters  of  the  partnt^ 
ships'  total  capital — Herbert  receive 


DISPUTED  HUNT  ASSETS 


'('5  liqtiidaliug  the  estates  of  the 
brothefs  are  ehallenging  these  and 
other  deals  involving  $100  niilHon  in  as- 
sets. The  Hunts  are  not  cununenting 

BLUE6RASS  FARMS  RACING  Trustees 
say  Bunker  Hunt  transferred  more  than 
100  stallions  to  Bluegrass  Farms  for 
prefeired  stock,  then  transferred  his 
Bluegrass  common  to  two  of  his  kids 

TABOR  INVESTMENTS  Herbert  Hunt 
shifted  $2.3  million  to  Tabor  Invest- 
ments, owned  by  him  and  his  wife,  trust- 
ees >say.  Tabor  then  moved  the  funds  to 
a  new  partnership  controlled  by  his  kids 
and  t;o  trusts  for  his  grandchildren 


SUM  PICKINGS:  TRUSTEES  PATE  AND  TUROFF  EXPECT  TO  GET  $300  MILLION  FOR  CREDITORS 


shifted  property  and  cash  to  benefit  oth- 
er family  members,  the  trustees  claim  in 
documents  filed  on  May  1  in  federal 
bankruptcy  court  in  Dallas. 

The  amount  at  stake  may  seem  small 
next  to  claims  against  the  brothers  that 
originally  totaled  more  than  $2  billion. 
But  the  court-appointed  trustees  expect 
to  collect  only  $300  million  for  creditors 
by  selling  the  Hunts'  former  estates  via 
two  liquidating  trusts.  Creditors  will  get 
even  less  if  the  trusts  can't  recover  the 
disputed  assets.  Most  of  what's  collected 
by  the  trusts  flows  to  the  Hunts'  No.  1 
creditor,  the  Internal  Revenue  Service. 

After  more  than  a  decade  of  litigation, 
the  Hunts  should  hardly  be  fazed  by 
another  suit.  But  this  one  would  name 


ker's  liquidating  trust.  "This  isn't  Fa- 
ther  Knows  Best."  Efforts  to  settle  out 
of  court  have  failed,  Turoff  says. 

Bunker  and  Herbert  Hunt  couldn't  be 
reached  for  comment.  Nor  would  Lamar 
Hunt,  the  younger  brother  who  may  be 
targeted  by  the  trustees,  talk  about  it. 
"I  would  consider  it  to  be  a  private  mat- 
ter," he  says.  Vernon  0.  Teofan,  an  at- 
torney for  some  of  the  family  trusts, 
and  Albert  G.  McGrath,  a  lawyer  for 
some  family  members,  say  they're  re- 
viewing the  claims. 

In  a  family  that  traces  its  roots  to 
H.  L.,  a  bigamist  with  15  children  by 
three  wives,  nothing  is  ever  simple.  The 
trustees  detail  in  court  documents  a  con- 
voluted series  of  deals.  Despite  enor- 


only  a  357'  limited  partnership  interes 
If  creditors  were  hurt  by  the  allege 
transfers,  the  Hunts  didn't  escape  dan 
age  either.  In  one  case  detailed  in  coui 
papers,  the  Hunt  brothers  in  1988  inves 
ed  more  than  $11  million  to  drill  oil  i 
South  Yemen.  For  less  than  $200,00( 
the  children's  trusts  got  all  of  the  con 
pany's  common  stock  in  July,  1988,  whil 
Herbert  and  Bunker  got  just  preferre 
shares.  Today,  Yemen  Exploration  Pt 
troleum  Co.  and  a  sister  firm  have  onl 
one  dry  well  to  show  for  the  investmen 
Hunt  creditors  know  all  about  dr 
holes.  They  won't  hit  a  gusher  with  ar 
other  suit,  but  they're  hoping  to  squeez 
a  bit  more  from  a  once-mighty  fortune 
By  Wendy  Zellner  in  Dalla 
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>EAN  GERRITY:  PRIOR  TO  THE  MAKEOVER,  WHARTON  POLLED  CEOs,  RECRUITERS,  AND  STUDENTS 


WHARTON  REWRITES  THE  BOOK 
9N  B-SCHOOLS 


^  radical  overhaul  for  the  University  of  Pennsylvania's  MBA  program 


rhroughout  the  roaring  Eighties, 
the  University  of  Pennsylvania's 
Wharton  School  held  sway  as  the 
chool  of  high  finance.  No  less  a  whiz 
han  Michael  R.  Milken  listed  a  Wharton 
IBA  on  his  resume.  After  several  grads 
lecame  entangled  in  Wall  Street  scan- 
lals,  the  school's  investment  banking 
lub  even  adopted  the  nickname  "The 
Jnindicted." 

Now,  Wharton  is  embarking  on  an 
iverhaul  of  its  MBA  program.  The  aim:  to 
urn  out  what  Wharton  hopes  will  be  the 
)usiness  leaders,  not  just  the  financiers, 
if  the  21st  century.  The  makeover,  says 
Vharton  Dean  Thomas  P.  Gerrity,  is 
'bold,  dramatic,  and  revolutionary." 

Probably  so,  and  yet  some  students 
md  faculty  think  the  school  is  changing 
00  swiftly,  even  though  the 
)lan  will  be  phased  in  for 
he  entire  school  over  two 
'ears.  Only  130  randomly 
;hosen  students  from  Whar- 
on's  entering  class  of  780 
vill  start  the  program  this 
'all.  Some  students,  mindful 
hat  Wharton  ranks  among 
he  top  10  business  schools, 
'ear  the  changes  could  de- 
value their  degrees.  More- 
)ver,  says  Alexandra  Zapor- 
)zec,  an  mba  student  on 
iVharton's  curriculum  com- 
nittee,  "it  gives  some  people 
,he  willies  because  they're 


going  to  have  to  work  much  harder." 

The  new  program,  which  will  cost  a 
minimum  of  $2  million  to  develop,  is  part 
of  a  wave  of  innovation  now  surging 
through  the  B-schools.  But  thus  far,  no 
top-drawer  school  has  gone  as  far  as 
Wharton  in  i;einventing  itself.  "It  repre- 
sents major  progress  in  business  educa- 
tion," says  Jean-Pierre  Rosso,  president 
of  Honeywell  Europe  and  part  of  a  panel 
that  sparked  the  changes. 

The  changes  grew  out  of  a  1990  Whar- 
ton study  on  the  needs  of  successful 
companies  and  their  leaders  in  the  next 
century.  The  school  also  consulted  busi- 
ness futurists  and  chief  executives  and 
asked  leading  corporate  recruiters  to 
come  up  with  a  "wish  list."  Students, 
alumni,  and  faculty  met  in  focus  groups. 


AN  MBA  FOR  THE  21»*  CENTURY 

The  University  of  Pennsylvania's  Wltarton  School  believes  a 
major  overhhaul  of  its  MBA  program  will  become  the  future 
model  for  graduate  business  education.  The  changes  aim  to: 


r 
r 

r 


Place  greater  emphasis  on  'people  skills' 

Add  more  global  perspective 

Foster  creativity  and  innovation 

Promote  real-world  problem-solving 

Examine  business  issues  from  the  viewpoint 
of  several  disciplines 


What  they  came  up  with  is  the  most 
radical  departure  in  business  education 
since  the  early  1960s,  when  most  schools 
adopted  their  current  curriculums.  For 
starters,  new  students  will  have  to  re- 
port on  Aug.  5,  four  weeks  earlier  than 
usual,  for  a  "pre-entry  program"  of 
courses,  computer  labs,  social  activities, 
and  speeches.  Liberal-arts  grads  will  get 
accounting  and  statistics.  Students 
strong  in  math  will  study  art  history  and 
sociology.  This  way,  it's  hoped,  the  core 
courses  will  accomplish  more. 
'FLYING  SQUADS.'  The  usual  two  semes- 
ters a  year  have  been  tossed  aside  in 
favor  of  four  six-week  "modules."  And 
courses  no  longer  will  be  taught  as  iso- 
lated disciplines.  The  basic  marketing 
module,  for  example,  will  overlap  with 
operations  management,  finance,  micro- 
I'conomics,  and  statistics.  Up  to  a  third 
of  the  course's  dozen  sessions  may  be 
team-taught  by  "flying  squads"  of  pro- 
fessors from  other  disciplines. 

Then,  before  the  third  module  begins 
in  January,  students  will  spend  a  full 
week  on  a  new  international  business 
game.  After  the  third  and  fourth  mod- 
ules, eight-student  teams  will  work  on 
four-day  "integrative  case  studies"  that 
will  require  them  to  produce  video  pre- 
sentations of  business  plans.  In  May, 
students  will  travel  abroad — half  to  Eu- 
rope, the  other  half  to  Japan — for  a 
month  of  classes  on  culture  and  politics 
and  field  trips  to  foreign  operations. 

A  novel  series  of  sessions  on  leader- 
ship and  ethics  will  run  during  the  entire 
first  year.  Wharton  is  working  with  a 
psychiatrist  on  group-interaction  exer- 
cises and  with  a  consulting  firm  on  per- 
sonality tests.  Test  results  will  appear  as 
video  vignettes  of  character  traits.  This 
way,  bullies  will  see  themselves  and  lis- 
ten to  analysis  from  classmates.  "It  may 
be  humiliating  for  some,  but  they're  go- 
ing to  see  exactly  how  others  perceive 
them,"  says  Vice-Dean  David  Reibstein. 

In  the  second  and  final  year,  which 
begins  Sept.  5,  core  requirements  will 
include  "Global  Strategic  Management" 
and  one  of  five  new  minicourses  on  such 
topics  as  "Geopolitics"  and  "Informa- 
tion." They'll  be  taken  along 
with  the  usual  array  of  elec- 
tives.  The  following  Janu- 
ary, five-person  teams  will 
work  with  companies  that 
will  invite  them  inside  to 
study  their  actual  business 
problems. 

It's  a  far  cry  from  the 
more  theoretical,  numbers- 
crunching  curriculum  that 
formed  decades  of  MBAs. 
Maybe  Mike  Milken  should 
ask  to  go  back  to  school  in 
lieu  of  prison. 

By  John  A.  Byrne  in 
Philadelphia 
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GOVERNMENT  I 


MORE  CHOICE  FOR 
CABLE  TV? 


The  FCC  wants  duopolies,  not 
local  regulation,  to  lower  rates 


In  most  places,  griping  about  cable  TV 
service  is  a  popular  pastime.  Not  in 
Allentown,  Pa.,  where  residents  actu- 
ally send  letters  of  appreciation  to  their 
cable  company.  Rates  are  below  the  re- 
gional and  national  averages,  channels 
are  plentiful,  and  the  service  can't  be 
beat.  When  Frank  Hanzl,  a  draftsman, 
moved  to  a  new  home  in  town  two 
weeks  ago,  he  was  wired  for  cable  with- 
in 24  hours.  "I  couldn't  believe  it,"  he 
says.  "They  were  terrific." 

What's  going  on  in  Allentown?  This 
city  35  miles  north  of  Philadelphia  is  one 
of  a  few  spots  where  true  competition  in 
cable  TV  exists.  Most  cable  companies 
enjoy  exclusive  franchises  from  local 
governments.  Allentown  residents  can 
choose  between  two  operators. 

If  the  Federal  Communications  Com- 
mission has  its  way,  more  single-service 
cities  may  choose  to  follow  Allentown 's 


example  to  put  a  lid  on  soaring  cable 
charges.  The  regulators  have  been  del- 
uged by  pleas  to  let  local  governments 
regulate  rates.  But  in  a  vote  that's  likely 
to  come  next  month,  the  FCC  is  expected 
to  give  only  minimal  new  powers  to  lo- 
calities. The  FCC  prefers  that  communi- 
ties use  Allentown- 
style  competition 
instead  of  regulating 
monopoly  operators. 
Besides  dragging  its 
feet  in  responding  to 
cable  viewers'  de- 
mands for  reregula- 
tion,  the  FCC  last 
year  recommended 
legislation  that  would 
encourage  localities 
to  authorize  second 
franchises. 
TUBE  TRUSTS.  Con- 
gress has  shown 
some  interest  in  the 
proposal,  largely  be- 
cause of  a  growing 
number  of  success  stories  similar  to  Al- 
lentown's.  According  to  Paul  Kagan  As- 
sociates, a  Carmel  (Calif.)  research  firm, 
at  least  65  cities  have  two  competing 
cable  systems  (chart).  A  Consumers'  Re- 
search magazine  survey  of  26  of  those 
cities  last  year  found  subscribers  got 


MORE  COMPETITION 
IN  CABLE  TV 


more  channels  and  paid  18%  less  tha 
consumers  in  monopoly  markets. 

The  trick  lies  in  busting  monopolie; 
Allentown  is  lucky  because  it  has  ha 
two  systems  from  the  outset.  In  th 
1970s,  city  officials  simply  let  two  con 
panies — Service  Electric  Cable  TV  Im 
and  Twin  County  Cf 
ble — build  where  the 
wanted.  One  compan 
started  north  of  towi 
the  other  from  th 
south.  Eventually 
about  95%'  of  the  city' 
46,000  household 
were  wired — and  bot 
services  are  availabl 
in  most  neighboi 
hoods.  Competition  i 
fierce.  A  road  int 
town  is  flanked  by  g 
ant  billboards:  one  fo 
Service  Electric,  onj^ 
for  Twin  County. 

It's  a  lot  harder  t 
build  a  second  syster 
atop  an  existing  one.  Financing  isn' 
easy  to  come  by,  especially  if  the  Iocs 
banks  have  loans  tied  up  in  the  olde 
system.  And  many  cities  resist  compet 
tion.  One  reason  is  that  local  official 
and  the  town's  leading  citizens  ofte 
own  a  piece  of  the  cable  system. 


CALIFORNIA  STEAMIN': 
BUSINESS  MAKES  TRACKS  FROM  LA. 


Rl 


|itchie  Bonkowski  is  feeling  un- 
loved. The  owner  of  a  small  Or- 
ange County  (Calif.)  electronic 
components  business  fumed  as  workers' 
compensation  costs  skyrocketed.  Even 
when  he  could  find  workers,  they  often 
were  untrained  and  quick  to  quit.  Worse 
yet,  no  one  at  city  hall  seemed  to  care.  In 
fact,  the  first  time  Santa  Ana  officials 
paid  him  any  heed — aside  from 
fire  inspections — was  after  he 
decided  to  move  to  Idaho.  Bon- 
kowski gripes:  "California  ag- 
gravated me  to  the  point 
where  I  wanted  to  leave." 

Ritchie  Bonkowski  is  small 
fry.  But  he's  joining  a  school 
of  others  swimming  away 
from  Southern  California,  in- 
cluding such  big  fish  as  Mc- 
Donnell Douglas  and  Lock- 
heed. The  latest  defector  is 
Bank  of  America.  It's  moving 
its  credit-card  operation  and 
1,300  jobs  from  Pasadena  to 
Phoenix  to  save  money. 
California  used  to  be  the  par- 
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adise  businesses  fled  to  from  the  gritty 
realities  of  the  Rust  Belt.  A  sunny  cli- 
mate, legions  of  science  and  engineering 
grads,  plus  access  to  large  markets  in 
the  West  and  Asia,  still  lure  plenty  of 
companies  to  the  Los  Angeles  area.  But 
now,  smog,  traffic,  and  steep  real  estate 
prices,  added  to  rising  labor  costs  and 
government  red  tape,  are  driving  compa- 


nies away.  Even  though  BofA,  Lock 
and  others  are  keeping  headquart( 
California,  there's  still  plenty  for  al 
of  recruiters  to  pick  over. 

The  prizes  they're  pursuing  in 
scores  of  small  manufacturers  pk 
by  Southern  California's  severe  air- 
ty  and  construction  restrictions.  T 
pand  his  soldering-materials  plant  ir 
ta  Fe  Springs,  Matthew  H.  R( 
manager  of  Fusion  Inc.'s  western 
sion,  looked  at  all  the  water,  air-qu 
and  other  permits  he  needed.  Cross- 
he's  heading  for  Albuquerque.  "We 
hate  California,"  Roeser  says. 

we're  seeing  any  expa 
here  as  almost  impossible 
That  acute  frustr; 
makes  Southern  Calif( 
companies  easy  pickings 
sides  bargain  real  estate 
labor  costs,  other  states 
boast  job-hungry  work  fi 
and  governments  downi 
friendly  to  business.  S, 
Carolina  bagged  a 
Hughes  Aircraft  Co.  { 
back  in  1984  with  the  he^ 
loans  and  tax  breaks.  So  ' 
Hughes  began  looking  rec 
to  relocate  a  1,300-emp^ 
operation,  officials  in  Ton 
and  Sacramento  promised 


Even  when  that's  not  the  case,  local 
overnments  rake  in  big  fees  from  ex- 
lusive  franchises.  New  York  City,  for 
xample,  gets  $27  million  a  year  in  fees 
rem  Time  Warner  Inc.  Cable  operators 
robably  wouldn't  be  willing  to  pay  as 
luch  if  they  lost  their  monopolies.  An- 
ther worry:  Service  could  suffer  if  com- 
etition  hurts  the  original  operator. 
ELUCTANT  RIVALS.  Even  if  the  govern- 
lent  grants  a  second  franchise,  incum- 
ents  don't  give  up  easily.  That's  what 
elesat  Cablevision  Inc.  in  Pompano 
■each,  Fla.,  found  when  it  entered  five 
lorida  markets.  Owners  of  existing  sys- 
;ms  slashed  prices.  In  Cape  Coral,  the 
ranchise  holder  took  out  newspaper  ads 
aying  that  construction  could  damage 
00  trees.  The  squabbling  prompted  Te- 
!sat  to  file  a  federal  antitrust  suit 
gainst  Cablevision  Industries,  which 
ays  the  charges  are  unfounded. 

Despite  these  impediments,  Allentown 
hows  that  competition  between  cable 
ranchises  can  work.  That's  a  good 
ling,  because  other  rivals,  such  as  di- 
2ct-broadcast  satellite,  so  far  haven't 
ut  up  much  of  a  fight.  As  local  govern- 
lents  weigh  the  best  method  for  ensur- 
ig  cheap,  high-quality  cable  TV  service, 
ley  might  want  to  send  delegations  to 
dlentown  to  talk  to  contented  custom- 
rs  like  Frank  Hanzl. 

By  Mark  Lewyn  in  Washington,  with 
ulie  Aynparano  Lopez  in  Allentown,  Pa. 


ul  in  obtaining  various  permits 
es  needs  to  modernize  or  stay  in  busi- 
Hughes  is  staying  put. 
3t  often,  though.  Southern  California 

own  worst  enemy.  Air-quality  rules 

1989,  including  limits  on  solvents  and 
ih,  drove  away  nearly  50  furniture 
rs  and  more  than  5,000  jobs,  the  West- 
urnishings  Manufacturers  Assn.  says. 
M.  The  nation's  most  expensive  work- 
ompensation  insurance  hurts,  too.  Se- 
■  Metal  Products  Corp.,  a  maker  of 
ity  doors,  expects  to  save  $300,000  a 
from  its  move  to  Clinton,  Okla.,  from 
-lOS  Angeles  suburb  of  Hawthorne, 
y  because  its  premiums  fell  60%,  to 
n  hour.  All  this  has  begun  to  alarm 
;ians.  Assemblyman  Richard  Polanco 
ihing  a  bill  to  find  out  why  companies 
fleeing.  Governor  Pete  Wilson  has 
d  a  panel  to  study  the  issue, 
jging  for  jobs  is  still  unfamiliar.  "So 

companies  came  here  that  we  never 
0  worry  about  doing  anything  to  keep 
,"  says  Patricia  Nunn,  head  of  econom- 
velopment  for  Santa  Ana.  But  her 

recent  survey  found  that  a  quarter  of 
isinesses  plan  to  move.  Before  long, 
ie  Bonkowski  and  other  emigres  could 
ots  of  old  friends  to  keep  them  compa- 

their  new  hometowns. 

Kathleen  Kerwin  and  Ronald  Grover  in 

ingeles 


TAXES  I 


CONGRESS  IS  LOOKING  AT 

A  HARD  FIGHT  OVER  SOFT  ASSETS 


Should  customer  lists  be  written  off  like  widgets?  What  about  ad  costs? 


In  the  days  when  most  U.  S.  business- 
es actually  made  things,  tax  planning 
was  simple.  When  you  bought  a  com- 
pany, you  acquired  the  assets:  machin- 
ery, a  building,  and  maybe  some  delivery 
trucks.  The  government  gave  you  a 
break  by  letting  you  write  off  the  cost 
of  all  that  newly  acquired  property  over 
a  period  of  years:  say,  10  years  for  wid- 
get-stampers. Simple  as  pie. 

Not  any  more.  These  days,  the  value 
of  many  companies  is  not  in  tangible 
stuff  but  rather  in  more  ethereal  assets, 
such  as  customer  relationships.  For 

many  businesses — in  fi-  .,  

nance,  publishing,  and  ser- 
vices— there  are  few  as- 
sets of  value  except  for 
customer  and  subscriber 
lists,  a  bank's  core  deposi- 
tors, and  the  like.  "Intan- 
gibles," says  Bruce  W. 
Morgan,  an  economist  at 
Arthur  Andersen  &  Co., 
"are  the  guts  of  what  the 
business  is  all  about." 

The  simple  rules  no 
longer  apply.  And  all  the 
confusion  has  sown  the 
seeds  for  what  promises 
to  be  a  nasty  battle  on 
Capitol  Hill  over  how  to 
tax  intangibles.  The 
stakes  are  enormous:  In 
1987,  the  last  year  for 
which  figures  are  avail- 
able, $262  billion  in  intan- 
gible assets  changed 
hands.  The  struggle 
could  spill  over  into 
another,  even  hotter 
controversy:  whether  companies  can  con- 
tinue to  deduct  all  advertising  expenses. 
BRAWL.  The  dispute  began  two  years 
ago  when  the  Internal  Revenue  Service 
cracked  down  on  companies  that  tried  to 
depreciate  the  value  of  their  intangibles. 
But  in  two  recent  court  cases,  one  in- 
volving a  newspaper  subscriber  list  and 
a  second  involving  a  roster  of  bank  de- 
positors, judges  allowed  the  write-offs. 
Now,  businesses  are  claiming  deductions 
for  virtually  all  assets,  from  pizza-crust 
recipes  to  the  value  of  a  lower-paid,  non- 
union work  force.  "Taxpayers  and  the 
government  are  spending  a  lot  of  time, 
effort,  and  money  battling  it  out,"  says 
Cleveland  tax  lawyer  Alan  Doris. 
"There's  a  lot  of  frustration  on  both 
sides." 


TAX  TARGET: 
INTANGIBLE  ASSETS 

A  baffle  is  brewing  over 
how  to  fax: 

►  Cable  TV  and  newspaper 
subscriber  lists 

►  The  lower  costs  of  a 
nonunion  labor  force 

►  Insurance  agents'  lists  of 
customers 


►  The  client  base  of  a 
brokerage  firm 

►  Core  deposits  in  banks 
and  thrifts 


Now,  the  brawl  has  hit  Capitol  Hill.  In 
one  corner  is  Representative  Guy  Van- 
der  Jagt  (R-Mich.).  Acting  on  behalf  of 
insurance  agents  and  others,  he  would 
give  broad  leeway  in  writing  off  the  cost 
of  intangibles  in  a  corporate  acquisition. 
Lifting  a  page  from  the  tax  treatment 
for  plant  and  equipment,  he  would  even 
let  the  Treasury  Dept.  set  up  formal 
depreciation  schedules.  In  the  other  cor- 
ner is  Representative  Brian  J.  Donnelly 
(D-Mass.),  a  feisty  tax  reformer  who 
wants  to  settle  the  controversy  by  flatly 
barring  acquiring  companies  from  writ- 
  ing  off  any  costs  of  in- 
tangible property. 
That  argument  can 
be  taken  one  step  fur- 
ther— and  it's  a  leap  that 
is  keeping  publishers, 
broadcasters,  and  adver- 
tisers awake  nights.  To- 
day, a  company  that  buys 
an  ad  can  write  off  its  full 
cost  right  away.  But  what 
if  the  company  is  allowed 
to  depreciate  the  cost  of 
buying  customer  lists  gen- 
erated by  those  ads? 
Doesn't  that  mean  that 
the  cost  of  producing 
those  lists — such  as  adver- 
tising— should  be  deduct- 
ed over  several  years,  as 


DATA:BW 


well?  That  would  cost  tax- 
payers a  bundle,  but  the 
logic  could  prove  compel- 
ling, especially  to  lawmak- 
ers looking  for  ways  to 
pay  for  new  tax 
breaks.  Changing  the 
tax  treatment  of  advertising  could  raise 
$15  billion  over  five  years,  according  to 
the  Congressional  Budget  Office. 

The  battle  over  intangibles,  which  has 
been  fought  mainly  behind  the  scenes, 
will  burst  into  the  open  in  the  next  sev- 
eral weeks,  when  the  General  Account- 
ing Office  issues  a  report  on  the  issue. 
The  GAO  is  expected  to  urge  Congress  to 
set  up  depreciation  schedules  for  intan- 
gibles. And  it  may  propose  the  same 
treatment  for  advertising  costs.  This 
may  be  just  the  goad  legislators  need  to 
sort  out  the  mess.  Trouble  is,  the  money 
that  Congress  puts  back  in  the  pockets 
of  banks  and  insurance  agents  could 
come  from  the  hides  of  newspapers,  TV 
stations,  and  their  advertisers. 

By  Howard  Gleckman  in  Washington 
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RAYTHEON 
PROfECTS. 


Literally  overnight,  the  world  became  aware  of  the 
Raytheon-built  Patriot  air  defense  system.  Its  performance 
in  the  Middle  East  speaks  for  itself 

And  yet  Patriot  is  only  one  product  from  one  division 
of  Raytheon. 


•  •  • • •••••• . «  ■ 
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RAYTHEON 
BUILDS. 

Close  to  half  of  our  annual  sales  come  from  non- 
defense-related  products  and  services. 

For  example,  for  more  than  20  years.  Raytheon  and 
key  subsidiaries-including  Badger  and  United  Engineers  & 
Constructors-have  been  providing  engineering,  technology 
project  management  and  construction  skills  for  industries 
such  as  oil  and  gas,  electric  power,  steel,  petrochemicals  and 
pharmaceuticals. 

We're  working  globally  to  help  vital  industries  solve 
engineering,  construction  and  environmental  problems- 
from  building  oil  refineries  and  power  plants  to  building 
equipment  that  builds  the  roads. 

For  more  information  on  the  surprising  world  of 
Raytheon,  write  for  our  1990  Annual  Report:  Raytheon 
Company  141  Spring  Street,  Lexington,  MA  02173. 


Pioneering  in  modular  construction.  Upgrading  air  traffic  control  systems. 


Engineering  services  for  the  process  industries.  Constructing  desalinization  plants.  Building  equipment  ttiat  builds  tlie  roads. 


Raytheon 


MARKETING! 


THEY'RE  ALL  JUICED  UP 
AT  TROPICANA 


It's  squeezing  the  competition  in  OJ.  and  rolling  out  many  new  lines 


If  you  think  marketing  consumer 
products  has  an  almost  predictable 
sameness  to  it,  you  haven't  checked 
in  on  Juice  Wars  lately.  Procter  &  Gam- 
ble Co.  has  hardly  been  living  up  to  its 
master  marketer  reputation  in  its  Citrus 
Hill  orange  juice  operation.  It  has  been 
selling  juice  under  the  name  Fresh 
Choice,  though  it's  made  from  frozen 
concentrate.  On  Apr.  24,  the  Food  & 
Drug  Administration,  miffed  about  the 
misleading  use  of  "fresh,"  abruptly  im- 
pounded 2,000  cases  of  juice.  Citrus  Hill, 
a  distant  third  in  the  business  (chart), 
will  relabel  its  packages  to  eliminate  the 
offending  terminology  at  the  very  time 
it  has  been  introducing  new  products. 

Now  look  at  Tropicana  Products  Inc. 
In  the  last  year,  according  to  data  from 
Information  Resources  Inc.,  Tropicana 
has  tied  Coca-Cola  Co.'s  Min- 
ute Maid  for  first  place  in  or- 
ange juice.  That's  a  gain  of 
seven  full  points  of  market 
share  in  six  years.  It  sells  the 
"Florida-squeezed"  virtues  of 
its  not-from-concentrate  Pure 
Premium  juice  without  ever 
using  the  word  fresh.  That 
strategy  is  a  winner:  In  the 
estimate  of  PaineWebber  ana- 
lyst Emanuel  Goldman,  Tropi- 
cana's  fiscal  1991  operating 
profits  were  $91  million  on 
$1.1  billion  in  revenues. 

For  its  next  trick,  Tropicana 
is  surrounding  shoppers  with 
its  powerful  brand  name.  Its 
juice  and  juice-flavored  drinks 
are  on  your  grocer's  juice 
shelves,  soft-drink  aisle,  dairy 
case,  and  frozen-food  section. 
"Tropicana  is  on  the  brink  of 
capturing  the  total  juice  mar- 
ket," says  Tom  Pirko,  presi- 
dent of  marketing  consultant 
BevMark. 

Tropicana  wasn't  always  such  hot 
stuff.  When  Joseph  E.  Seagram  &  Sons 
Inc.  bought  it  in  1988  for  $1.2  billion, 
Tropicana  was  a  midsize  piece  of  the 
Beatrice  Co.  food  empire,  where  Robert 
Soran  was  its  president.  Soran,  now  47, 
had  joined  Beatrice  when  the  food  con- 
glomerate bought  his  small  meat-pack- 
ing company. 

Seagram  decided  to  keep  Soran  be- 
cause he  had  already  designed  a  smart 


strategy — to  build  up  Tropicana's  de- 
cades-old business  in  ready-to-serve,  not- 
from-concentrate  orange  juice.  He  fig- 
ured he  could  make  his  juice  look  a  lot 
fresher  and  tastier  in  comparison  with 
Minute  Maid's  frozen  concentrate,  which 
dominated  the  market. 

Seagram  obliged  by  leaving  Soran  and 
his  team  pretty  much  alone.  It  also  came 
up  with  the  money  needed  to  branch  out 


from  Tropicana's  tradi- 
tional stronghold  in  the 
Northeast  and  boost 
advertising  from  $20 
million  in  1987  to  $33 
million  last  year.  Tropi- 
cana's new  ads  neatly 
convey  the  idea  of 
freshness  without  re- 
sorting to  the  f-word. 


TROPICANA  POURS  IT  ON 

MARKET  SHARE,  BY  VOLUME 
OF  TOTAL  U  S  ORANGE  JUICE  MARKET 


1985 

^•^OPICANA  14.8°/'' 

**'NUTEMAID  22.9% 
'^'TRUSHIIL  8.2°° 
OTHER  54.1°'''' 


1990 


TROPICANA  22.3°''° 


•"'NUTEMAID  22.2 
QTRUSHILL  i.T'° 
OTHER  46.8°/° 
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Many  spots  show  drinking  straws  poked 
into  luscious-looking  oranges. 

So  far,  Tropicana  has  beaten  back  ef- 
forts to  best  it  in  the  not-from-concen- 
trate category.  Minute  Maid  introduced 
Premium  Choice  in  1988  to  go  head-to- 
head  with  Pure  Premium.  Yet  by  last 
December,  Minute  Maid  had  only  3.59<-  of 
the  not-from-concentrate  0.  J.  market, 
and  it  hasn't  made  major  inroads  in  the 
Northeast,  where  consumers  down  twice 


as  much  orange  juice  as  other  Amer 
cans.  Now,  P&G  is  trying  out  a  low-cos 
entry  into  not-from-concentrate.  In  Fet 
ruary,  it  began  testing  in  five  Souther 
states  a  product  it  will  sell  only  whe 
Florida  oranges  are  in  season. 

That  doesn't  deter  Minute  Maid,  whic 
continues  to  deny  rumors  that  Coca-Col 
wants  to  sell  it.  It's  introducing  Prem 
um  Choice  on  the  West  Coast  and  adc 
ing  new  sizes  and  packaging.  "We  ar 
not  sitting  down  at  all,"  says  Pierre  Fei 
rari,  senior  marketing  vice-president  fo: 
Coca-Cola  Foods. 

Tropicana  isn't  just  defending  it: 
gains.  It's  tapping  consumers'  twin  ot 
sessions  with  health  and  convenience 
"We  have  made  a  commitment  to  intro 
duce  a  new  product  every  90  to  12( 
days,"  says  Soran.  The  goal:  to  dominate 
juice  sales  outside  thi 
refrigerator  section  o 
the  supermarket. 
GOOD-FOR-YOU.  Al 

ready,  Tropicana' 
Twister  line  of  bottle( 
and     frozen  juic( 
blends — the  tag  line  i: 
"Flavors   Mother  Na 
ture  never  intended"— 
is    showing  annua 
sales  of  $125  million  af 
ter  two  years  on  the 
market.  The  latest  ad 
dition   to   the  line 
Twister  Light,  a  low' 
cal  version  of  the  most 
popular  flavors  sweet 
ened  with  NutraSweet, 
Then    there's  the 
year-old  Tropicana  Juice  Spar 
kler  line,   which  BevMark's 
Pirko  thinks  could  do  quite 
well  this  summer.  These  car- 
bonated fruit  juices  are  Tropi- 
cana's entry  into  the  $600  mil- 
lion "New  Age"  category  of 
good-for-you  beverages  that 
satisfy  a  consumer's  yen  for  a 
soda  pop. 

Tropicana  is  also  scouting 
overseas  with  the  help  of  Sea- 
gram's international  execu- 
tives. A  joint  venture  between 
Tropicana  and  Japanese  beer 
giant  Kirin  Brewery  Co.  is  al- 
ready selling  four  chilled-juice 
flavors  in  Tokyo.  The  company  plans  to 
offer  these  and  a  Pure  Premium  line 
throughout  the  Far  East  next  year.  Min- 
ute Maid,  too,  plans  to  go  overseas,  with 
the  help  of  Coca-Cola's  distribution  net- 
works. P&G  is  already  strong  in  Germa- 
ny. But  if  Tropicana  keeps  pouring  it  on, 
it  may  end  up  showing  its  rivals  how  to 
sell  juice  'round  the  world. 

By  Irene  Recio  in  Bradenton.  Fla..  with 
Zachanj  Schiller  in  Cleveland 
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Commentary/by  Seth  Payne 

LOST  SOMEWHERE  OVER  CAPITOL  HILL: 
A  NATIONAL  FLIGHT  PLAN 


It  has  been  13  years  since  Congress 
decided  to  get  government  out  of 
tiie  business  of  micromanaging  the 
U.  S.  air-transport  system.  But  Capitol 
Hill  still  hasn't  reconciled  itself  to  its 
loss  of  control  over  the  air  lanes.  Much 
of  the  lawmakers'  angst  is  understand- 
able: The  industry  they  deregulated 
has  run  into  serious  trouble.  What's 
hard  to  figure  is  why  Congress  has 
done  so  very  little  to  help  fix  it. 

The  crisis  is  evident  everywhere: 
U.  S.  airlines  have  lost  $4  billion  over 
the  past  six  months.  Eastern  Air  Lines 


Inc.  has  collapsed,  and  five  other  air- 
lines have  defaulted.  The  gulf  crisis 
hurt,  but  problems  run  deeper.  Operat- 
ing costs  and  debt  are  sky  high.  Air- 
port capacity  is  perilously  inadequate. 

Capitol  Hill  can't  do  much  about 
costs  and  debt — it  can't  save  faUing 
airlines.  Congress  can,  however,  spur 
healthy  competition  by  moving  to  re- 
lieve airport  overcrowding,  while  lift- 
ing other  impediments  to  the  growth  of 
smaller  airlines.  It  can,  that  is,  if  it 
ever  looks  beyond  parochial  concerns. 
ST.  LOUIS  BLUES.  Take  the  recent  flap 
over  creaky  Trans  World  Airlines  Inc. 
Led  by  Senator  John  C.  Danforth  (R- 
Mo.),  a  phalanx  of  lawmakers  loudly 
protested  the  proposed  sale  to  Ameri- 
can Airlines  Inc.  of  TWa's  London 
routes.  The  deal,  they  argued,  would 
gut  TWA  of  its  most  prized  assets, 
threatening  the  carrier  and  its  St.  Lou- 
is hub. 

Transportation  Secretary  Samuel  K. 
Skinner  insisted  American  should  have 
the  best  routes,  and  for  good  reason. 


TWA  has  crumbled  so  badly  since  raider 
Carl  C.  Icahn  bought  it  in  1986  that  it 
isn't  likely  to  survive  under  any  cir- 
cumstances. Danforth  supported  a 
sketchy  bid  for  TWA  by  Las  Vegas  fi- 
nancier Kirk  Kerkorian  and  the  carri- 
er's unions.  Kerkorian  vowed  to  keep 
TWA  intact.  But  letting  one  raider  take 
oyer  from  another  to  prop  up  an  uneco- 
nomical hub  is  just  pork-barrel  politics, 
not  good  public  policy. 

The  brouhaha  over  TWA  epitomizes 
Congress'  misplaced  priorities.  Instead 
of  wringing  their  hands  about  protect- 
ing jobs  (and  votes)  at  home, 
lawmakers  could  help  a  lot  by 
providing  fertile  ground  for 
smaller  competitors — airlines 
that  can  pressure  United, 
American,  and  Delta. 

Bills  have  recently  been  in- 
troduced in  the  House  to  aid 
the  cash-strapped  industry 
while  trying  to  eliminate  some 
of  the  advantages  of  size.  One 
measure  would  allow  greater 
foreign  equity  investments  in 
U.  S.  airlines  under  certain  con- 
ditions. Another  would  im- 
prove other  carriers'  access  to 
the  powerful  computerized  res- 
ervations systems  that  United 
and  American  use  to  dominate 
their  rivals.  But  history  teach- 
es that  forging  a  consensus 
on  such  issues  is  nearly  impossible. 

Equally  troublesome  have  been  ef- 
forts to  free  up  federal  funds  for  air- 
port expansion.  Last  year,  Congress 
ruled  that  local  airports  could  levy  a  $3 
ticket  tax  if  they  used  the  proceeds  to 
improve  facilities.  Meantime,  however, 
a  far  richer  treasure  trove — the  sur- 
plus of  the  federal  Airport  &  Airway 
Trust  Fund — is  being  held  hostage. 
GOLDEN  EGG.  A  I07c  federal  excise  tax 
on  every  ticket  sold  raises  nearly  $5 
billion  a  year.  But  since  1982,  the 
fund's  income  has  exceeded  appropria- 
tions by  $11  billion.  The  reason  is  sim- 
ple. Every  dollar  of  trust-fund  revenue 
not  spent  comes  straight  off  the  bud- 
get deficit.  Congress  and  the  Adminis- 
tration alike  see  skimping  on  aviation 
as  an  easy  deficit-reduction  tool. 

Crowing  about  saving  jobs  may  gar- 
ner votes  in  the  short  run.  But  if  law- 
makers are  really  worried  about  a  via- 
ble airline  industry,  they  should  stop 
squabbling  and  start  making  the  hard 
decisions  on  how  to  do  some  real  good. 
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CHRONOMAT 
self-winding  chronograph. 
18  ct  yellow  or  white  gold, 
steel  jnd  18  ct  gold,  bicolor,  steel. 
Leather  strap  or  metal  bracelet. 
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ANNUAL  REPORTS  I 


WON'T  YOU  PLEEEEASE 
READ  OUR  ANNUAL  REPORT? 


The  most  brazen  bid  for  attention:  Reebok's  male  nude 


The  satisfied  customer  is  a  familiar 
figure  in  annual  reports,  and  Pep- 
siCo Inc.'s  latest  glossy  release 
seems  to  celebrate  just  that.  Its  1990 
offering  features  a  sumo  wrestler  on  the 
cover  and  romping  throughout  the  re- 
port. He's  pictured  eating — or  within 
chomping  distance  of — the  company's 
Pizza  Hut,  Taco  Bell,  and  Kentucky 
Fried  Chicken  dishes. 

Can  this  be  the  PepsiCo  that  renamed 
its  Kentucky  Fried  Chicken  unit  KFC  to 
entice  more  health-conscious  consumers? 
Yes,  but  of  course  there's  an  explana- 
tion. Says  PepsiCo  Chairman  Wayne 
Calloway:  "There's  no  better  way  to  il- 
lustrate the  power  of  PepsiCo's  brands 


BANK  OF  AMERICA:  CAN  YOU 
GUESS  WHAT  CITY  THIS  IS? 


HE  "POWER  OF  PEPSICO": 
30O-POUNDER  NAMED  TINY 


THE  HUMAN  TOUCH  AT  BRUNO'S: 
A  DOODLED  LIST  OF  GOALS 


than  with  a  sport  in  which  a  300-pounder 
goes  by  the  nickname  'Tiny.'  " 

And  so  it  goes  in  the  world  of  annual 
reports.  Here,  eagerness  to  be  upbeat 
coupled  with  a  compulsion  to  grab  the 
spotlight  can  yield  a  bonanza  of  instruc- 
tion, delight — and  sometimes  dismay  for 
shareholders.  This  year's  most  brazen 
bid  for  attention?  Reebok  International 
Ltd.,  the  shoe  and  apparel  maker,  tucks 
a  poster  of  a  naked  (but  for  a  pair  of 
Reeboks,  of  course)  male  athlete  inside 
the  front  page.  The  reason?  Oh,  it's  a 
broadcast  sponsor  of  the  1992  Olympic 
Games  in  Barcelona. 
LEAN  TIMES.  Some  companies  keep  it  con- 
siderably simpler.  Not  to  put  too  fine  a 
point  on  it,  last  year  was  a  disaster  in 
the  airline  biz.  So  the  cover  of  South- 
west Airlines  Co.'s  report  trumpets  noth- 
ing but  this:  "In  1990,  we  made  a  prof- 


it." Others  try  to  catch 
eyes  with  handwritten 
messages.  For  exam- 
ple, Bruno's  Inc.  in  Bir- 
mingham, Ala.,  jazzes 
up  an  otherwise  bare- 
bones  report  with  a 
doodled  list  of  goals 
for  the  supermarket 
company. 

Every  year,  more 
than  a  few  annual  re- 
ports bend  over  back- 
ward to  camouflage 
bad  news.  In  FirstFed  Michigan  Corp.'s 
report,  the  bank  chairman's  letter  opens 
happily,  with  word  that  core  earnings 
"improved  signifi- 
cantly." Earnings  for 
1990  were  initially 
posted  at  $30.1  mil- 
lion, an  increase  of 
34%  over  1989,  Chair- 
man C.  Gene  Harling 
reports.  But  how 
about  that  word  "ini- 
tially"? Read  on. 
Harling  adds  that  the 
Office  of  Thrift  Su- 
pervision "subse- 
quently asked  First 
Federal  [a  subsidiary] 
to  change  its  account- 
ing treatment  for  cer- 
tain deferred  hedging 
operations  . . . ."  Once 
the  pesky  regulators 
were  done,  1990's  net  income  tumbled  to 
$9.2  million — a  59%  drop,  something 
FirstFed  never  bothers  to  mention.  A 
spokeswoman  points 
out  that  investors  can 
find  "m.ore  than 
enough  information  in 
this  book  to  calculate 
that  percentage." 

This  year's  trendy 
topic?  Well,  there  are 
two:  the  environment 
and  Operation  Desert 
Storm.  Companies 
printing  their  reports 
on  recycled  paper,  ac- 
cording to  Sidney  Cato, 
who  publishes  a  news- 
letter on  annual  re- 
ports, account  for  no 
less  than  23%  of  the 


''In  1990, 
we  made  a 
profit." 


SOUTHWEST  AIRLINES:  A  CLAIM 
THAT  FEW  RIVALS  COULD  MATCH 


several  hundred  he  has  seen  alread. 
And  even  Walt  Disney  Co.  finds  a  wr 
to  exploit  the  Persian  Gulf  crisis.  Ch:' 
Executive  Michael  D.  Eisner  tells  shar 
holders  that  as  he  w; 
waiting  for  the  ons 
of  the  war  and  the  r 
cession,  he  felt  "than 
ful  that  during  the; 
uneasy  months  oi 
company  can  and  w 
continue  to  'lighten  tl 
load' — specifically,  i 
entertain." 

Many  companies  al^ 
seize  the  opportunit 
to  fend  off  potenti; 
public-relations  prol 
lems  with  special  se 
tions.  In  its  1989  r- 
port,  McDonald's  Cor| 
soothed  consumei 
concerned  about  wast 
with  a  copious  te> 
about  recycling  and  the  com.pany's  e 
forts  to  promote  it.  Its  1990  report  fe; 
tures  a  gorgeous  12-page  spread  o 
Food  &  Nutrition.  Renowned  chef  Juli 
Child  laments  that  Americans  have  b( 
come  "hysterical,  unreasonable,  an 
. . .  inadequately  nourished  because  c 
their  fear  of  food."  The  solution?  Ea 
McDonald's  includes  suggested  menu 
for  a  16-year-old  boy  and  46-year-ol 
woman.  Is  anyone  surprised  that  Eg; 
McMuffins  and  McLean  Deluxe  burger 
are  among  the  recommended  dishes? 
LONG  DETOUR.  Sharp-eyed  types  will  er 
joy  finding  nits  to  pick.  UAL  Corp.  spen 
the  latter  part  of  1990  building  its  intei 
national  network,  and  it  showcases  tha 
effort  with  route  maps  on  the  cover  o 
its  report.  But  some  shareholders  wi 
notice  something  amiss:  Flight  path 
from  London  to  Seattle,  San  Franciscc 
and  Los  Angeles  are  all  shown  goini 
across  South  America.  In  reality,  the; 
cross  the  Arctic.  A  UAL  spokesman  call 
the  drawing  "an  artist's  rendering." 
San  Francisco-based  Bank  of  Americ 
this  year  tries  playin; 
up  its  California  e> 
pansion  with  a  phot 
of  an  eagle  soarini 
over  a  sprawling  mt 
tropolis  at  dusk.  Bu 
the  pretty  picture  lef 
many  shareholder 
baffled.  One  executiv 
concedes  that  Bank  o 
America  was  forced  t 
explain  to  several  reac 
ers  that  the  city  wa 
Los  Angeles. 

By  Andrea  Rothma: 
in  New  York,  with  List 
Driscoll  in  New  Have: 
and  bureau  reports 
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Quick,  do  you  know 

the  first  name 
in  microprocessors? 


EDITED  BY  HARRIS  COLLINGWOOD 


CHRYSLER'S  LOSS 
GROWS.  GM'S  SHRINKS 


►  Detroit's  chieftains  put  dif- 
fering spins  on  a  dismal  first 
quarter.  Combined  losses  at 
CM,  Ford,  and  Chrysler  came 
to  $1.9  billion,  bringing  the 
losses  for  the  past  three  quar- 
ters to  $6.1  billion.  Chrysler's 
Lee  lacocca  said  his  company 
lost  $341  million  in  the  first 
quarter,  before  an  accounting 
change  widened  the  loss  to 
$598  million. 

GM  Chairman  Robert  Stemp- 
el,  by  contrast,  opened  his 
earnings  report  with  news  of 
a  $1.2  billion  loss,  underscor- 
ing his  call  for  more  cost-cut- 
ting. But  after  onetime  gains 
from  the  sale  of  its  New  York 
City  building  and  an  account- 
ing change,  GM  trimmed  its 
net  loss  to  $377  million.  It  was 
Stempel's  first  result-enhanc- 
ing accounting  change.  Dur- 
ing then-Chairman  Roger 
Smith's  reign,  bookkeeping 
changes  boosted  GM  earnings 
in  1986,  1987,  and  1988. 


IS  A  STORM  BREWING 
OVER  A  FLORIDA  BANK? 


►  Two  battered  Florida  banks 
may  link  up.  On  May  1,  Bar- 
nett  Banks  announced  it 
might  try  to  buy  Miami-based 
Southeast  Banking. 

Barnett,  though,  could  face 
stiff  competition  from  another 
suitor,  superregional  NCNB. 
And  Barnett  isn't  in  the  best 
of  shape.  Loan-loss  provisions 
were  up  647'  last  year,  and 
profits  plunged  to  $101  million 
from  $2r)6  million  in  1990. 
Southeast,  which  lost  $199 
million  last  year,  would  be 
quite  a  gulp  even  in  good 
times. 


ALTERNATIVE  POWER 
DOWN  EAST 


►  Maine  utilities  switched  to 
hydropower  and  activated  an 
oil-fired  electric  generating 
plant  in  the  wake  of  a  crip- 
pling hydrogen  fire  at  Maine 
Yankee  Atomic  Power's  Wis- 


casset  nuclear  plant  on  Apr. 
29.  The  840-megawatt  plant 
supplies  a  quarter  of  Maine's 
electricity.  It's  owned  by  10 
utilities,  including  38'X-owner 
Central  Maine  Power. 

Central  Maine  Power  says 
it  will  run  its  oil-fired  plant  as 
well  as  hydropower  for  the 
next  several  months  if  the  nu- 
clear plant's  generator  shows 
significant  damage.  The  utili- 
ty said  it  expects  to  meet  cur- 
rent demand  using  plants  nor- 
mally activated  only  during 
the  peak  summer  and  winter 
seasons  but  warned  that  elec- 
tricity produced  by  the  non- 
nuclear  plants  costs  three  to 
four  times  as  much  as  that 
derived  from  Maine  Yankee. 


NO  HARD  FEELINGS, 
MISS  PIGGY 


►  The  mouse  and  the  frog 
have  kissed  and  made  up. 
Henson  Associates,  creator  of 
Kermit  the  Frog,  Miss  Piggy, 
and  other  Muppets,  and  Walt 
Disney,  creator  of  you-know- 
who,  have  settled  their  suits 
against  each  other.  Disney  is- 
sued a  rare  public  apology, 
and  Henson  sold  Disney  a  li- 
cense to  use  its  Muppets  at 
two  attractions  at  Disney 
World  in  Orlando,  Fla. 

Valued  at  an  estimated  $10 
million,  the  license  is  valid  for 
five  years,  far  short  of  the  10 
to  12  years  that  Disney  was 
shooting  for  earlier.  And  the 
license  is  applicable  only  east 
of  the  Mississippi  River — leav- 


MONKEY  SEE,  MONKEY  WEAR 


It's  30  million  yuppies'  favorite 
prime-time  drama.  No,  it's  a 
home-shopping  show.  Wait — 
you're  both  right. 

It's  thirtysomething,  wherein 
Elliot  blames  himself  for  Nan- 
cy's cancer,  Melissa  looks  for 
love  in  all  the  wrong  places,  and 
Gary  buys  the  farm.  Now,  you 
can  play  the  home  version — or 
at  least  dress  the  part. 

The  show's  producers  have  li- 
censed a  line  of  clothing  inspired  by  outfits  worn  by  t.hirt- 
something'?,  characters.  Highlights  include  $35  retro  ties  f,: 
Elliot  wannabes  and  turtlenecks  and  stirrup  pants  that  off 
Hope's  and  Nancy's  mommy  chic.  Sorry,  guys — if  you  cov 
Michael's  Armani  suits,  you'll  just  have  to  fend  for  yourselve 
Sales  of  the  thirtysomething  duds  should  reach  $15  million  t 
first  year,  says  Lenny  Heller,  a  principal  at  distributor  Appar 
Resources  International.  It's  a  good  thing  marketing  wasr 
such  a  big  deal  back  when  The  Honeymooners  was  a  hit. 


ing  open  the  possibility  that 
the  Muppets  could  also  be  li- 
censed to  a  Disney  rival  such 
as  MCA,  so  long  as  they  ap- 
pear west  of  the  Mississippi 
or  abroad. 


A  PENSION  PLAN 
FOR  SMALL  FRY 


►  Only  24'a  of  employees  who 
work  for  small  companies  are 
eligible  for  pensions.  But  La- 
bor Secretary  Lynn  Martin 
hopes  her  new  proposal  will 
encourage  small  business  to 
expand  coverage.  On  Apr.  30, 
Martin  suggested  that  compa- 
nies with  100  or  fewer  em- 
ployees be  relieved  from  fol- 


r  ^ 

HERE  (OME$ 
JOMN$UNUNU 

FOR  ANOIWER 
QUART  OF  MILX  ,- 


lowing  complex  federal  rul 
governing  larger  employe 
that  offer  pensions. 

Such  rules  bar  companic 
from  setting  up  plans  that  f 
vor  higher-paid  employee' 
Martin's  proposal  is  likely  ' 
lend  support  to  efforts  in  Co 
gress  by  larger  companies  ' 
relax  "nondiscrimination  tes 
ing"  for  all  businesses.  Tl 
plan  would  also  make  it  har 
er  for  all  employees  to  cas 
out  their  pensions  when  the 
leave  jobs  before  retirement 


LTV  TAKES  A  BIG 
REORGANIZATION  STEF 


►  Nearly  five  years  aft( 
seeking  Chapter  11  prote 
tion,  LTV,  the  steel  and  aer 
space  giant,  filed  a  reorgar 
zation  plan  on  May  1  th: 
would  give  unsecured  crec 
tors  stock  in  the  reorganiz( 
company.  But  there  are  st 
plenty  of  hurdles.  For  stai 
ers,  LTV  must  reach  a  fin 
agreement  on  its  long-runnir 
pension  dispute  with  the  Pe 
sion  Benefit  Guaranty  Cor 
and  negotiate  a  new  contra 
with  the  United  Steelworker 
Under  a  preliminary  pact  wi' 
the  PBGC,  LTV  initially  wou 
contribute  $880  million  ' 
three  restored  pension  plai 
and  make  further  contrib 
tions  starting  in  1993. 
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Time's  up. 
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You  scored  perfectly.  Because  Intel  is  the  world's 
leader  in  microprocessor  design  and  development. 
It's  also  the  company  that  introduced  the  first  micro- 
processor And  when  it  comes  to  investing  money 
into  the  technology,  Intel  is  first  again.  Giving  you 
the  assurance  that  with  an  Intel  microprocessor 
inside  your  computer,  you'll  have  the  power  and  com- 
patibility to  take  you  into  the  future. 


So  if  you  want  all  that  working  for  you,  make 
sure  the  386SX,  386  or  486  cc^mputer  you  choose  has 
the  first  name  in  microprocessors  inside.  Intel. 

intel 

The  Computer  Inside: 


Intel486.  lntel3H6.  and  Intel386SX  are  trademarks  of  the  Intel  Corporation  ©1Q91  Intel  Corporation,  All  rights  reserved. 


TheV6  Sonata  is  a  pure  performer.  USAC  tests* 
show  it  out-accelerates  Taurus  LX,  Maxima  SE, 
Accord  EX  and  Lexus  ES250.  Results  you  can  ap- 
preciate every  time  you  pull  into  the  passing  lane. 


But  this  fuel-injected  3.0-liter  engine  gives 
you  more  than  just  straightaway  speed.  When 
USAC  took  theV6  Sonata  over  to  the  slalom 
course,  it  was  more  than  able  to  match  moves 
with  a  $55,000  BMW  735iL.  Which  demonstrates 
that  this  comfortable  mid-size  sedan  handles 
the  hazards  of  the  road  better  than  most 

And  while  it  gets  you  off  to  some  very 
quick  starts,  we've  made  sure  it'll  come  to  even 
quicker  stops.  Four  power-assisted  disc  brakes 
are,  we're  happy  to  say  standard  equipment. 

Now,  considering  that  the  V6  Sonata  costs 
as  little  as  $12,170,^  it  may  be  the  one  car  you  can't 
afford  to  pass  up.  For  more  information  call 
1  800  826  CARS  HYUflDni 
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tELUCTANT  WARRIORS:  WHY  THE  GOP 
VOH'T  STORM  THE  SENATE 


By  all  rights,  Terry  Considine  should  be  getting  ready  for 
a  campaign  to  unseat  Senator  Tim  Wirth  (D-Colo.)  next 
year.  A  successful  businessman  and  state  senator  who 
a  national  leader  of  the  movement  to  limit  legislators'  terms, 
insidine  is  articulate,  savvy,  and  well-known  in  his  state.  In 
ort,  he's  just  the  sort  of  candidate  on  whom  Republicans 
it  their  hopes  for  recapturing  the  Senate  in  1992.  But  Consi- 
le  is  holding  back,  and  his  reluctance  and  that  of  politicians 
e  him  spells  big  trouble  for  the  GOP. 
Like  many  first-term  Democrats,  Wirth 
)ks  beatable.  He  won  with  barely  509!  of  the 
te  in  1986  and  hurt  himself  in  conservative 
)lorado  by  opposing  the  use  of  force  in  the 
•rsian  Gulf.  Still,  says  Considine,  "I'm  just 
t  consumed  with  the  idea.  I  wonder  if  any- 
e  can  accomplish  anything  at  the  federal 
/el  anymore.  Business  people  are  rewarded 
r  getting  things  done.  Political  people  in 
ashington  are  rewarded  for  not  making 
istakes." 

1ST  SAYING  NO.  Considine's  vacillation  is  Sen- 
or  Phil  Gramm's  worst  nightmare.  As  chair- 
an  of  the  National  Republican  Senatorial 
)mmittee,  the  Texan  has  been  barnstorming 
e  country,  trying  to  recruit  top-notch  GOP 
allengers.  In  the  triumphant  aftermath  of 
e  war,  Gramm  thought  President  Bush's 
ratospheric  approval  ratings  would  make 
5  job  easy.  But  many  of  Gramm's  first 
oices  are  saying  no,  and  some  shaky  Democratic  incumbents 
uld  wind  up  as  shoo-ins.  Chortles  Democratic  pollster  Geof- 
ey  Garin:  "Republicans  thought  they  would  have  an  A-team 
led  up  by  now,  but  they  don't  even  have  a  C-team." 
To  retake  the  Senate,  the  GOP  needs  a  net  gain  of  seven 
ats — a  big  order.  Much  of  the  bloom  has  gone  off  the  gulf 
ctory.  A  challenger  starts  off  with  a  big  fund-raising  disad- 
mtage  against  even  a  weak  incumbent.  In  the  South,  where 
)P  prospects  should  be  best,  the  weakness  of  the  party  at  the 


GRAMM:  "WE'RE  LOOKING  FOR 
WENDELL  WILLKIE  CANDIDATES' 


State  and  local  levels  means  that  there  are  few  Republicans 
who  have  a  good  shot  at  winning — and  most  of  those  have 
jobs  they're  reluctant  to  give  up. 

In  South  Carolina,  for  example.  Senator  Ernest  F.  Hollings 
may  be  the  most  vulnerable  of  Democratic  veterans.  A  pas- 
sionate opponent  of  the-  gulf  war  resolution  and  irascible 
Washington  insider,  Hollings  has  seen  his  approval  ratings 
plummet.  More  ominously  for  his  political  future,  South  Caroli- 
na is  registering  new  Republican  voters  faster  than  any  other 
Southern  state.  Yet  Gramm  has  been  unable 
to  persuade  popular  Governor  Carroll  A. 
Campbell  Jr.  to  jump  into  the  race.  In  Neva- 
da, former  Attorney  General  Brian  McKay  is 
reluctant  to  leave  his  Las  Vegas  law  practice. 
That  could  give  Democratic  incumbent  Harry 
Reid  a  free  ride  to  reelection. 

Certainly,  there  are  Republicans  out  there 
ready  to  run.  Many  state  chairmen  say 
they've  been  peppered  with  calls.  In  Ohio,  for 
example,  Robert  A.  Taft  II  is  waffling  wheth- 
er to  challenge  Keating  Five  member  John 
Glenn.  But  nine  other  Republicans  say  they're 
eager  to  step  in.  Trouble  is,  only  Taft  is  likely 
to  give  Glenn  a  tough  race. 

Gramm  knows  what  he's  looking  for.  "We 
want  proven  winners,  successful  in  business 
and  the  professions,  who  have  skills  but  have 
never  used  them  in  politics,"  he  says.  "We're 
looking  for  Wendell  Willkie  candidates." 
The  danger  for  the  Republicans  is  that  Gramm  might  get 
exactly  what  he's  asking  for — rank  amateurs.  Willkie  was  a 
party-switching  businessman  who  came  out  of  nowhere  in  1940 
to  win  the  GOP  Presidential  nomination.  But  Willkie  was 
crushed  by  Franklin  D.  Roosevelt.  The  way  things  are  going  in 
the  runup  to  the  1992  Senate  races,  the  GOP  may  find  itself 
again  with  enthusiastic  neophytes  who  are  no  substitute  for 
experienced  vote-getters  in  a  tough  race. 

By  Douglas  Harbrecht  and  Paula  Dwyer 


APITAL  WRAPUPI 


ANTITRUST 


A two-year  Justice  Dept.  probe  of 
admissions  practices  at  two  dozen 
ilite  colleges  seems  to  be  nearing  a 
successful  conclusion.  Sources  close  to 
;he  investigation  say  that  the  schools, 
ncluding  such  top-rank  institutions  as 
Harvard  and  Princeton  Universities, 
A'on't  admit  to  any  wrongdoing.  But 
;hey  will  agree  to  stop  sharing  infor- 
nation  on  financial  aid,  tuition,  and 
faculty  salaries.  Justice  officials,  who 
Degan  the  probe  in  the  wake  of  Admin- 
stration  criticism  of  soaring  tuitions, 
felt  that  the  schools  violated  antitrust 
iaws  by  using  shared  information  to 
oarcel  out  financial  aid  to  incoming  stu- 


dents. Specialists  within  the  depart- 
ment see  the  case  as  an  indication  that 
the  government  is  prepared  to  enforce 
antitrust  laws  vigorously  against  non- 
profit institutions. 

TAXES  

The  Senate's  rejection  of  a  proposed 
cut  in  Social  Security  payroll  taxes 
could  kill  off  the  last  hopes  for  the 
Administration's  capital-gains  tax  re- 
duction this  year.  Supporters  of  the 
gains  cut  had  hoped  to  push  their  plan 
through  in  tandem  with  payroll-tax  re- 
lief for  the  middle  class.  On  its  own, 
however,  the  capital-gains  measure 
can't  overcome  the  political  stigma  of 
being  a  giveaway  to  "the  rich." 


INTELLIGENCE 


In  an  all  but  unnoticed  footnote  to  the 
Iran-cow ^ra  scandal,  Congress  is 
surrendering  to  the  Administration  in  a 
long-running  battle  for  covert  opera- 
tions. Last  year.  President  Bush  vetoed 
an  intelligence  bill  that  ordered  the 
White  House  to  tell  Congress  of  covert 
operations  within  two  days  of  their  au- 
thorization and  to  consult  with  Capitol 
Hill  before  enlisting  third-country  sup- 
port for  secret  missions.  Senate  negoti- 
ators have  effectively  thrown  in  the 
towel  by  narrowing  the  definition  of 
"covert  activity."  The  new  language 
gives  the  President  leeway  to  decide 
which  actions  must  be  reported. 
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UNglST  IN  GEORGIA:  TO 
]  STiM  ECONOMIC  CHAOS, 
r  r .  (BORBY  WILL  GET  TOUGHER 


AFTER  THE  HANDSHAKE, 
A  FURIOUS  ARM  WRESTLE 


Gorbachev  and  Yeltsin  are  grappling  offstage  over  privatization  and  the  wave  of  strikes 


F 


lor  May  Day  festivities,  this  year's 
were  especially  somber  in  Mos- 
cow's Red  Square.  Mikhail  Gorba- 
chev stood  on  Lenin's  Tomb  reviewing  a 
relatively  small  and  nearly  silent  parade 
of  the  working  class.  Even  the  Commu- 
nist Party  Politburo  failed  to  show  up  to 
cheer.  While  Gorbachev  presided  over 
this  hollow  ritual,  his  archrival,  Boris  N. 
Yeltsin,  was  2,000  miles  away  in  Siberia 
scoring  a  big  political  victory.  There,  he 
hammered  out  an  agreement  with  strik- 
ing coal  miners  to  go  back  to  work. 

Cracks  are  already  appearing  in  a 
truce  Gorbachev  and  Yeltsin  called  in 
late  April  to  end  six  months  of  political 
stalemate.  Along  with  the  leaders  of 
eight  other  Soviet  republics,  they  sup- 
ported a  vaguely  worded  plan  to  pull  the 
nation's  collapsing  economy  from  the 
abyss.  Work  would  begin  on  a  new  na- 
tional treaty,  a  new  constitution,  and, 
possibly,  direct  elections  for  president. 

Gorbachev  sought  the  compact  with 
Yeltsin  as  a  tactical  move  to  blunt  his 
:  ;irdline  critics  and  stem  economic  cha- 


os. Yeltsin  wants  to  use  the  alliance  to 
push  ahead  with  more  radical  economic 
reforms.  Now,  both  politicians  are  busy 
with  furious  behind-the-scenes  duels  for 
political  advantage. 

PILOT  PROJECTS.  Over  the  next  few 
weeks,  Gorbachev  is  likely  to  come  out 
with  a  tough,  anticrisis  regime  to  restore 
order.  In  mid-May,  Gorbachev's  govern- 
ment is  expected  to  allow  the  use  of 
force  to  end  strikes  that  so  far  have 
rocked  the  energy  and  transportation  in- 
dustries. He  is  also  considering  a  mass 
deployment  of  troops  to  the  farms  to 
speed  up  spring  planting,  which  is  fall- 
ing far  behind  schedule. 

Meanwhile,  Yeltsin  is  barnstorming 
the  Russian  republic  to  broaden  his  pop- 
ular support  at  Gorbachev's  expense. 
While  jetting  from  coal  mine  to  coal 
mine  there,  he  has  been  urging  miners 
not  to  abandon  their  political  demands, 
especially  calls  for  Gorbachev's  resigna- 
tion. On  May  1,  he  won  an  agreement 
with  5,000  striking  miners  in  Siberia's 
Kuzbass  coal  fields  to  return  to  work.  A 


key  element  of  the  deal  provides  thai 
their  mines  will  be  transferred  fron 
Gorbachev's  jurisdiction  to  Yeltsin's.  Or 
top  of  that,  the  miners  will  be  able  t( 
keep  807f  of  the  precious  hard-currencj 
earnings  from  their  exports.  Moscow 
now  gets  all  but  6%  of  the  earnings. 

Yeltsin  is  ready  to  push  even  further 
He's  likely  to  win  support  from  the  Rus 
sian  parliament  in  mid-June  for  a  plan  t( 
sell  off  industries  and  farms.  Althougl 
the  proposed  laws  include  some  restric 
tions  on  land  ownership,  the  program  is 
designed  to  vastly  restructure  the  econo 
my  of  Russia,  which  has  most  of  th( 
country's  factories  and  natural  re 
sources.  The  plan  would  dismantle  mosi 
state  control  over  loans  to  business  anc 
setting  prices.  Yeltsin  aides  say  som( 
100  joint-stock  companies  may  be  formec 
by  July. 

One  Russian  enterprise,  the  Ust 
Ilimsk  Wood  Industrial  Complex  in  Cen 
tral  Siberia,  has  already  begun  selling 
shares  to  its  32,000  workers  and  theii 
unions.  Managing  Director  Victor  N.  Se 
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lonov  says  it  was  picked  as  the  pioneer 
ecause  it  owns  its  raw  materials — more 
lan  8  million  acres  of  timberland.  In  the 
recess,  Ust-Ilimsk  has  cut  ties  to  its 
loscow  ministry  bosses. 

The  Siberian  deal  underscores  the  re- 
taining basic  differences  between  Yelt- 
'n  and  Gorbachev.  Gorbachev  insists  on 
eeping  large  enterprises  firmly  in  the 
ands  of  the  state.  Andre  Orlov,  the  dep- 
ty  chairman  of  Gorbachev's  State  Com- 
lission  for  Economic  Reform,  says  Mos- 
3w  is  putting  together  a  list  of  up  to 
)0  midsize  and  large  enterprises  that  it 

ants  to  see  become  joint-stock  opera- 
ons.  But  Moscow  is  likely  to  retain  sub- 
tantial  shareholdings  and  management 
jntrol. 

ITTER  FIGHTS.  Moscow  is  already  trying 
)  thwart  Yeltsin's  sell-off  scheme.  Rus- 
ian  officials  complain  that  Gosbank,  the 
antral  government  bank,  is  trying  to 
top  companies  from  switching  to  Rus- 
ia's  banks  by  blocking  their  accounts 
nd  holding  up  payroll  funds.  To  bypass 
losbank,  Russia  and  the  Baltic  states 
re  setting  up  their  own  banks. 
Any  hopes  for  help  from  Western  in- 
estors  are  fading  fast,  too.  Just  six 
lonths  ago,  the  World  Bank  and  the 
aternational  Monetary  Fund  were  con- 
idering  providing  generous  aid  to  push 
uch  privatization  and  other  plans  for- 
ward. That  attitude  changed  abruptly  af- 
iv  Gorbachev  abandoned  his  radical  pro- 
ram  for  a  market  economy.  "I  don't 
link  the  time  is  right  for  massive  assis- 
ince  to  the  Soviet  Union,"  the  British 
'hancellor  of  the  Exchequer,  Norman 
,amont,  said  at  an  Apr.  29  IMF  meeting 
1  Washington. 

Of  course,  privatization  alone  won't 
olve  the  Soviet  Union's  host  of  crushing 
conomic  problems.  Political  paralysis 
as  prevented  any  real  moves  toward 
reeing  prices  or  making  the  ruble  con- 
ertible,  a  must  for  any  true  reform 
ackage.  And  as  Gorbachev  and  Yeltsin 
aced  off,  Soviet  gross  national  product 
sll  a  whopping  8%  during  the  first  quar- 
3r  of  this  year. 

Even  as  Yelstin  settles  strikes  in  Rus- 
ian  coal  fields,  other  Soviet  labor  prob- 
?ms  are  looming.  A  new,  independent 
nion  of  air-traffic  controllers  an- 
ounced  that  it  would  launch  a  strike  on 
lay  21  if  the  government  does  not  meet 
:s  demands  for  higher  pay,  longer  vaca- 
ions,  and  better  equipment. 

Yeltsin  may  be  able  to  mop  up  these 
kirmishes  in  short  order,  too.  But  by 
ssuming  increasing  responsibility  for 
he  creaky  Russian  economy  with  its 
housands  of  aging  enterprises,  Yeltsin 
isks  promising  much  and  delivering  lit- 
le.  If  that  happens,  workers  could  be 
emanding  his  resignation  next. 

By  Rose  Brady  and  Rosemarie  Boyle  in 
loscow,  with  Igor  Reichlin  in  Bonn,  and 
'eter  Galuszka  in  New  York 


EUROPE  I 


PROTECTIONISM 
IS  KING  OF  THE  ROAD 


An  EC  plan  imposes  strict  limits  on  Japanese  cars 


on't  expect  to  spot  many  Japa- 
I  nese  cars  on  the  streets  of  Rome 
or  Paris.  Both  Italy  and  France 
maintain  quotas  on  Japan's  auto  im- 
ports, a  big  reason  why  Japanese  auto 
makers  have  captured  only  10%  of  Eu- 
rope's market.  These  quotas  are  sup- 
posed to  be  abolished  after  1992,  with 
the  opening  of  a  single  European  mar- 
ket. But  determined  to  keep  the  Japa- 
nese at  bay,  the  French  and  Italians 
have  been  pressing  for  new  restrictions 
after  1992. 

Now,  after  a  long  and  bitter  battle 
with  free-trade  advocates  in  the  Europe- 


slows,  the  Japanese  would  be  expected 
to  moderate  their  growth.  More  signifi- 
cantly, almost  the  entire  sales  increase 
would  come  from  Japanese  "transplant" 
cars,  made  at  newly  built  European  fac- 
tories, mostly  in  Britain.  "They're  talk- 
ing about  an  absolute  freeze  on  import- 
ed car  sales,"  says  John  K.  Lawson, 
auto  analyst  at  Nomura  Research  Insti- 
tute in  London.  "Protectionism  has  won 
the  day." 

One  sign  that  the  EC  has  taken  a  hard 
line:  The  French  government  is  pleased 
with  the  plan.  A  top  adviser  to  French 
Prime  Minister  Michel  Rocard  savs  most 


HONDAS  Will  STILl  BE 
SCARCE  ON  FRENCH  ROADS 


an  Community,  the  protectionists  are 
claiming  victory.  At  an  Apr.  30  meeting, 
the  European  Economic  Commission  ob- 
tained majority  agreement  for  a  course 
of  action  that  is  tough  on  the  Japanese. 
Although  the  Commission  would  not  re- 
veal details  of  the  plan,  sources  say  it 
calls  for  a  six-  or  seven-year  transition 
period  after  1992.  During  that  time,  Jap- 
anese sales  would  be  allowed  to  increase 
gradually,  from  1.2  million  vehicles  last 
year  to  about  2.5  million  in  1998  or  1999, 
when  they  would  account  for  about  16% 
of  the  enlarged  European  market. 
NO  BLITZING.  Although  that  looks  like  a 
healthy  increase,  the  proposal  would 
force  Japan  to  shift  into  a  lower  gear. 
Aside  from  the  overall  limits,  the  plan 
calls  for  Japanese  companies  to  avoid 
blitzing  countries  where  they  have  small 
market  shares,  such  as  Italy,  France, 
and  Spain.  And  if  the  European  market 


of  his  country's  concerns  have  been  met, 
and  he  believes  the  Europeans  are  act- 
ing decisively  to  head  off  the  Japanese 
auto  tide.  "The  U.  S.  waited  too  long  to 
act,"  .says  the  French  official.  "Europe 
has  learned  from  American  mistakes." 

As  expected,  the  initial  reaction  from 
Tokyo  was  frosty:  "If  the  EC  Commis- 
sion brings  a  proposal  like  that,  we'll 
have  fairly  difficult  negotiations,"  says 
Norihiro  Kono,  a  top  auto  official  at  Ja- 
pan's Ministry  of  International  Trade  & 
Industry.  The  Japanese  want  a  maxi- 
mum five-year  transition  period.  They 
also  object  to  the  inclusion  of  trans- 
plants in  any  quota. 

The  Japanese  are  spending  billions  to 
build  auto  plants  in  Europe.  Nissan  Mo- 
tor Co.,  which  already  has  the  capacity 
to  assemble  200,000  cars  at  its  British 
factory  near  Newcastle,  is  planning  to 
double  that.  Both  Toyota  and  Honda  are 
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also  putting  up  plants  in  Britain,  while 
Mitsubishi  may  build  cars  in  a  joint  ven- 
ture with  Volvo.  By  1999,  Japanese 
plants  could  be  producing  1.2  million 
cars  a  year  in  Europe. 

As  the  Japanese  see  it,  transplants 
should  be  viewed  as  European-produced 
cars,  and  given  unrestricted  access. 
"They'll  have  to  come  up  with  something 
better  if  they  want  to  discriminate 
against  us,"  says  Toshiaki  Yasuda,  a 
general  manager  at  Nissan  in  Tokyo. 

The  EC  will  have  to  address  these  con- 
cerns when  it  makes  its  formal  offer  to 
Japan.  That  could  come  as  early  as  mid- 


May,  when  EC  President  Jacques  Delors 
visits  Tokyo.  But  the  Commission  isn't 
likely  to  improve  its  offer  very  much. 
The  most  free-market  oriented  of  all  EC 
bodies,  the  Commission  can  argue  that  it 
dropped  two  key  points  pushed  by 
France  and  others:  more  access  for  EC 
exports  to  Japan,  and  a  minimum  local- 
content  rule  for  Japanese  transplants. 
"The  Japanese  have  to  realize  there's  a 
lot  of  protectionist  sentiment"  in  Eu- 
rope, says  Stephen  Reitman,  analyst  at 
UBS  Phillips  &  Drew  Ltd.  in  London.  "To 
be  realistic,  they  should  accept  this." 
After  1999,  the  EC  plan  calls  for  re- 


strictions on  Japanese  cars  to  be  lifted 
"By  the  end  of  the  transition  period,  Eu 
ropean  cars  will  equal  the  Japanese  i: 
price,  quality,  and  reliability,"  says  ; 
French  official.  They  had  better.  In  sue! 
markets  as  Denmark,  Greece,  and  Ire 
land,  which  have  no  quotas,  Japanese 
cars  already  have  more  than  35%  of  th€ 
market.  Unless  Europe's  auto  industry 
proves  adept  at  competing  with  the  Jap- 
anese, Europe's  transition  period  coulc 
last  well  into  the  next  millennium. 

By  Mark  Maremont  in  London,  with 
Karen  Loivry  Miller  in  Tokyo  and  Stewari 
Toy  in  Paris. 


SAUDI  ARABIA  I 


CASH  SQUEEZE? 
WHAT  CASH  SQUEEZE? 


Despite  war  debts,  the  Saudis  plan  a  building — and  borrowing — binge 


|he  thick  haze  from  Kuwait's  burn- 
mg  oil  wells  clouding  Riyadh's  sky 
is  a  constant  reminder  of  the  Gulf 
war's  costly  aftermath.  But  Saudi  Ara- 
bia's King  Fahd  remains  undeterred  by 
the  disruptions  brought  to  his  desert  na- 
tion. Despite  signs  that  the  conflict  left 
the  country  short  on  cash,  Fahd 
is  pushing  to  ensure  that  the 
Saudis  remain  undisputed  rulers 
of  the  world  of  Big  Oil. 

Proclaiming  that  Saudi  Ara- 
bia's tough  stance  against  Iraq 
won  it  "a  special  position,"  Fahd 
is  launching  an  aggressive  cam- 
paign to  assure  the  U.  S.  and  its 
coalition  allies  that  the  oil  they 
fought  to  safeguard  will  remain 
in  abundant  supply  (table).  He  is 
financing  the  spending  with  in- 
ternational loans  and  Western 
and  domestic  equity  investments. 
His  plan  may  well  drive  a  wedge 
through  OPEC's  shaky  ranks  by 
vastly  expanding  Saudi  Arabia's 
exports  of  crude  oil,  refined 
products,  and  petrochemicals, 
and  it  could  prove  a  bonanza  for 
U.  S.,  European,  and  Japanese 
contractors. 

'NOT  SO  BLEAK.'  Foremost  among 
the  King's  plans  is  a  $15  billion 
to  $20  billion  drilling  program  to 
swell  the  output  of  the  state  oil 
company  Saudi  Aramco  by  25')'!, 
to  10  million  barrels  a  day,  by 
1996.  Industry  &  Electricity  Min- 
ister Abdul  Aziz  A.  al-Zamil  is 
also  prodding  Mobil,  Exxon,  and 
Mitsubishi — partners  with  the 
state  in  several  big  plants  built 
in  the  1980s — to  construct  new 
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petrochemical  projects  and  refineries. 

Mitsubishi,  for  example,  soon  will  de- 
cide whether  to  add  a  $400  million  chemi- 
cal plant  to  its  venture  in  Sharq  with 
Saudi  Arabian  Basic  Industries  Corp., 
the  state-controlled  petrochemical  orga- 
nization. SABIC,  with  as  much  as  $4  bil- 
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BIG  SPENDING  IN  THE  OIL  PATCH 


Company 

Project                            Estimated  cost 

Billions  of  dollars 

SAUDI  ARAMCO 

Expand  capacity  25%,  $15.0 
to  1 0  million  barrels  a  day           to  20.0 

SAMAREC 

Upgracje  3  cJomestic  refineries  2.0 

SABIC 

Chemical  plant  1.0 

MOBIL/SAUDI  PARTNERS 

Gasoline-adcJitive  plant  0.6 

SABIC/MITSUBISHI 

Expend  chemical  plant  0.4 

DATA;  BW 

lion  in  cash  on  hand,  is  forging  ahead 
with  a  $1  billion  petrochemical  plant  in 
cooperation  with  Japan's  Nissho  Iwai 
Corp.  And  industry  sources  say  that  Mo- 
bil Corp.  may  soon  launch  a  $600  million 
project  to  produce  a  clean-air  gasoline 
additive  that  can  be  made  cheaply  from 
Saudi  Arabia's  vast  natural-gas  re- 
serves. 

Such  ambitious  plans  would  appear  to 
put  further  strains  on  the  kingdom, 
which  is  said  to  be  struggling  to  meet 
wartime  obligations  of  $45  billion  to  $60 
billion.  The  government  may  stretch  out 
payments  on  some  government  con- 
tracts and  is  considering  trimming  its 
lavish  welfare-state  subsidies.  But  over 
the  long  haul,  the  kingdom's  fi- 
nances may  not  be  so  bleak.  The 
world's  leading  oil  exporters,  the! 
Saudis  "have  a  short-term  cashj 
squeeze  but  no  long-term  prob-| 
lem,"  says  a  banker. 

To  help  close  the  gap,  the  Sau- 
dis are  borrowing  overseas.  They 
are  negotiating  a  $3.65  billion 
loan  from  Morgan  Guaranty 
Trust  Co.  and  other  international 
banks.  Bankers  say  Aramco 
wants  $400  million  for  a  fleet  of 
tankers.  Saudi  Consolidated  Elec- 
tric Co.,  the  state  power  compa- 
ny, has  approached  banks  for 
$300  million.  And  SABIC,  already 
W'c  privately  owned,  may  sell 
more  stock  to  Saudis. 

At  least  one  leading  Saudi  ex- 
ecutive, Mahsoun  Jallal,  chair- 
man of  the  National  Industrial- 
ization Co.  conglomerate,  ques- 
tions whether  foreign  investors 
will  respond  to  Fahd's  challenge. 
"Security  and  human  rights" 
problems  mean  the  Middle  East 
still  is  "not  an  attractive  area," 
he  says.  But  others  in  the  petro- 
leum industry  disagree.  For  close 
to  seven  decades,  Saudi  Arabia 
has  looked  just  fine  to  them.  It 
probably  will  continue  to  look 
fine  for  decades  more. 

By  Stanley  Reed  in  Riyadh 


INTERNATIONAL  BUSINES 


In  the  age  of  inf ortnation^ 

suiri^  still  depends 
on  hunters  and  gatherers. 


In  that  modern-day  tribe 
called  a  corporation,  its  still  the  sur- 
vival of  the  fittest. 

And  in  the  treacherous  nine- 
ties, the  fittest  will  certainly  be 
the  best  informed. 

So  making  it  safely— and  pros- 
perously—through the  next  quar- 
ter may  well  depend  on  having 
a  plentiful  supply  of  the  news  and 
information  business  feeds  on. 

The  richest  source  of  that 
precious  resource  is  Dow  Jones, 
publisher  of  the  business  worlds 
newspaper  of  record,  The  Wall 
Street  Journal.  As  well  as  the  pre- 
mier provider  of  electronic  news 
and  information  to  the  business 
community,  including  its 
most  indispensable 


newswire,  the  Dow  Jones  News 
Service  (the  "Broadtape"). 

To  garner  this  valuable  intel- 
ligence, we  deploy  hundreds  of 
newsgatherers  all  over  the  world 
to  root  out,  analyze  and  instantly 
report  on  breaking  developments 
in  every  business  discipline  and 
industry  Then  we  serve  it  all  up  in 
a  variety  of  ways. 

Everything  from  our  five  spe- 
cialized newswires  to  The  Wall 
Street  Journal  Report  and  the  Dow 
Jones  Report  on  television  and 
radio.  From  Dowjones  News/Re- 
trieval on  your  personal  computer 
to  Facts  Delivered  on  your  fax 


machine.  From  DowPhone  and 
JournalPhone,  available  wherever 
touch-tone  phones  are  found,  to 
DowVision,  a  futuristic  corporate 
information  system  conveniently 
available  in  the  present. 

All  of  this  is  dedicated  to  the 
notion  that  you  should  never  again 
have  to  forage  for  facts. 

Especially  in  times  like  these, 
which  rather  insistently  demand 
that  you  act  on  them. 

Dow  Jones 
Information  Serxtes 

The  lifeblood  of  businessr 


w>  %SK  i-iT* 


For  more  information,  call  us  at  1-800-522-3567,  Ext.  184.  In  New  Jersey,  1-609-520-8349,  Ext.  184. 


The  Wall  Street  Journal  is  a  registered  trademark,  Dowjones  News  Service,  Dowjones  Re  pur  i,  DowPhune  and  Dowjones  News/Reirievai  are  registered  service  marks,  jnd  The  Wail  Sireeijournal  Report. JournalPhone. 
DowVision  and  Facts  Delivered  are  seiT/ice  marks  of  Dowjones  &  Company.  Inc      19*^0  Dowjones  &  Company  Inc  All  Rights  Reserved 


THE  BEST-KNOWN,  UNKNOWN  COMPANY  IN  AMERICA 


Westinghouse.  Our  new  air  traffic  control 
radar  is  the  most  advanced  in  the  world. 


In  the  very  near  future, 
when  you  tly,  youll  be  under  the 
watchful  eye  of  Westinghouse's 
newest  Airport  Surveillance 
Radar,  the  ASR-9.  It's  being 
installed  at  every  major  airport  in 
the  United  States.  ASR-9  will  give 
air  traffic  controllers  something 
they've  never  had  before:  the 
ability  to  track  both  weather  and 


aircraft,  together,  on  the  same 
screen  at  the  same  time. 

We're  also  developing  an 
advanced  air  route  surveillance 
radar  for  the  FAA  which  will  give 
controllers  a  much  better  view  of 
air  traffic  along  major  routes.  And 
help  them  keep  up  with  rapidly 
increasing  air  traffic  demands — 
air  traffic  is  projected  to  increase 
30%  by  the  year  2000. 


Ever  since  we  installed  ^ 
our  first  radar  in  1941,  we've 
developed  and  built  many  of  the 
world's  most  sophisticated 
electronic  systems.  From  AWACS 
to  our  extremely  reliable  radar  in 
the  F-16,  when  it  comes  to  elec- 
tronics technology,  the  best-known 
unknown  company  in  America  is 
a  company  worth  watching. 


Ydu  can  be  sure. . .  if  it's  Westinghouse 


International  Outloo 


EDITED  BY  JOHN  PEARSON 


FIRST,  MARGARET  THATCHER. 
MOW,  HELMUT  KOHL? 


I list  five  months  ago,  after  winning  reelection  on  Dec.  2, 
Helmut  Kohl  was  riding  high  among  his  countrymen  as 
the  "Chancellor  of  German  unity."  Kohl's  Germany,  in 
'resident  George  Bush's  glowing  assessment,  was  the  leader 
f  post-cold-war  Europe  and  thus  a  key  partner  of  the  U.  S. 
low,  after  eight  years  in  power.  Kohl  is  suddenly  fighting  for 
is  political  survival.  His  weakening  grip  threatens  to  cripple 
is  capacity  to  govern  Germany,  let  alone  provide  dynamic 
?adership  in  the  European  Community  and 
:.\T0.  "We  have  to  get  through  a  bad  patch," 
Lohl  concedes. 
What  triggered  Kohl's  skid  was  the  Apr.  21 
efeat  of  his  Christian  Democratic  Union  in 
thineland-Palatinate — the  party's  fifth  straight 
3ss  in  state  elections.  The  election  also  gave 
he  victorious  Social  Democratic  Party  control 
'f  Bonn's  upper  house  of  parliament,  with  veto 
lower  over  tax  and  constitutional  legislation. 
Jow,  Christian  Democrats'  alarm  over  the  par- 
y's  grass-roots  erosion  is  fueling  "dump  Kohl" 
entiment,  while  the  Christian  Social  Union,  the 
)arty's  powerful  Bavarian  affiliate,  is  threaten- 
ag  to  quit  the  Bonn  coalition. 
>owER  PLAY.  These  reversals  are  ruining  what 
hould  have  been  Kohl's  hour  of  glory  as  Eu- 
ope's  strongest  leader  at  a  time  when  govern- 
nents  in  France,  Britain,  and  Italy  are  in  disar- 
ay.  But  instead  of  anchoring  European  efforts 
0  reassert  world  influence,  Kohl  now  may  be 
mable  to  fulfill  commitments  such  as  amend- 
ng  Germany's  constitution  to  enable  its  army  to  join  with 
lilies  in  operations  outside  Europe.  And  instead  of  taking  the 
ead  in  shaping  a  new  Europe,  by  throwing  Germany's  weight 
)ehind  EC  drives  for  monetary  and  political  union,  Kohl  is 
truggling  to  keep  control  of  his  own  party. 

His  fate  will  be  resolved  in  top-level  party  meetings  in 
oming  weeks,  starting  with  a  May  7  session  between  Chris- 
ian  Democratic  and  Christian  Social  leaders,  followed  bv  a 


"BAD  PATCH":  SUDDENLY, 
KOHL'S  GRIP  IS  TENUOUS 


June  7-8  conclave  of  Christian  Democratic  brass.  The  party's 
Bundestag  members  chose  Kohl  as  their  leader,  and  they  can 
dump  him — ^just  as  Britain's  Conservatives  replaced  Margaret 
Thatcher  as  party  leader  and  Prime  Minister  last  fall.  Or  Kohl 
could  be  toppled  by  his  coalition  partners,  the  liberal  Free 
Democratic  Party,  which  forced  former  Socialist  Chancellor 
Helmut  Schmidt  from  office  in  October,  1982,  by  quitting  his 
coalition  and  switching  allegiance  to  Kohl. 

Indeed,  much  of  the  current  strain  in  Kohl's 
Cabinet  stems  from  coalition  conflicts.  Kohl  re- 
cently nixed  an  attempt  by  Economics  Minister 
Jiirgen  Mollemann,  a  Free  Democrat,  to  wrest 
control  of  the  privatization  agency  for  east  Ger- 
many from  Finance  Minister  Theo  Waigel,  a 
Christian  Social  Bavarian.  But  Kohl  has  been 
unable  to  defuse  complaints  from  the  strongly 
pro-NATO  Bavarians.  They  gripe  that  Free  Dem- 
ocrats led  by  Foreign  Minister  Hans-Dietrich 
Genscher,  an  advocate  of  "pan-European"  poli- 
cies, have  too  much  sway  over  foreign  policy. 

Underlying  the  political  malaise,  however,  is 
unification's  staggering  cost,  which  is  likely  to 
run  around  $60  billion  annually  for  years.  Al- 
though Kohl  promised  not  to  hike  taxes  to  pay 
for  unification,  he  is  putting  a  7.5%  surcharge 
on  income  and  corporate  taxes.  The  result,  says 
Heiner  Geissler,  a  former  Christian  Democratic 
party  secretary  and  potential  contender  for 
Kohl's  job,  is  a  "deep  credibility  crisis." 
Kohl  survived  previous  revolts  by  the  party's 
upper  echelons  by  leading  the  party  to  victory  in  state  and 
local  elections,  thus  helping  hundreds  of  Christian  Democrats 
win  elective  office.  Now,  after  the  string  of  state  election 
defeats,  they  want  a  political  rainmaker.  If  Kohl  fails  to  con- 
vince them  in  the  next  few  weeks  that  he  still  has  the  touch, 
the  Chancellor  could  end  up  sitting  beside  Maggie  Thatcher — 
on  the  outside  looking  in. 

By  John  Tcmpleman  in  Bonn 


GLOBAL  WRAPUPI 


CHINA 


With  steam  gathering  in  Congress 
to  revoke  China's  most-favored- 
nation  trade  status.  President  Bush 
fears  U.  S.-China  relations  are  headed 
for  the  rocks.  Still.  Bush  is  reluctant  to 
go  out  on  a  political  limb  for  China 
because  of  growing  complaints  that  his 
light-touch  approach  to  the  Communist 
regime  has  backfired.  Instead,  he's 
sending  U.  S.  Under  Secretary  of  State 
Robert  M.  Kimmitt  to  Beijing  to  do 
some  mind-bending.  Kimmitt  will  read 
the  riot  act  on  issues  that  are  straining 
relations  between  the  two  countries 
when  he  meets  with  leaders  in  Beijing 
on  May  5-6. 


Kimmitt  will  warn  them  that  they 
stand  to  lose  U.  S.  trade  privileges  and 
jeopardize  exports  to  the  U.  S.  (worth 
$15  billion  last  year)  unless  they  im- 
prove their  record  on  human-rights 
abuses  and  exports  of  sensitive  tech- 
nology as  well  as  unfair  trade  tactics. 

Especially  worrisome  are  reports 
that  China  has  been  exporting  nuclear 
technology  to  Algeria  and  plans  ballis- 
tic-missile sales  to  Pakistan  and  Syria. 
On  Apr.  30,  the  Administration  raised  a 
warning  flag  by  barring  the  sale  of 
U.  S.  parts  for  a  Chinese  domestic-com- 
munications satellite.  Kimmitt  will  fol- 
low up  by  urging  China's  leaders  to 
allow  international  authorities  to  in- 
spect the  nuclear  transfers. 


KUWAIT 


After  early  delays,  the  pace  of  fire 
fighting  in  the  oil  fields  is  picking 
up.  About  80  of  Kuwait's  sabotaged 
wells  have  been  brought  under  control, 
and  crews  are  now  capping  about  three 
a  day.  At  that  rate,  all  of  the  500-plus 
wells  that  are  burning  or  spewing 
huge  jets  of  oil  may  be  choked  off  by 
yearend.  By  that  time,  Kuwait  could  be 
exporting  250,000  barrels  of  crude  and 
petroleum  products  daily,  according  to 
OPEC  Listener,  a  U.  S. -based  oil-analysis 
service.  But  it  will  take  until  1993  to 
reach  the  prewar  export  level  of  1.5 
million  barrels  a  day  and  restore  Ku- 
wait's role  as  a  top  global  supplier. 


'ERNATIGNAL  OUTLOOK 
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COMPAQ 
SLT/286 

COMPAQ 
LTE  386S/20 


absolutelv 


Once  again,  Connpaq  is  giving  you  even  nnore  in 
a  notebook  or  laptop  PC.  And  once  again,  we're 
putting  our  partnerstiips  with  industry 
leaders,  like  Microsoft,  to  work  for  you. 

From  March  11  through  June  30, 
1991,  Compaq  will  give  you  a  free 
Microsoft  BallPoint  mouse  (a  $175 
value)  when  you  buy  a  COMPAQ  SLT  386S/20, 
COMPAQ  SLT/286,  COMPAQ  LTE  386S/20,  COMPAQ 
LTE/286  or  COMPAQ  LTE  Personal  Computer. 


The  Microsoft  BallPoint  is  an  exciting  new 
pointing  device  that  clips  onto  either  side  of  your 
keyboard  and  goes  anywhere  your  PC 
goes.  Then  with  a  flick  of  the  thumb, 
it  lets  you  roll  through  Windows,  waltz 
through  Word  or  shoot  the  Works. 
Better  yet,  it  offers  a  new  way  to  tap 
the  features  and  performance  packed  into  COMPAQ 
notebook  and  laptop  personal  computers. 

In  fact,  no  one  builds  more  into  PCs  so  small. 
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Longer  battery  life,  so  you  can  work  without  inter- 
ruption. More  fixed  disl^  drive  storage,  so  you  can 
take  on  bigger  tasks.  Better  performance,  so  you 
can  work  faster. 

In  other  words,  more  of  what  you  want  and 
less  of  what  you  don't.  Namely,  unwanted  pounds 
and  inches. 

No  one  gives  you  more  peace  of  mind,  either. 
COMPAQ  PCs  endure  the  industry's  most  exhaustive 
tests  for  reliability  and  compatibility.  And  they're 


backed  by  a  worldwide  warranty  that's  both  the  most 
comprehensive  and  the  easiest  to  use  in  the  industry. 

To  see  a  COMPAQ  notebook  or  laptop  in  action 
with  the  Ballpoint  mouse,  contact  your  Authorized 
COMPAQ  Computer  Dealer.  For  the  location  nearest 
you,  call  1-800-231-0900,  Operator  136.  In  Canada, 
1-800-263-5868,  Operator  136. 

 camPAa 

It  simply  works  better. 
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HORSE  RACING  I 


THE  DOLLAR  DERBY, 
IT'S  LUKAS  BY  A  MILE 


Wayne  Lukas'  $60  million  racing  machine  outdistances  all  rivals 


Tradition  dies  hard  in  Thoroughbred 
racing.  Old-fashioned  trainers  still 
ship  their  prize  horses  by  van  and 
bed  down  with  them  in  the  stable  the 
night  before  a  big  race.  But  don't  expect 
to  find  the  man  they  call  "Off-the-Plane 
Wayne"  sharing  the  straw  with  any  of 
his  ponies. 

Shuttling  from  one  high-stakes  race  to 
another  in  his  green-and-white  corporate 
jet,  55-year-old  D.  Wayne  Lukas  has  ush- 
ered in  a  new  era  in  racing. 
Telegenic  and  tanned,  Califor- 
nia-based Lukas  has  become 
the  most  successful  trainer 
ever  to  saddle  a  Thoroughbred. 
JET-SETTER.  In  his  17-year 
Thoroughbred  career,  Lukas 
has  won  nearly  2,400  races — an 
impressive  IS'-'  of  the  times  he 
has  sent  horses  to  the  starting 
gate — and  last  year  became  the 
first  person  to  pass  the  $100 
million  mark  in  purses  won.  His 
probable  starter  in  the  May  4 
Kentucky  Derby,  Corporate  Re- 
port, is  a  long  shot  at  best.  But 
his  four-year-old  Farma  Way  is 
a  candidate  for  Horse  of  the 
Year  honors,  and  the  $2.8  mil- 
lion in  purses  that  Lukas  hors- 
es have  won  this  year  is  nearly 
three  times  better  than  any  oth- 
er U.  S.  trainer's  total. 

"He's  the  ultimate  jet-set 
trainer,"  says  Tom  Durkin,  Aq- 
ueduct Race  Track  announcer 
and  racing  analyst  for  ESPN, 
the  cable-TV  sports  channel. 
The  140  horses  that  Lukas 
trains  are  stabled  at  outposts 
all  over  the  country,  tended  by 
a  herd  of  assistants  dubbed 
Team  Lukas.  When  big  money  is  on  the 
line,  Lukas  flies  in.  "We're  in  it  for  the 
big  races,"  says  the  former  high-school 
basketball  coach.  "In  football,  there's 
the  Super  Bowl;  in  basketball,  the  NCAA 
championship.  You  go  to  the  top,  or  you 
shouldn't  be  playing." 

Racing  traditionalists,  though,  grum- 
ble at  Lukas'  style  of  play.  Forsaking 
slow,  patient  breeding,  Lukas  teams  up 
with  high  rollers  and  goes  for  the  cjuick 
score.  Says  Cot  Campbell,  president  of 


Dogwood  Stable,  an  Aiken  (S.  C.)  Thor- 
oughbred syndicator:  "I've  been  in  a  lot 
of  shootouts  with  him,  but  he  always 
comes  with  bigger  bullets."  Last  July, 
the  trainer's  $2.1  million  bid  for  Navajo 
Pass  was  the  highest  for  a  filly  at  the 
Keeneland  auction  in  Kentucky.  He  also 
walked  away  with  two  of  the  seven  most 
expensive  colts  auctioned  in  1989. 

"He  hops  off  that  plane  and  looks  so 
darn  successful,  you  just  want  to  be  a 


WAYNE'S  WINNERS 

Champion  horses  trained  by  Lukas 


Name 

Wins 

Purses 

STEINLEN 

20 

$3,300,000 

LAOrS  SECRET 

25 

$3,021,425 

CRIMINAL  TYPE 

10 

$2,351,817 

WINNING  COLORS 

8 

$1,526,837 

TANK'S  PROSPEa 

5 

$1,355,645 

DATA:  THOROUGHBRH)  RAaNG  COMMUNICATIONS  INC. 


partner  with  a  guy  like  that,"  says  Okla- 
homa City  furniture  store  king  L.  Don 
Mathis,  one  of  several  dozen  Lukas  cli- 
ents. "But  the  man  also  wins  races." 
Pine  Tree  Lane,  a  yearling  Lukas 
bought  for  Mathis  in  1983  for  $175,000, 
sold  five  years  later  for  $1.25  million. 

Not  all  Lukas  customers  are  so  satis- 
fied, however.  In  1987,  the  trainer  and 
some  partners  formed  Mid-America  Rac- 
ing Stables,  raising  $3.4  million  in  a  pub- 
lic offering.  Not  long  afterward,  share- 
holders sued,  alleging  the  company 
overstated  its  horses'  value.  Lukas,  who 
has  left  the  company,  says  only  that  the 
suits  have  been  settled  privately. 

The  controversy  hasn't  cramped  Lu- 
kas' style  though.  With  his  bulging  sta- 
bles, he  can  send  twice  as  many  mounts 
to  the  gate  as  any  other  trainer.  And  he 
invests  in  almost  every  horse  he  trains, 
which  helps  explain  the  nearly  $60  mil- 
lion he  expects  to  rake  in  this  year  from 
purses,  training  fees,  and  horse 
sales. 

Lukas  works  hard  for  the 
money.  He  starts  his  day  at  3 
a.m.  and  rarely  takes  a  vaca- 
tion. He  was  married  for  the 
third  time  in  1984  during  Derby 
Week.  As  soon  as  he  and  his 
wife,  Shari,  exchanged  vows, 
they  trotted  right  over  to  the 
stables  to  tend  to  two  horses 
that  Lukas  had  entered  in  the 
big  race.  And  the  honeymoon? 
"The  racetrack  is  my  honey- 
moon," says  Lukas. 
BIG  PRIZES.  Even  his  critics  ad- 
mire his  touch  with  the  ponies. 
In  the  year  since  he  began 
training  Farma  Way,  the  colt 
has  gone  from  also-ran  to  win-i 
ner  of  four  of  five  races.  Total  | 
purses:  $903,350.  The  1988  Der- : 
by  winner,  the  filly  Winning 
Colors,  was  a  Lukas  horse,  as; 
was  1985  Preakness  winner 
Tank's  Prospect  (table).  A 
three-time  recipient  of  the 
Eclipse  Award  as  best  trainer, 
Lukas  has  led  all  trainers  in 
races  and  purses  won  for  eight 
years  running. 
This  year,  Lukas  is  chasing 
some  especially  fat  purses.  Chrysler 
Corp.  is  offering  a  $5  million  bonus  for 
the  horse  that  accumulates  the  best  fin- 
ishes in  the  Triple  Crown  races.  And 
Matchmaker  Racing  Services,  an  auction 
and  breeding  outfit,  has  put  up  $1.5  mil- 
lion for  the  top  horses  in  the  10-race 
American  Championship  Racing  Series 
for  older  mounts.  With  all  that  money 
floating  around,  Off-the-Plane  Wayne  is 
going  to  be  one  very  frequent  flyer. 

By  Ronald  Grover  in  Los  Angeles 
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SPORTS  BUSINES; 


If  only  for  a  moment,  she  defies  gravity 
Her  grace  and  form  are  flawless,  a  tribute  to 
perseverance  and  tenacity. 

She  is  one  of  many  amateur  athletes  who  dedicate 
themselves  not  just  to  winning,  for  that  is  a  short-term  goal. 

But  to  the  challenge 
of  competition  which 
propels  them  to  be 
the  best  they  can  be. 
Today  tomorrow, 
for  a  lifetime. 

Phillips  Petroleum 
has  been  national 
sponsor  of  United 
States  Diving  since 
1979.  And  will 
continue  to  support 
this  organization  for 
many  years  to  come. 
Because  if  our  youths  can  take  determination  and 
achievement  to  this  altitude,  our  hopes  for  the  future 
are  high  indeed. 

PHILLIPS  PETROLEUM COMPANYS 


For  more  mjonyuUm  an  how  you  am  Mp  llicsc  athletes,  please  wnle  to:  Executive  Director,  United  Stales  Divmg,  201  South  Capitol  Avenue, 
Suite  430.  Uiihanapolis,  Indiana  46225. 


Lumina  Sedan    PVimili/CircIc  "Domestic  PamUy  car  of  the  Year." 

■  EPA  estimated  MPG  city  19/highway  30  with  4-speed  optional  automatic  transmission. 

s  Standard  Scotchgard"'  Fabric  Protector  on  all  seats  and  doors.  '  Optional  3. 1  Liter 
V6  with  Multi-Port  Fuel  Injection.    3-year/50,000-mile  Bumper  to  Bumper 
Plus  warranty*  j^p^^PLEARE 

WINNING  WITH y  ^  ^  - 

.  /THE  ^^//j^y^y 


$  ^^0^''^  TODfi^CHESmDi^ 

Chevy  Lumina  Sed£in.  It  has  everything  you  need . . .  and  then  some. 
Like  the  best  highway  mileage  of  any  V6-powered  vehicle  in  its  classT  If  you  need 
passenger  room,  no  other  mid-size  six-passenger  sedan  has  moreT  And  to  fight  rust, 
Lumina's  corrosion  protection  can't  be  beat.  Lumina  also  expects  the  unexpected  and 
quickly  gives  you  what  you  want.  It  also  inherited  the  exceptionally  tuned 
ride  of  Corvette-inspired  independent  rear  suspension.  And  no  matter  where  you 
turn,  the  power  of  Lumina's  available  3. 1  Liter  V6  and  the  confidence 
of  four-wheel  disc  brakes  help  keep  you  in  control  and  out  of  trouble.  Chevy 

Lumina  Sedan.  A  great  many  reasons  more  people  . 

are  winning  with  The  Heartbeat  of  America.  '  ; 


CORMNG'S 
CLASS  AQ 

HOW  JAMIE  HOUGHTON  REINVENTED  THE  COMPANY 


To  understand  Corning  Inc.,  stop  by 
Donna's  coffee  shop  in  the  small 
upstate  New  York  community  that 
shares  the  company's  name.  There, 
you'll  hear  folks  at  the  counter  refer  to 
the  $'S  billion  corporation  as  the  Glass 
Works.  Its  chairman  and  chief  executive, 
James  R.  Houghton,  is  known  as  Jamie. 
His  older  brother  Amory,  who  ran  the 
company  before  him,  is  simply  Amo. 

People  are  fond  of  the  Houghtons, 
who  are  known  to  drop  into  Donna's  for 
a  cup  or  two.  But  they  also  know  that 
the  company  built  by  the  Houghtons' 
ancestors  employs  some  6,000  of  the 
60,000  residents  of  Corning  and  the  sur- 
rounding Chemung  River  valley.  "I'll  tell 
you  this,"  says  shop  owner  Donna  Rob- 
bins  as  her  customers  nod,  "without  Cor- 
ning here,  there  wouldn't  be  a  city." 

A  family  company  in  a  company  town. 
The  phrase  doesn't  exactly  conjure  im- 
ages of  forward-thinking  management, 
progressive  labor  relations,  global  com- 
petitiveness, or  technological  prowess, 
does  it?  For  much  of  recent  U.  S.  busi- 
ness history,  such  companies  have  often 
been  bastions  of  complacency,  insularity, 
even  arrogance.  And  legions  of  such  old- 
line  American  industrial  companies  have 
proven  easy  prey  to  foreign  competitors 
or  the  buy-'em-and-bust-'em-up  brigade 
of  the  1980s.  Think  of  Singer,  or  Fire- 
stone, or  J.  P.  Stevens. 

But  when  it  comes  to  Corning,  think 
again.  Its  visionary  CEO  has  managed  to 
turn  the  long  relationship  among  family, 
company,  and  community  to  unique  ad- 
vantage. For  Jamie  Houghton,  family 


control — the  Houghtons  own  15%  of  Cor- 
ning's  stock,  worth  some  $900  million — 
has  proven  a  luxury  that  gives  him  the 
freedom  to  take  risks  and  manage  for 
the  long  term.  And  while  quality,  em- 
ployee partnerships,  work-force  diversi- 
ty, and  technology-sharing  are  merely 
buzzwords  of  the  moment  at  many  U.  S. 
corporations,  the  close  ties  between  com- 
pany and  town  have  given  Houghton  a 
laboratory  for  experimenting  with  these 
sometimes  messy  issues. 
WAKE-UP  CALL.  Not  all  the  formulas  he 
has  concocted  have  worked.  Nor  can 
they  all  be  applied  to  other  corporations. 
But  Corning  offers  a  model  of  how  ag- 
ing U.  S.  manufacturers  can  reinvent 
themselves.  What  Corning  has  become, 
Houghton  argues,  is  a  global  network, 
an  interrelated  group  of  businesses — 
some  consolidated,  some  partly  owned — 
that  share  technology  and  people.  With 
that  organization,  Houghton  has  proven 
"that  you  can  take  traditional  industries 
and,  through  technology,  revitalize 
them,"  says  Ira  C.  Magaziner,  president 
of  SJS  Inc.,  a  management  consulting 
firm  that  works  with  Corning  and  other 
large  corporations. 

Corning  certainly  needed  plenty  of  re- 
vitalization  when  Houghton  took  the 
reins  from  his  older  brother  in  1983.  At 
the  time,  nearly  70%  of  the  company's 
revenues  came  from  slow-growth  busi- 
nesses in  which  Corning  held  low  to  mid- 
dling market  shares.  Profits  from  the 
company's  heavily  cyclical  businesses 
had  declined  for  three  years  in  a  row. 

Although  Houghton  was  the  family 


standard-bearer,  he  was  no  sentimental- 
ist. He  wasted  little  time  in  divesting 
marginal  businesses.  From  1983  to  1989, 
he  sold  off  units  worth  $500  million  in 
revenues,  including  one  of  Coming's  old- 
est— the  light-bulb  business.  Also  out 
were  units  in  laboratory  glassware,  elec- 
tronics, and  biotechnology.  At  the  same 
time,  he  spent  $500  million  to  acquire 
new  businesses,  mostly  in  laboratory 
services,  and  established  a  half-dozen 
foreign  joint  ventures  to  build  a  business 
in  fiber  optics.  Corning  also  smoothed 


THECORNI 
RECIPE 

In  the  past  eight  yearit^ Cor- 
ning has  redefined  maii^of 
the  ways  it  does  business. 
Here's  a  primer  on  Coming's 
progressive  strategies:  'jki 


FOCUS  ON  QUALITY 


)uring  a  three-year  period,  every 
employee  was  sent  through  a  two- 
day  quality  training  course.  Thou- 
sands of  employee  teams  have 
been  established  to  address  and 
fix  quality  problems.  The  goal: 
complete  customer  satisfaction. 


FORM  AiLIANCES 


Corning  established  its  first  joint 
venture  in  1924.  It's  now  a  partici- 
pant in  19  such  partnerships  and 
many  more  technology  and  mar- 
keting alliances.  The  links  free 
capital,  create  marketing  clout, 
and  merge  skills. 


SHARE  TECHNOLOGY 


A  central  research  department 
serves  all  business  groups,  so  tec 
nologies  are  communicated  and 
recycled  through  the  orgonizatio 
Joint  ventures  share  developmer 
with  each  other,  leveraging  ex- 
penditures. 
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foduction  processes  and  cut  costs,  lift- 
ig  gross  margins  by  three  percentage 
oints.  And  suddenly,  stodgy  old  Cor- 
ing was  a  growth  company,  with  lead- 
ig  shares  in  hot  markets. 
Today,  the  company  boasts  a  return 
a  equity  of  16.3%,  up'from  7.3%  in  1983. 
;  has  leading  market  shares  in  optical 
bers  and  in  ceramics  for  pollution  con- 
•ol,  units  whose  operating  profits  and 
jvenues  are  expected  to  increase  by 
0%  annually.  And  the  laboratory-ser- 
ices  unit,  created  from  scratch  through 


acquisitions,   is  growing  even  faster. 

In  1990,  earnings  for  the  whole  compa- 
ny rose  11.8%,  to  $292  million,  on  an  11% 
gain  in  sales,  to  $3.05  billion.  Analysts 
expect  profits  to  jump  at  least  15%  this 
year.  Nor  has  Houghton's  focus  on  the 
long  term  hurt  the  company  on  Wall 
Street:  Coming's  stock  has  risen  36%,  to 
around  $60,  since  the  beginning  of  the 
year.  "They  are  progressive,  and  it 
makes  a  big  difference  when  you  look  at 
how  far  they've  come  in  a  relatively 
short  time,"  says  Remy  M.  Fisher,  an 


OPERATE  WITH  LABOR  PROMOTE  DIVERSITY         IMPROVE  THE  COMMUHITY 


artnership  with  the  glass  work- 
union  promotes  joint  decision- 
ing.  Wori<er  teams  determine 
schedules,  and  even  factory 
gn.  Soon,  all  U.S.  workers  will 
e  a  bonus  based  on  plant 
ormance. 


All  managers  and  salaried  workers 
attend  seminars  to  build  sensitivity 
and  support  for  women  and  black 
co-workers.  A  network  of  mentors 
helps  blacks  and  women  with  ca- 
reer planning.  Asians  and  Hispan- 
ics  will  be  targeted  next. 


Corning  acquires  and  rehabilitates 
commercial  properties,  then  finds 
tenants — some  minority-owned — 
at  market  rates.  It  works  to  attract 
new  business  to  the  region  and  it 
built  the  local  Hilton  hotel,  muse- 
um, and  city  library.  DATA:  BW 


analyst  at  Kemper  Financial  Services 
Inc.,  which  recently  bought  $34.3  million 
worth  of  Corning  stock. 

If  Corning  seems  an  unlikely  arche- 
type for  a  reinvented  corporation, 
Houghton  is  an  improbable  visionary. 
The  great-great-grandson  of  the  compa- 
ny founder,  he  looks  every  bit  the  privi- 
leged scion.  His  silvery  hair  is  slicked 
back  from  a  well-tanned  face.  He  wears 
his  suspenders  loud  and  outrageous  and 
lost  count  of  how  many  pairs  he  owns. 
Houghton  revels  in  his  1938  Rolls-Royce 
station  wagon,  in  building 
stone  walls,  and  in  fly-fishing 
for  trout  in  the  stocked  pond 
at  The  Field,  the  estate  he 
built  on  Spencer  Hill  in  1972. 

Houghton,  55,  says  he  was 
never  pressured  to  enter  the 
family  business.  "But  you 
don't  grow  up  in  this  town  and 
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in  a  family  so  involved  without  becoming 
proud  of  the  company,"  he  says.  A  histo- 
ry major  at  Harvard,  he  jumped  straight 
to  Harvard  business  school.  "I  never 
should  have  gone,"  he  recalls.  "I  didn't 
know  a  thing."  His  first-year  grades 
were  so  poor  that  the  school  asked  him 
to  leave  and  get  some  work  experience 
before  returning.  He  spent  two  years  at 
Goldman,  Sachs  &  Co.  and  considered  a 
career  there  after  finally  getting  his 
MBA  from  Harvard.  Instead,  he  landed  in 
a  Corning  light-bulb  factory  in  Ken- 
tucky, where  he  was  a  shift  supervisor. 

As  CEO,  Houghton  has  brought  focus 
and  urgency  to  a  company  that  sorely 
needed  both.  Along  the  way,  he  has  put 
into  practice  the  kinds  of  enlightened 
measures  that  other  executives  think 
about  and  then  dismiss  as  too  difficult  or 
expensive.  Houghton  is  relentless  in  his 


the  technology-sharing  well  beyond  Cor- 
ning's  corporate  boundaries  with  a 
worldwide  network  of  joint  ventures  and 
alliances. 

Such  efforts  are  often  mere  public- 
relations  pap  at  many  companies,  and 
cynics  at  Corning  needed  plenty  of  con- 
vincing. Take  the  commitment  to  quality. 
In  October,  1983,  at  a  meeting  of  top 
managers  in  a  dreary  Rochester  (N.  Y.) 
hotel,  Houghton  announced  his  plan  to 
spend  $5  million  on  a  total-quality  pro- 
gram. The  legions  were  not  impressed. 
"It  went  over  like  a  bomb,"  Houghton 
admits.  "They  thought  it  was  the  flavor 
of  the  month." 

It  wasn't.  Houghton  appointed  the 
company's  first  director  of  quality,  then 
sent  every  employee  through  a  two-day 
quality  .seminar.  He  established  goals: 
By  1991,  all  employees  would  spend  .7  -' 


MORE  THAN  CASSEROUS 


P 


CORNING'S  1990  TOTAL  SALES:  $3.05  BILLION 
OPERATING  PROFITS:  $328.1  MILUON 


COMMUNICATIONS  Leader  in  optical-fiber 
production;  makes  glass  for  television  picture  tubes, 
liquid-crystal  displays 


LABORATORY  SERVICES  MetPath  unit  provides  clinical 
testing  for  doctors,  hospitals;  otfier  units  perform  tests  for 
food  processing,  pharmaceutical,  environmental  markets 


CONSUMER  PRODUCTS  Maker  of  Corning  Ware,  Pyrex, 
Revere  Ware,  Visions  kitchen  products,  plus  Steuben 
crystal  and  Serengeti  sunglasses 

SPECIALTY  MATERIALS  Produces  ceramic  materials 
for  emission-control  devices,  automobile  and  industrial 
lamps,  scientific  labware 

DATA:  COMPANY  REPORTS 


PERCENT  OF  TOTAL 


SALES 


26.6% 


24.9 


24.7 
23.8 


OPERATING 
PROFIT 


30.5% 


26.5 


17.7 
25.3 


pursuit  of  quality,  which  he  defines  as 
complete  customer  satisfaction.  To  help 
make  quality  a  reality,  Houghton  has 
established  partnerships  that  give  Cor- 
ning's  unionized  employees  more  control 
over  how  factories  are  run. 

At  the  same  time,  he  is  promoting  di- 
versity by  enacting  policies  designed  to 
make  Corning — both  company  and 
town — more  hospitable  to  women  and 
blacks.  To  attract  high-quality  labor  to 
upstate  New  York,  Corning  is  investing 
in  its  community,  funding  such  ameni- 
ties as  a  hotel,  museum,  and  library.  To 
make  the  most  of  Coming's  long-stand- 
ing emphasis  on  research  and  develop- 
ment, he's  tearing  down  walls  between 
business  units  and  making  them  share 
technology.  For  instance,  a  ceramic  orig- 
inally developed  for  consumer  tableware 
became  the  basis  for  a  lightweight  com- 
puter-memory disk.  And  he's  extending 


of  their  time  in  job-related  training,  er- 
rors would  be  cut  by  907f,  and  all  new 
goods  and  services  would  meet  customer 
requirements  and  competitors'  quality. 
He  preached  the  goals — and  the 
means — time  after  time  in  open  meet- 
ings at  50  company  and  joint-venture 
sites  a  year.  (This  practice  itself  created 
a  small  quality  quandary:  Houghton 
must  remember  which  suspenders  were 
given  to  him  by  a  particular  plant's  em- 
ployees, so  he  can  wear  the  right  ones 
for  return  visits.) 

There's  plenty  of  evidence  that 
Houghton's  efforts  to  improve  quality 
are  paying  off.  For  instance,  MetPath, 
Coming's  clinical-lab  testing  unit,  deliv- 
ered 98.5%  of  its  reports  to  customers  in 
24  hours  or  less  last  year,  up  from  88"7^ 
in  1986.  Customer  returns  of  optical  fi- 
ber have  dropped  to  fewer  than  1,000 
parts  per  million  from  6,800  in  1986. 


Houghton  understood  that  manager] 
alone  could  not  improve  quality.  He  ha 
given  more  responsibility  and  a  share  o 
profits  to  Coming's  unionized  laborersi 
allowing  teams  of  hourly  workers  to  ra 
design  their  factories  and  decide  whi 
should  work  which  jobs.  In  1989,  for  e)^ 
•ample,  Corning  moved  production  o| 
molten-metal  filters  to  its  Specialty  Cel 
lular  Ceramics  (SCO  plant  in  Erwin 
N.  Y.,  from  an  older  plant.  It  let  unioi 
workers  structure  the  new  plant.  I 

A  design  team  opted  for  large,  ope^ 
spaces;  a  high,  sound-dampening  ceiling 
and  plenty  of  windows.  To  ensure  coofi 
eration,  they  built  their  production  lin( 
so  that  an  entire  team  worked  withii 
earshot  of  one  another,  rather  than  scat 
tered  along  100  yards.  A  total  of  47  jol 
classifications  were  folded  into  one:  Em 
ployees  rotate  through  jobs  weekly  an( 
earn  higher  pay  for  each  new  skill  thej 
learn.  The  payoff?  Defects  were  reducec 
to  3  parts  per  million  from  10,000  parti 
per  million,  and  no  customer  has  re 
turned  any  products  since  July,  1990. 
RADICAL  CHANGE.  .A.nd  when  slack  de 
mand  forced  budget-cutting  this  year,  i 
was  another  union  team  that  decided  t( 
eliminate  overtime,  impose  a  two-weel 
shutdown,  redeploy  workers,  and  cu 
travel.  Their  plan  saved  more  than  th( 
$450,000  target  without  cutting  jobs 
Houghton  plans  to  have  all  28  U.  S 
plants  working  this  way  by  1993. 

Coming's  efforts  to  educate  its  work 
ers  in  the  ways  of  quality  have  earnec 
admiration  and  imitation  from  othei 
large  corporations.  Polaroid  Corp.  ex 
pects  to  send  all  its  U.  S.  employees 
through  two-day  quality  training  ses 
sions  by  yearend.  "We  were  impressed' 
by  Corning,  says  Harvey  M.  Greenberg 
Polaroid's  director  of  corporate  training 
and  development.  "Everything  they  di( 
seemed  to  smack  of  true  total  quality.'' 

As  he  did  with  quality,  Houghton  als( 
turned  work-force  diversity  into  a  per 
sonal  crusade.  Like  many  other  employ 
ers,  Corning  realized  that  demographic 
changes  in  the  U.  S.  would  ultimatelj 
spell  big  staffing  problems  for  compa 
nies  that  knew  how  to  hire,  manage,  anc 
promote  only  white  males.  And  Corning 
had  thought  for  years  about  attracting 
female  and  black  managers,  but  noi 
much  was  happening.  In  fact,  womer 
and  minorities  were  leaving  in  droves 
costing  the  company  as  much  as  $5  mil 
lion  a  year  for  hiring  and  training,  ar 
expense  that  frustrated  Houghton. 

Late  in  1987,  Houghton  establishec 
two  companywide  teams,  led  by  top  ex 
ecutives,  to  address  the  diversity  issue 
They  examined  compensation  and  pro 
motion  practices.  They  then  recruitec 
consultants  to  run  training  courses,  re 
quired  for  all  3,100  salaried  employees 
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imed  at  recognizing  and  accepting  dif- 
srences.  Meanwhile,  networks  of  men- 
)rs  were  established  to  help  new  hires 
;arn  and  advance.  Some  managers  are 
ompensated  in  part  on  their  ability  to 
ire  and  retain  women  and  minorities. 

One  team  also  looked  outside  the  com- 
any  to  address  aspects  of  upstate  New 
'ork  life  that  might  make  minorities 
2el  uncomfortable  (page  76).  It  sought 
D  increase  minority  employment  in  the 
ity's  stores  and  persuaded  the  local  ca- 
le-TV  operator  to  offer  the  Black  Enter- 
iinment  Television  channel.  Next,  Cor- 
ing hopes  to  sponsor  a  diversity- 
raining  program  for  teachers  in  the 
egional  school  system. 

Here,  too.  Corning  is  starting  to  see 
mgible  results.  More  women  and  black 
xecutives  than  ever  have  reached  top 
lanagement  (chart).  And  attrition 
;  down  sharply — from  16.2%  in 
987  to  7.6%  last  year  for  women 
nd  from  15.3%  in  1987  to  11.3% 
1st  year  for  blacks.  "We  do  have 
lore  black  people  in  senior  man- 
gement,  and  I  see  that  as  a  cause 
or  celebration,"  says  Lezli  H. 
^hite,  a  black  senior  public-rela- 
ions  specialist.  So  far.  Coming's 
ttempts  to  attract  and  retain  mi- 
orities  have  focused  on  blacks, 
ut  it  plans  to  target  Asians  and 
lispanics  soon. 

Houghton  knows  he  can't  create 
thnic  diversity  overnight.  Nor 
oes  he  expect  immediate  results 
rom  many  of  Coming's  other  ef- 


\/ER  STORY 


forts.  Take  R&D.  Lornnig  put  17  years 
and  $100  million  into  fiber  optics  before 
getting  a  major  order.  Today,  the  $600 
million-a-year  business  is  the  leader  in  a 
market  growing  at  20%  annually.  And  27 
scientists  in  Coming's  labs  are  poring 
over  the  glass  used  in  liquid-crystal  dis- 
plays, the  sort  found  in  laptop  comput- 
ers. The  basic  technology  derives  from 
sunglass  lenses  and  auto-headlight  glass 
Coming  makes.  Now,  LCDs  are  a  big 
market,  and  Corning  is  the  major  suppli- 
er of  glass  to  Japanese  companies  such 
as  Sharp  Corp.  and  Hitachi  Ltd.  To  main- 
tain its  leadership,  it  plans  to  spend  $100 
million  on  R&D  by  the  time  it  breaks 
even  on  the  project,  around  1995. 

Corning  wants  a  quarter  of  each 
year's  revenue  to  come  from  new  prod- 
ucts. So  this  year,  it  will  spend  at  least 


$o  million  apiece  on  eight  projects,  and 
at  least  30  more  are  in  earlier  stages.  "I 
just  looked  at  something  new  yester- 
day," says  Norman  E.  Garrity,  an  execu- 
tive vice-president  for  specialty  materi- 
als. "It's  a  material  for  supersonic 
flight,  but  we're  not  going  to  see  any- 
thing for  12  years." 

Odds  are  good  Corning  won't  bring 
that  new  material  to  market  alone.  Joint 
ventures  and  other  alliances  with  exter- 
nal partners,  a  hallmark  of  the  company 
since  1924,  accounted  for  37%  of  net  in- 
come last  year.  The  lion's  share  of  that 
came  from  Dow  Coming  Corp.,  a  tre- 
mendous cash  generator  that  makes  sili- 
cones. Eighteen  other  partnerships  pro- 
duce typical  returns  on  assets  of  10%, 
vs.  7%  on  wholly  owned  units. 
These  alliances  allow  Corning  to  devel- 
op and  sell  new  products  faster, 
providing  size  and  power  without 
the  bulk.  Take  Cormetech,  a  new 
venture  with  Mitsubishi  Heavy  In- 
dustries Ltd.  Corning  found  it 
could  manufacture  a  ceramic- 
based  product  to  filter  pollutants 
from  industrial  chimneys.  But  it 
kept  running  into  patents  owned 
by  Mitsubishi.  For  its  part,  Mitsu- 
bishi knew  how  to  build  the 
smokestacks  that  held  the  filters 
but  lacked  the  process  to  make 
the  filter.  The  two  formed  Corme- 
tech to  take  advantage  of  a  new 
market  created  by  growing  envi- 
ronmental regulation. 
While  it  makes  some  mistakes. 
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FROM  RURAL  MANUFACTURER  TO  GLOBAL  COMPETITOR 


▼  LOCAL  INVESTORS  PLEDGED  $50,000  TO  LURE 
CORNING  FROM  BROOKLYN  TO  CORNING,  N.Y.,  IN  1868 


Corning  has  enjoyed  unusual  success  in 
its  joint  ventures.  The  company  "has  the 
critical  ability  to  treat  its  partners  as 
true  equals,  to  see  their  interests  and 
respond  to  them,"  says  Jordan  D.  Lewis, 
author  of  Partnerships  for  Profit,  a 
book  about  such  ventures. 
BITTER  STRIKES.  The  far-flung  business- 
es in  the  likes  of  computer  disks  and 
fiber  optics  are  a  long  way  from  Cor- 
ning's  humble  beginnings  in  Brooklyn, 
N.  Y.,  more  than  a  century  ago.  The 
company  moved  upstate  in  1868,  after 
local  investors  pledged  $50,000  in  financ- 
ing. It  built  its  foundation  in  tableware 
and  decorative  glass,  then  diversified 
into  railway  signal  lenses,  lantern 
globes,  and  thermometer  tubes — and  lat- 
er, into  light  bulbs  and  picture  tubes. 
Founder  Amory  Houghton  passed  con- 
trol of  the  company  to  his  son  Amory 
Jr.,  and  since  then,  five  more  Houghtons 
have  held  the  chief-executive  title. 


The  company  had  its  share  of  labor 
strife:  There  were  bitter  strikes  in  the 
early  1900s.  But  the  Houghtons  had  a 
human  touch.  Thomas  C.  MacAvoy,  Cor- 
ning's  president  until  1983,  recalls  that 
Jamie  Houghton's  father,  Amory,  held 
black-tie  galas  at  his  mansion  that  were 
attended  by  union  leaders  and  middle 
managers  alike.  The  elder  Houghton 
"could  get  along  with  de  Gaulle  and  also 
with  a  blower  in  the  factory,"  says  Mac- 
Avoy. "It  was  something  he  knew  in  his 
bones."  Jamie's  64-year-old  brother, 
Amory  Jr.,  has  parlayed  the  Houghton 
touch  into  a  political  career  as  a  Republi- 
can U.  S.  congressman  from  New  York. 

Although  not  as  gregarious  as  Amory 
Jr.,  who  ran  Corning  for  19  years,  Jamie 
Houghton  feels  close  to  his  employees, 
and  his  down-to-earth  demeanor  appeals 
to  many.  "He's  a  friend  of  ours  and  has 
done  a  good  job  with  what  we  consider 
our  company,"  says  Dick  Wheat,  a  local 


realtor.  "He's  also  very  easy  to  talk  to, 
very  warm  person." 

Despite  Houghton's  best  efforts 
though,  a  large  part  of  Corning  hasn' 
quite  got  the  hang  of  his  vision.  In  th( 
area  of  employee  partnerships,  somf 
critics  say  workers  have  given  up  mon 
than  they  have  gained.  As  the  dominan 
employer  in  a  depressed  and  isolated  re 
gion,  Corning  can  pretty  much  do  wha 
it  wants.  "People  feel  lucky  to  have  jobs 
at  all,"  says  one  union  worker  out  o: 
management's  earshot.  As  Houghtoi 
forces  the  company  away  from  its  ok 
paternalism,  temporary  layoffs  are  com 
mon  and  lifetime  employment  extinct 
Last  year,  for  the  first  time  in  theii 
history,  the  glass  workers  voted  down  i 
regional  contract. 

And  for  all  the  progress,  minority  ex 
ecutives  say  Corning  is  still  run  by  whit( 
men.  The  glass  ceiling  has  moved  a  bi' 
higher,  but  it's  still  solid.  That  became 
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KRIS  MATSON  HELPED  THIS  WORKER  GO 
FROM  A  BAD  ACCIDENT  INTO  A  NEW  CAREER. 


THERE  WHEN  IT  COUNTS. 


The  fall  not  only  severely 
damaged  the  construction 
worker's  shoulder— it  threw  him 
into  a  deep  depression;  he  was 
considered  permanently  and 
totally  disabled.  But  Continental 
senior  rehabilitation  coordinator 
Kris  Matson  persevered,  and 
helped  both  the  worker  and  his 
employer 


"We  knew  this 
man  had  an 
interest  in  fish- 
ing" retails  Kris. 
"So  we  helped 
him  turn  that 
into  a  rewarding, 
full-time  career." 


First  Kns,  a  Certified  Insurance 
Rehabilitation  Specialist,  made 
sure  nothing  more  could  be 
done  surgically  to  correct  the 
damage.Then  she  found  a 
retired  Navy  captain  who  taught 
the  worker  to  repair  and  cus- 
tomize rods  and  reels  at  home. 
He  is  now  busy  happy— and  self- 
sufficient.  And  that  helps  hold 
down  insurance  costs,  which 
benefits  everybody 

Continental  has  a  lot  of  dedi- 
cated people  like  Kris.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
panyThey're  why  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 


Insi 


Continental 
Insurance. 


Telephone  companies  depend  on  their  ability  to  execute 
millions  of  transactions  second  by  second.  So  they  need 
to  work  with  a  computer  company  that  is  second  to  none. 

Which  is  why  all  seven  of  the  regional  Bell  companies, 
and  21  of  their  22  operating  companies  choose  Unisys. 
In  fact,  if  you  use  a  telephone  in  the  U.S.,  odds  are  you're 
using  a  Unisys  computer. 

For  more  than  25  years,  we've  helped  phone  compa- 
nies track  the  complex  cabling  that  connects  customers 
to  telecommunications  networks.  Today,  we  are  provid- 
ing systems  to  develop  enhanced  services  like  voice 
messaging  and  fax  mail,  as  well  as  Emergency  911 
capability. 

And  the  U.S.  isn't  the  only  place  we  help  telecom- 
munications companies  manage  mission-critical  growth. 
Our  international  roster  includes  customers  in  places  like 
Sweden,  Holland,  Germany  and  the  United  Kingdom. 

To  hear  more,  just  call  1-800-448-1424,  ext.  68. 
You'll  learn  why  so  many  companies  rely  on  more  than 
70,000  Unisys  people  in  over  100  countries  to  help  them 
stay  well-connected. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation,  : . 


clear  last  November,  they  say,  when  a 
major  corporate  reorganization  yielded 
no  gains  for  senior  black  executives. 

Nor  does  Houghton  yet  have  all  of 
Corning  cooking.  A  case  in  point  is  its 
most  visible  unit,  consumer  products, 
which  makes  the  likes  of  Pyrex  and  Vi- 
sions kitchenware.  The  division  had  oper- 
ating profits  of  $83.2  million  last  year  on 
revenues  of  $726.5  million — a  profit  mar- 
gin about  a  third  lower  than  those  of 
Coming's  other  main  businesses.  Earn- 


ings overall,  though  much  improved,  still 
aren't  exceptional.  And  the  company 
faces  tough  global  competition  in  three 
of  its  four  major  businesses.  So 
Houghton  keeps  pushing. 

Which  is  to  say,  he's  still  thinking  for 
the  long  haul.  From  his  office,  Houghton 
can  see  his  beloved  Spencer  Hill,  the 
town  below,  and,  now,  in  the  city's  cen- 
ter, surveyors  at  the  site  of  what  will 
become  Coming's  new  headquarters.  He 
may  well  be  the  only  Houghton  to  occu- 


py the  big  office  in  that  new  building 
Neither  his  two  grown  children  nor  an; 
of  their  cousins  work  at  the  company 
Says  Houghton:  "The  days  are  ove: 
when  a  Houghton  could  walk  in  and  say 
'I  want  a  seat  at  the  table.'  "  And  Jamie 
Houghton  will  remain  chief  executiv( 
for  only  another  decade  or  so.  But  th( 
fortunes  of  his  family,  company,  an( 
community  will  be  intertwined  for  yean 
to  come. 

By  Keith  H.  Hammonds  in  Corning,  N.  Y 


TALK  ABOUT  YOUR  COMPANY  TOWN 


Coming,  N.  Y.,  is  a  very  small 
place:  In  a  town  of  12,000,  news 
travels  fast.  Even  so,  not  every- 
one knows  who  bought,  then  shut- 
tered, two  seedy  downtown  taverns 
last  year.  Or  who  got  rid  of  the  dump 
site  along  Route  17.  Or  who  owns  the 
Texaco  station. 

The  answer:  Corning  Inc.  More  than 
the  biggest  employer  in  town.  Coming 
plays  benefactor,  landlord,  and  social 
engineer.  The  company  is  half-owner 
of  a  racetrack  and  sponsors  a  profes- 
sional golf  tournament.  Affordable 
housing,  day  care, 
new  business  devel- 
opment— it's  doing 
all  that,  too. 

Coming  is  more 
directly  involved  in 
its  community  than 
most  big  U.  S.  cor- 
porations. In  part, 
it's  tradition:  The 
company  and  its 
founding  Houghton 
family  have  domi- 
nated community 
affairs  for  most  of 
the  century.  Cor- 
ning bought  shares 
in  the  town's  fledg- 
ling chamber  of 
commerce  in  1914, 
built  a  hotel  in 
1927,  and  funded  an  apartment  com- 
plex 10  years  later.  When  a  flood  in 
1972  put  the  town  under  10  feet  of 
water,  the  company  paid  area  teen- 
agers to  rehabilitate  damaged  homes 
and  appliances,  then  spent  millions  to 
build  a  new  library  and  skating  rink. 
CORPORATE  ACTIVISM.  But  Coming's 
recent  efforts  have  been  more  fo- 
cused— and,  it  admits,  far  less  passive. 
They  aim  to  turn  a  remote,  insular 
town  into  a  place  that  will  appeal  to 
the  smart  professionals  Corning  wants 
to  attract — a  place  that  offers  social 
options  for  young  singles,  support  for 


new  families,  and  cultural  diversity  for 
minorities. 

It's  a  strategy  that  often  borders  on 
corporate  socialism.  Corning  bought 
the  rundown  bars — which  "didn't  fit 
with  our  objective,"  says  one  execu- 
tive— as  part  of  a  block-long  redevelop- 
ment of  Market  Street,  the  town's 
main  commercial  strip.  It  will  move  a 
black-owned  hairdressing  shop  from  a 
nearby  mall  to  one  of  the  vacated  retail 
spaces.  Through  constant  lobbying  and 
a  $5,000  payment,  Corning  persuaded 
the  dump  owner  to  move. 


NEW  FOCUS:  A  CORNING  INCCORNING  (N.V.)  COMMITTEE  DISCUSSES  MINORITT  ISSUES 


More  important.  Corning  is  working 
to  create  a  region  less  dependent  on  its 
headquarters  and  15  factories.  The 
company  is  now  more  dominant  than  it 
would  like:  Manufacturing  has  fallen 
sharply  in  nearby  Elmira,  and  this 
year,  low  milk  prices  have  crippled 
many  local  dairy  farmers. 

To  help  support  the  flagging  local 
economy,  Corning  bought  the  Watkins 
Glen  auto-racing  track,  which  had 
slipped  into  bankruptcy.  It  rebuilt  the 
facility,  took  in  a  managing  partner, 
and  last  summer,  saw  the  track  host 
200,000  visitors.  Similarly,  the  company 


lobbied  a  supermarket  chain  to  build 
an  enormous  new  store.  It  persuaded 
United  Parcel  Service  to  locate  a  re- 
gional hub  nearby  and  donated  land 
for  two  small-business  "incubators" 
that  offer  help  to  small  companies. 

In  all,  Corning  expects  its  Corning 
Enterprises  subsidiary,  which  spear- 
heads community  investments,  to  bring 
200  new  jobs  to  the  Chemung  River 
valley  each  year.  It  also  wants  to  boost 
the  number  of  tourists  by  2%  annually 
and  attract  four  new  businesses  to 
town.  Corning  Enterprises  funds  its  ac- 
tivities largely  with 
rental  income  from 
real  estate  that  it 
has  purchased  and 
rehabilitated. 

Relations  be- 
tween town  and 
company  aren't  al- 
ways smooth.  Last 
summer,  when 
Chairman  and  CEO 
James  R.  Houghton 
announced  Cor- 
ning's  intent  to  do- 
nate a  riverfront 
park  in  honor  of 
the  city's  bicenten- 
nial, he  took  the  oc- 
casion to  publicly 
criticize  city  offi- 
cials. The  city  coun- 
cil promptly  turned  down  the  park  of- 
fer— though  it  later  relented. 

And  for  all  the  effort,  the  town  of 
Corning  is  still  undeniably,  well,  small. 
James  W.  Wheat  Jr.,  now  an  assistant 
treasurer,  first  drove  up  from  Manhat- 
tan seven  years  ago  to  look  around. 
"We  came  into  this  one-horse  town, 
and  my  wife  said,  'Let's  go  home.'  " 
But  they  stayed.  Today,  Wheat's  two 
daughters  attend  Corning  public 
schools,  and  his  wife,  Panchit,  sells  her 
small  crafts.  For  now,  anyway,  they're 
sold  on  small-town  life. 

By  Keith  H.  Hammonds 
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AFTER  20  YEARS,  WE'VE  MADE  OUR 
MARKONTHEU.S. 

In  1971,  Credit  Lyonnais  opened  its  doors  in  New  York.  In  the  years  since, 
we've  demonstrated  our  long-term  commitment  to  the  U.S.— opening 
offices  nationwide,  expanding  our  base  of  solid  client  relationships, 
responding  with  creative  answers  to  changing  corporate  needs.  And  in 
1991  we'll  mark  our  20th  anniversary  by  moving  to  our  new  U.S. 
headquarters  in  New  York.  We're  not  just  marking  time. 


CREDIT  LYONNAIS 


NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 


e  Corporation 


MANAGEMENT  I 


ADAM  SMITH  GOES  TO 
CZECHOSLOVAKIA 


The  new  U.S.  Business  School  in  Prague  is  arming  Eastern  Europeans  with  American-style  MBAs 


For  years,  Czechoslovakian  soldiers 
were  taught  to  detect  bombs  and 
analyze  chemical  weapons  in  a 
shabby  gray  building  tucked  away  in 
central  Prague.  But  since  the  1989  revo- 
lution that  toppled  the  country's  Com- 
munist regime,  22  Konviktska  has  been 
turned  into  a  very  different  kind  of 
school. 

Workmen  have  wheeled  off  the  plas- 
ter statue  of  Lenin  and  pried  loose  the 
papier-mache  hammers  and  sickles  from 


chosen  from  more  than  700  applicants  to 
join  the  first  class.  "Now,  we  must  look 
elsewhere  for  answers,"  he  says. 

The  new  school,  taught  by  a  rotating 
band  of  visiting  professors  from  the 
U.  S.,  is  part  of  a  stampede  of  American 
and  Western  European  business  schools 
rushing  to  provide  those  answers.  But 
nowhere  is  the  ideological  swing  from 
communism  to  capitalism  quite  so  ex- 
treme as  at  the  Prague  school,  set  up 
under  the  auspices  of  the  Czech  Techni- 


classroom  walls.  Instructors  have 
swapped  the  teachings  of  Karl  Marx  for 
those  of  Adam  Smith.  And  instead  of 
Soviet-designed  AK-47s,  the  next  crop  of 
graduates  soon  will  wield  American- 
style  MBAS. 

Be  it  ever  so  humble,  'SJ.  Konviktska  is 
now  home  to  the  newly  formed  U.  S. 
Business  School  in  Prague  (USBSP), 
where  students  who  have  spent  their 
lives  in  a  centrally  planned  economy  are 
learning  the  basics  of  the  free-market 
system.  "The  socialist  system  has 
failed,"  says  Ludek  Holcner.  a  scraggly- 
bearded  architect  from  ti  ^  industrial 
city  of  Brno.  He  was  one  of  ■>'>  students 


cal  University  and  Rochester  Institute  of 
Technology. 

Here,  many  professors  espouse  a 
brand  of  free-market  economics  that's 
considered  far-right  even  in  the  West. 
Instructors  such  as  Victor  Tabbush  from 
the  University  of  California  at  Los  An- 
geles and  Roman  Weil  from  the  Univer- 
sity of  Chicago  subscribe  to  what  is 
known  as  the  Chicago  School,  a  body  of 
laissez-faire  economics  developed  at  the 
University  of  Chicago.  Its  leaders,  Mil- 
ton Friedman  and  George  J.  Stigler,  em- 
brace a  zealous  form  of  free-market  the- 
ory. They  argue  against  rent  control  and 
advocate  privatization  of  state-owned 


transit  systems  and  highways.  Their 
work,  and  that  of  other  conservative 
economists,  helped  provide  the  theoreti 
cal  underpinnings  for  Reagan's  econom 
ic  revolution. 

So  the  school  is  hardly  dishing  up 
standard  B-school  fare.  But-then,  its  stu 
dents  are  hardly  the  typical  MBA  bunch 
Forget  tassled  loafers  and  horn-rimmec 
glasses:  Long  hair  and  work  boots  are  ir 
at  the  USBSP.  Many  students  are  a  de 
cade  older— some  even  two  or  three 
than  the  average  American  mb.a 
student,  and  boast  advanced  de 
grees.  There  are  mathematicians 
physicists,  nuclear  engineers,  anc 
even  a  few  professors  in  this  class 
of  60  men  and  six  women.  All 
speak  English,  which  is  manda- 
tory, since  the  school's  professors 
don't  speak  a  word  of  Czech  or 
Slovak. 

For  many  students,  the  oppor- 
tunity cost  is  steep:  Tuition  is 
some  14,000  korunas,  the  equiva- 
lent of  about  $549,  or  roughly 
four  months'  salary  for  an  aver- 
age worker.  Mor-e  important,  most 
of  the  students  quit  their  jobs  to 
join  the  program,  and  few  re- 
ceived promises  of  employment] 
after  graduation.  Just  ask  40^ 
year-old  Marian  Zajko.  He  hag 
taken  a  major  risk  in  giving  up 
his  tenur-ed  post  at  the  Bratislava 
School  of  Economics.  The  decision 
has  put  a  financial  and  emotional 
strain  on  his  wife  and  three  chil- 
dr-en,  who  live  hundreds  of  miles 
away.  "My  dean  said  it  was  absolutely 
useless  to  go  to  a  school  like  this,"  Zajkd 
explains.  But  like  many  of  his  fellow^ 
students,  he  sees  the  transition  to  a  mar- 
ket economy  as  inevitable.  "My  econom- 
ic qualification  has  worn  out  to  nearly 
zer-o,"  he  says. 

'GREAT  DEBATE.'  U.  S.  educator's,  in  turn, 
see  an  opportunity  to  influence  Eastern 
Europe's  best  and  brightest.  They  real- 
ize that  the  real  battle  of  ideas  in  East- 
ern Europe  these  days  isn't  between 
Marxists  and  capitalists,  but  rather 
among  differing  views  of  how  to  trans- 
form a  planned  economy  into  a  market 
economy.   And  while  the  school  will 
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urn  out  just  70  or  so  MBAs  every  nine 
)nths,  the  influence  of  those  graduates 
likely  to  far  outweigh  their  number, 
'here's  a  great  debate  going  on  here," 
ys  tiSBSP  President  Richard  N.  Rosett. 
i^hat  we're  after  is  to  create  an  in- 
rmed  population  to  participate  in  it." 
The  school  has  snagged  some  students 

10  are  already  key  participants.  One  is 
•zysztof  Biczyk,  a  29-year-old  econo- 
st  with  Poland's  Transportation  Minis- 

who  will  be  helping  to  make  the 
cisions  about  how  to  privatize  Po- 
id's  industry  once  he  gains  his  MBA. 
here  are  no  patterns  to  solve  our 
Dblems,"  says  Biczyk.  "This  course 

11  give  me  a  special  point  of  view  of  a 
irket  economy." 

That  view  is  shared  by  Eastern  Eu- 
)e's  most  outspoken  free-marketer — 


BUDDING  DEALMAKER 
rHO'S  LEARNING  BY  DOING 


David  Kyjovsky  could  fit  in  with 
any  group  of  hot  dogs  schuss- 
ing  down  Colorado's  ski  slopes, 
sorting  a  bright  T-shirt  advertising 
s  favorite  snowboards,  the  28-year- 
d  electrical  engineer  has  ventured  to 
ich  places  as  China's  remote  moun- 
,in  ranges  seeking  superior  snow.  But 
)orts  aren't  Kyjovsky's  only  thrill: 
e's  also  one  of  Czechoslovakia's  bud- 
ng  entrepreneurs. 

While  a  student  at  Czech  Tech,  he 
vented  a  device  that  plugs  into  a  sat- 
lite  receiver  and  unscrambles  TV  sig- 
ils  from  Western  European  stations, 
yjovsky  sold  about  140  of  the  black 
)xes  at  some  2,900  korunas,  or  rough- 
$114  a  pop,  before  licensing  the  tech- 
)logy  and  entering  the  U.  S.  Business 
;hool  in  Prague.  Lately,  he  has  been 
lapping  up  assets  from  cash-starved 
ate  enterprises  and  reselling  them  at 
profit.  Kyjovsky  says  he  just  bagged 
333,333  koruna,  or  $13,071,  profit  on 
le  such  maneuver.  The  dealmaking  is 
ill  going  on,  because  Kyjovsky  isn't 
;ady  to  give  up  everything  for  an 
BA.  His  next  sport?  Paragliding. 


rjOVSKY:  HAVING  FUN  AND  CLEANING  UP 


Czechoslovakia's  Finance  Minister  Va- 
clav Klaus.  He  fretted  about  the  lack  of 
managers  trained  to  run  his  country's 
newly  privatized  businesses.  That  con- 
cern reached  Lubosh  G.  Hale,  a  former 
Czech  dissident  and  top  government 
economist  who  was  forced  into  exile  af- 
ter Soviet  tanks  rolled  into  Prague  in  the 
spring  of  1968.  Hale  moved  to  the  U.  S. 
and  became  the  University  of  Chicago's 
dean  of  students.  With  Prague's  recent 
turn  to  capitalism.  Hale  brought  the 
problem  to  Rosett,  a  longtime  colleague, 
and  they  set  out  to  start  a  school. 
NO  FAX.  It's  been  no  easy  task.  The 
school's  U.  S.  headquarters  are  at  RlT, 
where  Rosett  is  the  business  school's 
dean.  Classes  had  already  begun  before 
it  was  decided  that  the  MBA  degree 
would  bear  the  stamp  of  RIT.  Money  is 
still  a  problem.  The  school  needs  $6  mil- 
lion to  cover  operating  costs  for  five 
years.  Yet  despite  help  from  corporate 
philanthropists  such  as  the  Anheuser- 
Busch  Foundation,  the  school  has  raised 
only  $900,000  so  far.  Some  of  the  visiting 
professors,  put  up  in  modest  youth  hos- 
tels for  their  three-week  stays,  were  dis- 
mayed to  find  that  the  school  had  no  fax 
machine,  no  copier,  and  only  one  work- 
ing telephone  to  go  around  for  everyone. 

These  problems  help  explain  the  sense 
of  relief  some  of  the  school's  founders 
felt  on  the  first  day  of  classes  in  March. 
The  dignitaries  retired  to  a  dusty  ante- 
room to  celebrate  with  open-faced  salami 
and  pickle  sandwiches  and  Becher,  a 
spicy  alcohol  popular  throughout 
Czechoslovakia.  It  was  barely  8:30  a.m., 
but  second  and  third  shots  were  con- 
sumed with  a  certain  Slavic  gusto.  "The 
baby  is  born,"  exulted  Hale.  "Fifteen 
months,  nine  days,  and  four  hours  in 
gestation,  but  it  is  born!" 

The  students,  meanwhile,  began  bat- 
tling the  basics  of  lifo  vs.  fifo  in  their 
stuffy,  shoebox-shaped  classroom.  From 
the  beginning,  it  was  clear  that  the 
USBSP's  teachers  were  unlike  most  they 
had  seen  before.  Weil,  an  Alabama-born 
accounting  professor  at  Chicago,  star- 
tled students  with  his  informality,  ask- 
ing one  to  toss  him  a  pen  across  the 
classroom.  He  also  surprised  them  with 
his  irreverent  definitions:  "Accoun- 
tants," he  explained,  "like  to  measure 
irrelevant  things  with  precision.  You 
don't  need  to  be  a  capitalist  to  under- 
stand that  idea." 

Other  ideas  were  more  difficult  to  un- 
derstand, especially  for  people  who  had 
grown  up  in  a  system  where  prices  and 
wages  were  fixed  by  authorities.  "Have 
you  heard  the  concept  of  the  invisible 
"hand?  Adam  Smith?"  asked  UCLA's  Tab- 
bush.  He  tried  to  explain  that  the  most 
efficient  guide  of  an  economy's  limited 
resources  is  the  price  system,  with  mini- 
mal government  regulation.  Several 
hands  shot  up.  "But  the  market  some- 


HALOUSKOVA:  SCHOOL  IS  HER  "TICKET" 


TAKING  GIANT  STEPS 
TOWARD  THE  FAST  TRACK 


I 


believe  in  chances,"  says  28-year- 
old  Iva  Halouskova,  who  spent 
five  years  as  a  free-lance  produc- 
tion manager  working  for  Art  Cen- 
trum, Czechoslovakia's  state-run  arts 
organization.  Last  year,  Halouskova 
jumped  to  one  of  her  country's  new 
advertising  agencies,  .•^B  Line  Studios. 
The  small  agency,  which  was  one  of 
the  first  to  create  consumer-oriented 
ads  in  the  country,  was  quickly 
snapped  up  by  U.  S.-based  Young  & 
Rubicam  Inc. 

Halouskova,  who  boasts  an  advanced 
degree  in  psychology,  realized  she 
needed  more  knowledge  to  compete  in 
her  country's  rapidly  changing  econo- 
my, so  she  enrolled  in  the  U.  S.  Busi- 
ness School  in  Prague.  "I'm  very  prag- 
matic," she  says.  "I  have  to  survive 
and  be  good  in  some  ways  that  are 
wider  than  we  have  in  Czechoslova- 
kia." She's  not  sure  what  she'll  do  once 
she  earns  her  degree,  but  she  believes 
the  school  will  be  "part  of  my  entrance 
ticket  to  the  civilized  world." 


times  does  not  work  as  we  would  like  it 
to  work?"  asked  a  student.  "The  market 
fails  far  less  often  than  central  planning 
fails,"  answered  Tabbush. 

In  the  end,  of  course,  teaching  comes 
down  to  a  teacher  in  front  of  a  class:  All 
the  rest  is  frills.  Within  days  of  the 
school's  opening,  a  sense  of  frustration 
begins  to  pervade  the  air.  The  classroom 
is  warm,  and  Weil  is  pounding  a  ques- 
tion from  an  earnings-statement  prob- 
lem at  the  same  student  over  and  over 
again.  The  students  realize  they're  in  for 
a  painful  grind  that  they  are  only  just 
beginning.  "My  head  feels  like  a  water- 
melon," says  Iva  Halouskova  during  the 
break.  Not  such  a  different  feeling,  real- 
ly, from  the  ones  felt  by  B-school  stu- 
dents anywhere. 

By  Julia  Fhjnu  Siler  in  Prague 
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LAMOTHE  KEPT 
TONY  ON  BUT 
TRIMMED  THE 
WHITE-COLLAR 
STAFF 


STRATEGIES  I 


WINNING  THE  WAR 
OF  BATTLE  CREEK 


By  stressing  familiar  brands,  Kellogg  is  changing  its  luck 


Just  last  year,  Kellogg  Co.  seemed  to 
have  all  the  crackle  of  a  day-old 
bowl  of  cornflakes  and  milk.  The  ce- 
real giant  was  playing  catch-up  with  ri- 
val General  Mills  Inc.  to  cash  in  on  the 
oat  bran  craze.  Its  venerable,  and  premi- 
um-priced, Corn  Flakes  and  Rice  Krisp- 
ies  were  losing  share  to  lower-priced  ri- 
vals. And  Kellogg's  wholesalers  and 
grocery-store  retailers  were  in  high  dud- 
geon over  lackluster  promotional  sup- 
port. While  it's  still  No.  1,  Kellogg  saw 
its  share  of  the  U.  S.  cereal  market  fall 
to  a  low  of  34.69f  by  lust  September, 
from  41%  in  1988. 

Well,  the  folks  who  brought  you  Tony 
the  Tiger  may  finally  be  changing  their 
stripes.  Longtime  Chairman  William  E. 
LaMothe,  64,  considered  delaying  his  re- 
tirement and  took  charge  of  a  campaign 
to  turn  the  $5.2  billion  company  around 
after  his  heir  appare  nt  and  president, 
Horst  W.  Schroeder,  was  shown  the 
door  in  late  1989.  LaMothe  has  used  a 
mixture  of  price  promotions  and  coupon- 
ing to  win  back  the  breakfast  table  for 
such  core  Kellogg  brands  as  Corn 
Flakes,  Raisin  Bran,  and  Special  K. 

It's  working:  Kellogg's  market  share 
bounced  back  to  38.5%  during  the  first 
quarter  and  could  hit  39'/'  l)y  yearend 
(chart).  At  the  same  time,  corporate  cost- 
cutting  and  foreign  expan  ion  have 
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brought  some  snap  back  to  Kellogg's 
earnings.  It  posted  a  surprising  69% 
jump  in  profits,  to  $163  million  on  $1.4 
billion  in  sales,  during  the  first  quarter. 
"They  have  been  very  smart,"  says  one 
executive  at  a  competing  company.  In- 
vestors apparently  see  brighter  morn- 
ings ahead  for  Kellogg,  as  well:  Its 
stock  is  now  trading  at  around  90,  up 


BRIGHTER 

MORNINGS 

SHARE  OF  U.S. 
CEREAL  MARKET 


A  PERCENT 


DATA:  COMPANY  REPORTS;  DONALDSON,  LUFKIN  S  JENRETTE 


507"  since  last  year.  Now  that  the  conr 
pany  is  on  stronger  footing,  LaMoth 
plans  to  retire  by  yearend,  turning  ove 
control  to  Arnold  G.  Langbo,  Kellogg' 
president. 

CEREAL  KILLER.  Kellogg's  reawakenini 
didn't  come  without  considerable  pair 
though.  Since  the  start  of  1990,  LaMoth 
has  reduced  Kellogg's  white-collar  wor 
force  some  10%,  to  2,600.  He  has  als- 
scaled  back  on  Kellogg's  once-franti 
pace  of  product  development.  During  th 
late  1980s,  Kellogg  rolled  out  four  o 
so  new  cereals  a  year,  yet  often  witl 
iffy  market  research,  says  LaMothe 
Now,  cereal  products  that  don't  mah 
their  numbers  are  getting  the  heave-hc 
Kellogg  pulled  S.  W.  Graham  off  th' 
shelves  last  year.  Its  belated  and  strug 
gling  oat  bran  cereals  such  as  Cracklir 
Oat  Bran  and  Oat  Bake  may  also  b- 
yanked. 

In  their  stead,  LaMothe  has  turned  t 
his  mainstay  products.  Until  recently 
their  market  share  was  being  nibblei 
away  by  Ralston  Purina  Co.'s  lower 
priced  private-label  products.  Afte 
years  of  7?f  annual  price  increases,  ; 
box  of  Corn  Flakes  now  runs  as  high  a 
$2  or  more  per  18-ounce  box — about  dou 
ble  the  price  of  many  rival  brands.  La 
Mothe  has  called  a  halt  to  the  pric 
hikes.  At  the  same  time,  Kellogg's  cere 
al  advertising  has  struck  a  more  nosta! 
gic  tone,  beckoning  baby  boomers  h 
come  back  to  Corn  Flakes. 

Kellogg  has  also  patched  up  relation 
with  disgruntled  wholesalers  and  retai: 
ers.  It  is  now  encouraging  gi'ocery-stor 
chains  to  include  special  two-for-on^ 
cereal  coupons  in  their  regular  advertis 
ing  circulars  in  newspapers.  Result 
Sales  of  Kellogg's  Sugar  Frosted  Flake, 
and  Fruit  Loops  are  up  107"  so  fa 
this  year. 

Kellogg  is  also  enjoying  something  o 
an  earnings  kick  from  its  Europeai 
sales,  which  increased  8%  during  thi 
first  quarter.  LaMothe  has  booste( 
spending  on  advertising  in  Europe  t( 
persuade  breakfast  eaters  there  to  forg( 
such  delights  as  croissants  or  schwartz 
brot,  a  black  bread,  for  a  bowl  of  Rici 
Krispies.  Kellogg  is  the  biggest  U.  S.  ce 
real  producer  overseas.  But  the  competi 
tion  is  heating  up:  In  late  1989,  Genera 
Mills  reached  a  joint-venture  agreemen 
with  Nestle  that  will  bring  its  popula: 
Cheerios  and  other  cereals  to  Europe. 

Back  at  home,  LaMothe  can't  let  dowi 
his  guard  much.  Kellogg's  aggressiv( 
promotions  could  kick  off  a  price  war  ii 
the  U.  S.  If  so,  count  on  Kellogg  t( 
tough  it  out.  When  it  comes  to  the  battl( 
of  the  bowls,  Kellogg  seems  destined  t( 
remain  the  top  banana. 

By  David  Woodruff  in  Battle  Creek 
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Inaccurate  information,  incomplete  infor-  died  manually.  And  when  you  consider  matters  most:  the  children.  As  important  as 
motion,  information  that  doesn't  arrive  the  that  the  key  to  helping  children  is  to  make  it  is,  however,  it's  |ust  one  example  of  how 
moment  you  need  it  con  hurl.  Obviously,       informed  decisions  and  to  make  them  fast,       we  work  closely  with  customers  to  solve 

POOR  INFORMATION  CAN  HURT  SOMETHING 
MORE  SACRED  THAN  PROFITS. 


it  hurts  people  in  business.  But,  unfortu- 
nately, there  ore  times  when  the  people 
that  it  hurts  ore  children.  And  no  group  is 
working  harder  to  prevent  that  than  child 
protection  workers  throughout  the  countn/. 
But  look  at  what  they  face.  Caseworkers 
ore  overloaded.  And  the  number  of  child 
abuse  coses  is  on  the  rise.  Compounding 
the  problem  is  the  mounting  burden  of 
legal  and  administrative  tasks.  And  the  fact 
that  paperwork  is  still  by  and  large  hon- 


even  the  most  Herculeon  effort  often  isn't  tough  problems.  Today  the  systems  and 

enough.  That  was  the  problem.  And  to  applications  Bull  hos  developed  for  law 

Berrien  County,  Michigan,  it  was  under-  enforcement,  social  services  and  the  courts 

stondobly  the  toughest  problem  in  the  ore  used  by  state  and  local  governments  in 

world.  In  a  pint  effort  with  caseworkers,  43  states.  Call  1 -800-233-BULL,  ext. 

we  developed  the  Bull  Child  Protection  2300,  for  a  free  demonstration  of  the  Bull 

System.  Which  gives  caseworkers  instant  Child  Protection  System.  In  Canada  1-800- 

occess  to  critical  information  so  decisions  268-4144.  It  isn't  one  of  the  biggest  sys- 


Information 


con  be  made  in  minutes.  And  Worldwide 

by  reducing  clerical  tasks,  it 
lets  workers  focus  on  what 


Systems 


Bull  A 


tems  we've  ever  developed. 
But  to  us  it  IS  undoubtedly 
one  of  the  most  important. 


We  solve  the  toughest  problems  in  the  world. 


Entertainment 


MOVIES  I 


THE  WORLDWIDE  WEB 
STEVE  ROSS  IS  WEAVING 


Time  Warner's  grand  design  includes  a  dazzle  of  filni  deals  and  alliances  around  the  globe 


It's  eerie.  A  motor- 
cade moves  tlirougli 
the  streets  of  Dallas 
with  John  F.  Kennedy 
sitting  next  to  his  wife 
in  the  back  seat  of  a  big 
Lincoln  Continental  con- 
vertible. Shots  are  fired 
from  the  window  of  the 
Texas  School  Book  De- 
pository. A  horrified 
Jacqueline  reaches  out 
to  her  mortally  wound- 
ed husband,  covering 
him,  cradling  his  head 
in  her  arms. 

The  order  "Cut!" 
breaks  the  spell.  The 
scene  from  the  movie 
JFK.  starring  Kevin 
Costner  and  directed  by 
Oliver  Stone,  is  over. 

This  indelible  Ameri- 
can moment — so  shock- 
ing and  powerful  that 
"Where  were  you  when 
JFK  was  shot?"  has  be- 
come the  password  for 
an  entire  generation — 
will  be  brought  to  the 
screen  this  Christmas 
by  an  international  en- 
tertainment partnership  like  no  other. 
The  largest  transatlantic  production-dis- 
tribution financing  alliance  ever  forged 
includes  a  Frenchman,  an  Israeli,  several 
Germans,  and  a  tall,  snow-white-haired 
American:  Steven  J.  Ross,  chairman  of 
Time  Warner  Inc. 

COMPLEX  WEB.  In  Hollywood,  Ross  is 
known  for  hobnobl)ing  with  Steven 
Spielberg,  Clint  Eastwood,  and  Barbra 
Streisand.  But  in  Par:  ;.  Munich,  Buda- 
pest, Stockholm,  Tokv  ",  and  Moscow, 
the  63-year-old  Ross  is  "en  as  a  deal- 
maker  playing  on  a  gloL  <'  scale,  ready 
to  enter  international  a  iances  in  a 
whole  range  of  businesses  So  ready  is 
he  that  Time  Warner,  the  orld's  big- 
gest entertainment  corporat.  i,  is  cur- 
rently engaged  in  nearly  two  <>zen  dis- 
cussions in  Europe  and  Asia  I  .it  could 
link  most  of  the  world's  enter,  'inment 
and  media  companies  in  a  compi  \  web 
of  relationships. 


"To  succeed  in  this  business  today, 
you  must  be  in  all  the  major  markets  of 
the  world,"  says  Ross  during  an  inter- 
view at  the  company's  Rockefeller  Cen- 
ter headquarters.  "Our  objective  is  to 
build  global  partnerships.  Europeans 
and  Japanese  are  annexing  American 
properties,  buying  them  outright.  We 
are  making  alliances  at  the  subsidiary 
level  with  the  partners  keeping  their  na- 
tional identities  and  bringing  their  re- 
spective strengths  to  bear." 

Ross  is  playing  to  Time  Warner's 
strength  by  focusing  overseas — particu- 
larly in  Europe,  where  privatization  of 
government-owned  television,  the  expan- 
sion of  pay  TV,  and  the  opening  of  the 
East  have  generated  some  of  the  world's 
fastest-growing  markets.  The  company 
is  the  largest  U.  S.  exporter  of  entertain- 
ment, an  industry  that,  at  $8  billion  last 
year,  was  the  second-biggest  net  export- 
er, after  aerospace. 


The  importance  o: 
foreign  markets  was 
brought  home  in  th( 
first  quarter  of  199! 
when  profits  from  Tim< 
Warner's  strong  world 
wide  home-video,  inter 
national  TV  syndication 
and  movie  distributior 
operations  helped  offsei 
its  weak  performance  ir 
domestic  magazines 
books,  and  records.  Th( 
decline  in  advertising 
saw  Time  Warner'j 
publishing  profits  dro{ 
417c.  And  with  box-of 
fice  disappointments 
such  as  If  Looks  Coulc 
Kill,  domestic  movie 
sales  were  hit  hard,  too 
Even  with  strong 
.showings  in  pay-TV 
Time  Warner's  casi 
flow  dipped  to  $530  mil 
lion  from  $536  millior 
the  previous  quarter 
the  first  decline  sinc( 
Time  and  Warner  joinec 
forces  in  January,  1990 
That  merger  saddlec 
the  company  with  $11.1 
billion  in  debt.  Ross  is  counting  on  hij 
global  strategic  partnerships  to  provide 
not  only  cash  to  service  the  debt  but  alsc 
large  chunks  of  equity  to  pay  it  down. 

The  biggest  deal  so  far  is  the  mega 
partnership  linking  U.  S.  and  Europear 
film  production  and  distribution.  Set  uf 
in  January,  the  agreement  calls  foi 
Dutch-based  Regency  Enterprises  tc 
spend  $600  million  to  develop  and  pro 
duce  20  major  motion  pictures.  Warnei 
Bros.  Inc.,  the  Time  Warner  film  studio 
will  then  chip  in  about  $300  million  tc 
distribute  and  market  the  films  world' 
wide.  Regency  is  a  creation  of  Arnor 
Milchan — the  Israeli-born  producer  ci 
such  blockbusters  as  Pretty  Woman 
and  The  War  of  the  Roses — and  twc 
partners:  Canal  Plus,  France's  biggest 
pay-TV  communications  company  (box), 
and  Scriba  &  Deyhle,  one  of  Germany's 
largest  media  corporations. 
For  their  part,  the  French  and  Ger- 
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in  companies  get  what  they 
sperately  need:  product.  Both 
ve  been  growing  so  fast  over 
e  past  five  years  that  demand 
r  "software,"  meaning  action 
)vies,  comedies,  and  TV  shows, 
s  far  outrun  the  supply.  It's  a 
'eet  deal  for  them.  Canal  Plus 
d  Scriba  get  the  right  to  run 
e  new  films  on  their  domestic 
y-TV  channels.  Then,  they  use 
arner's  hefty  international  dis- 
bution  muscle  to  show  the 
)vies  in  theaters  and  rent  them 

home  videos  in  Europe, 
arner  gets  the  20  movies  and 
esn't  have  to  dip  into  its  own 
cket  for  most  of  the  financing, 
id  it  retains  the  considerable 
native  talents  of  Milchan. 
The  deal  also  puts  Warner  in 
rtnership  with  two  powerful 
iropean  communications  com- 
nies  with  excellent  political  con- 
ctions.  With  the  economic  unifi- 
tion  of  Western  Europe  just 
ound  the  corner,  there  is  talk  of  new 
otas  and  restrictions  on  American 
tertainment.  "If  there  are  new  regula- 
■ns  in  1992,  we'll  have  strong  partners 

our  side,"  says  Terry  S.  Semel, 
e  tough-minded  Warner  Bros,  presi- 


MOVIES  BY  WARNER— 
AND  CASTS  OF  THOUSANDS 


To  spread  the  financial  risk 
and  bolster  distribution — 
Warner  is  linking  up  with  for- 
eign film  and  media  compa- 
nies. The  biggest,  a  $900  mil- 
lion transatlantic  partnership 
formed  in  January,  has 
French,  German,  and  Dutch 
players.  Coming  attractions: 


Movie  Cost 

Millions 

Director 

Star 

m 

$42 

Oliver  Stone 

Kevin  Costner 

THE  MAMBO  KINGS 

18 

Arnold  Glimcher 

Armand  Assante 

miMOIRSOFAH 
IMVISIBUMAM 

35 

John  Carpenter 

Chevy  Chase 

POWER  or  OHt 

25 

John  Avildsen 

Morgan  Freeman 

SUMMllt'S  B£i 

30 

In  negotiation 

Richard  Gere 

with 


DATA:  WARNER  BROS  INC  .  REGENa  INTERNATIONAL  PIQURES 


dent  who  negotiated  the  agreement. 

For  his  part,  Milchan  now  gets  to  play 
for  higher  stakes.  For  his  blockbuster 
Pretty  Woynan,  which  grossed  $250  mil- 
lion worldwide,  Milchan  got  a  tidy  per- 
centage of  the  gross.  But  the  rights 


were  held  by  its  distributor,  Walt 
Disney  Co.  This  time,  Milchan 
and  his  partners  take  the  risk  and 
keep  all  the  rights.  "I  wanted  to 
come  to  the  net  and  play 
the  point,"  says  Milchan, 
an  avid  tennis  player. 

Time  Warner  is  play- 
ing the  joint-venture 
game  all  over  Europe. 
Warner  Bros.  Inc.  has  a 
.$100  million  deal  to  build 
10  multiplex  cinemas  in 
Germany  and  Austria 
Munich-based  Neue  Con- 
stantin.  It  also  has  contracts  to 
build  cineplexes  in  the  Soviet 
Union,  Hong  Kong,  Portugal,  and 
Spain,  as  well  as  three  theme 
parks  in  Australia. 
NO  SUBTITLES.  One  new  market 
that  promises  to  be  very  profit- 
able is  Eastern  Europe  cable  TV. 
In  Hungary,  Time  Warner  is  join- 
ing Denver-based  United  Interna- 
tional Holdings  to  develop  pro- 
gramming and  operate  cable  services. 
Surprisingly,  Hungary  already  has  half 
a  million  subscribers — even  though  all 
the  programming  is  in  German  or 
French.  The  new  joint  venture  will  devel- 
op shows  in  Hungarian.  UIH  is  the  larg- 


CANAL  PLUS:  THE  LATEST  FRENCH  SENSATION 


R 


ene  Bonnell,  the  director  of  Ca- 
nal Plus'  film  operations,  still  re- 
members being  snubbed  on  his 
irst  trip  to  America  in  1984.  Those 
vere  the  early  days  of  French  pay-TV 
.nd  getting  good  movies  was  crucial  to 
ionnell's  operation.  But  Universal, 
Paramount,  MGM,  and  others  weren't 
:ager  to  do  business  with  a  puny  pay- 
'V  venture  that  was  likely  to  go  bust. 
'They  told  me  to  come  back  when  we 
lad  our  first  million  subscribers,"  re- 
calls Bonnell. 
Fast  forward  to 


NAIPLUS: 

VfORHHmBU.' 


no  REVENUES 
1  .05  BILLION 

NET  INCOME 
1 54  MILLION 


1991.  With  3  mil- 
lion subscribers  in 
France  and  joint 
ventures  in  Bel- 
gium, Germany, 
and  Spain,  Canal 
Plus  is  the  most 
profitable  and  fast- 
est-growing pay 
channel  in  the 
world.  Beams  Bon- 
lell,  46,  who  landed  in  the  movie  busi- 
less  by  writing  a  thesis  at  the  Sor- 
)onne  on  the  economics  of  the  film 
ndustry:  "We're  now  awash  in  offers 
'rom  American  producers." 

Success  came  quickly  to  Canal  Plus. 
from  the  moment  it  began  broadcast- 


ing in  November, 
1984,  its  quirky  mix  of 
big-hit  American  com- 
edies, French  drama, 
and  late-night  erotic 
films  intrigued  French 
viewers  weary  of  the 
lackluster  program- 
ming of  government- 
owned  TV.  The  station 
now  shows  365  films 
every  year,  with  140 
of  them  coming  from 
Hollywood  and  costing 
$100  million. 
ITS  OWN  LOT.  To  help 
assure  a  supply  of 
these  movies,  the  com- 
pany invested  $20  mil- 
lion in  a  new  film  pro- 
duction and  distri- 
bution agreement  with 
Warner  Bros.  Inc.  and 
Arnon  Milchan's  Re- 
gency Enterprises.  It  also  launched 
Studio  Canal  Plus,  its  own  film  produc- 
tion company.  Studio  Canal  Plus  owns 
5%  of  Carolco  Pictures  Inc.,  which  is 
currently  making  Arnold  Schwarzeneg- 
ger's Terminator  II.  The  studio  also  is 
co-producing  The  Vagrant  with  Mel 
Brooks  and  Homicide  by  David  Ma- 


BONNELL:  A  $IOO  MiUiON-A-rEAR 
TAB  FOR  HOLLYWOOD  MOVIES 


met,  selected  to  com- 
pete at  the  Cannes 
Film  Festival  in  early 
May. 

Canal  Plus'  latest 
European  venture  is 
in  Germany,  where  it 
has  taken  a  37.5% 
stake  in  Premiere,  a 
new  pay-TV  station.  Its 
partners  are  Bertels- 
mann, the  world's  sec- 
ond-largest communi- 
cations company,  and 
Kirch-Beta  Taurus,  a 
film  and  TV  group. 

If  all  goes  well,  Ca- 
nal Plus  believes  it 
will  have  6  million 
subscribers  in  Europe 
by  1994.  That  means 
that  the  pressure  to 
supply  films  and  good 
TV  programming  will 
continue  to  grow.  Bonnell  wants  Canal 
Plus  to  own  a  piece  of  one  out  of  every 
three  blockbuster  movies  produced  in 
the  world  every  year.  To  do  that.  Canal 
Plus,  like  Time  Warner  Inc.,  is  building 
grand  alliances  in  the  far  reaches  of 
the  world  of  entertainment. 

By  Blanca  Riemer  in  Paris 
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Ihe  Best 

MUTUAL  FUND  INVESIMENT... 

Each  year,  millions  of  investors  pick  up  g  copy  of  Business 
Week's  onnuol  "Mutuol  Fund  Scoreboard."  They  depend  on 
it  for  the  kind  of  dependable  performance  information  they 
need  to  pick  the  winners  and  losers  in  mutual  funds.  Now, 
fact-hungry  investors  can  find  even  more  critical  information 
in  "Business  Week's  Annual  Guide  to  Mutual  Funds."  Let  the 
editors  of  Business  Weel(  help  you  cut  thmugh  the  technical 
jargon,  take  the  guesswork  out  of  risk  assessment,  and  accu- 
rately analyze  over  1 200  mutual  funds.  If  you're  currently 
investing  in  mutual  funds  —  or  if  you  're  trying  to  select  a 
fund  —  pick  up  a  copy  of  "Business  Week's  Annual  Guide 
to  Mutual  Funds"  first.  It  could  be  the  best  mutual  fund 
investment  you'll  ever  make. 

..YOUILEVERMAKL 

558 


ANNUAL 


FUNDS 


Hordcovef: 
0-07-035765-X 
$24.95 

Softcovet: 
0-0/-035/447 
$14.95 


Available  at  your  local  bookseller  or  call  toll-free  1-800-262-4729. 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


CALL  ttH-  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

■St  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg.l70(e)(3).  Scholarships  are 
given  in  the  rionating  corporation's  name. 


EduoatlorMf  ' 

P  O  BOX  3021 


C.LEN  ELLYN,  ILLINOIS  60138 


For  More  Details 
Call  708-690-0OI0 
Pcler  Roskam 
Executive  Director 
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ntertainment 


est  franchisee  of  Blockbuster  Vide 
stores  in  the  U.  S. 

Once  it  masters  Hungarian,  Tim 
Warner  plans  to  produce  programs  i 
Swedish.  The  company  recently  launche 
a  pay-TV  service  in  Scandinavia  wit 
Svensk  Filmindustri,  Sweden's  large; 
motion  picture  and  television  produce 
and  Tidnings  AB  Marieberg,  the  publisl 
er  of  Sweden's  two  largest  daily  new; 
papers.  Canal  Plus  just  joined  th 
partnership. 

So  far,  so  good.  But  to  make  his  gran 
strategy  work,  Ross  is  still  waitin 
for  The  Big  Deal,  or  a  series  of  bi 
deals.  Ultimately,  says  Ross,  he  want 
to  take  Time  Warner's  best  asset; 
put  them  into  newly  created  subsidia 
ies,  and  establish  joint  ventures  wit 
European  and  Asian  partners  in  a  tricoi 
tinental  alliance.  "Management  contn 
in  America  would  be  American,  in  Ei 
rope  it  would  be  European-style,  and  i 


By  bringing  in  billions  in  new 
equity,  Time  Warner  would 
make  Wall  Street  happy 


Japan,  Japanese-style,"  says  Ross 
American  companies  could  buy  in  a 
well.  One  new  subsidiary  would  mos 
probably  be  in  film,  another  in  pay-T^ 
another  perhaps  in  recordings. 

By  bringing  in  billions  of  dollar 
in  new  equity.  Time  Warner  v/oul 
make  Wall  Street  happy  and  help  ratcl 
et  Time  Warner's  stock  up  toward  th 
$200  zone  where  it  was  trading  befor 
the  merger.  The  stock  currently  sell 
for  about  $112.  Ross,  his  co-chairmar 
N.  J.  Nicholas  Jr.,  and  half  a  dozen  othe 
key  Time  Warner  executives  are  no^ 
talking  with  companies  all  over  th 
world.  Canal  Plus  and  Toshiba  Corj 
are  involved.  So  is  Milchan,  who  i 
bolstering  Regency's  capital  to  the  tun 
of  $3  billion.  "The  talks  are  like  a 
auction  with  all  kinds  of  assets  bein 
offered  up,"  says  one  European  involve 
in  one  set  of  negotiations.  "Nothin 
is  off-limits  to  Time  Warner." 

With  $2.3  billion  in  annual  cash  flov 
a  19%  stake  in  CNN,  and  billions  i 
video,  film,  cable,  magazine,  and  recon 
ing  assets,  Ross  has  a  strong  banc 
But  every  day  as  he  goes  to  work,  ther 
is  a  sobering  reminder  of  the  evei 
present  alternative  to  his  strategy,  i 
year  and  a  half  ago.  Rockefeller  Cente 
was  "annexed" — to  use  his  term — b 
Mitsubishi  Estate  Co.  For  Ross,  it's  dei 
or  be  dealt. 

By  Bruce  A^ussbaum  in  New  York,  icit 
bureau  reports 
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Every  player  in  the 
Liberty  Mutual  Legends  of  Golf 
has  an  insurance  policy. 


His  partner. 


V  ■ 


Watch  golf's  legends  team  up  at  the  Liberty  Mutual  - 
Legends  of  Golf.  May  18th  and  19th  at  1pm  on  NBC. 

Get  twice  the  excitement  of  regular  golf.  Watch  the  and  Juhus  Boros.  It's  the  tournament  that  started  all  the 

Liberty  Mutual  Legends  of  Golf.  Our  best  ball  format  seniors  excitement. 

pairs  some  of  the  greatest  names  in  the  game.  Including  Tune  in  Saturday  and  Sunday  May  18  &  19  at  ipm  EST. 

Arnold  Palmer,  Lee  Trevino,  Chi  Chi  Rodriquez,  Sam  Snead,  on  NBC.  And  see  how  two  putts  can  be  better  than  one. 


©  Liberty  Mutual  Insurance  Group/Boston  1991 
Give  to  the  Special  Olympics 


LIBER-n^ 
MUTUAL 
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CORPORATE  CONTROL  I 


BOLTING  THE  BOARDROOM 
DOOR  AT  SEARS 


Ed  Brennan  is  spending  $5.6  million  to  deny  shareholder  activist  Robert  Monks  a  board  seat 


ost  proxy  contests  are  shoo-ins 
for  management.  But  Sears, 
[Roebuck  &  Co.  isn't  taking  any 
chances.  To  prepare  for  its  May  9 
election  of  directors,  Sears  plans  to 
spend  an  astonishing  $5.6  million  to 
make  sure  shareholder  activist  Robert 
A.  G.  Monks  doesn't  win  a  seat.  It  has 
assigned  30  people  to  get  out  the  vote 
against  him.  It  has  shrunk  its  15-mem- 
ber  board  to  10,  boosting  the  number  of 
votes  he  needs  to  get  elected  by  nearly 
50%.  It  got  its  attorney, 
Martin  Lip  ton,  the  father  of 
the  poison  pill,  to  slap 
Monks  with  a  lawsuit  to 
deny  him  access  to  a  list  of 
shareholders.  It  has  even 
purchased  a  background 
file  on  him  from  a  Washing- 
ton law  firm. 

Pretty  strong  stuff,  con- 
sidering that  Edward  A. 
Brennan,  chairman  and 
chief  executive  of  the  $56 
billion  retail  and  financial 
services  giant,  has  publicly 
stated  that  he's  looking  for 
independent  directors  and 
has  griped  about  how  tough 
it  is  to  find  qualified  candi- 
dates. And  Monks  has  blue- 
ribbon  credentials.  A  Har- 
vard University-educated 
lawyer.  Monks  made  a  for- 
tune in  the  family  coal-and- 
oil  business  before  rising  to 
become  chairman  of  a  lead- 
ing Boston  investment  firm. 
A  two-time  candidate  in 
Maine  for  the  U.  S.  Senate, 
he  chaired  the  Massachusetts  Republi- 
can finance  committee,  has  held  several 
federal  posts,  and  was  President  Rea- 
gan's top  pension-fund  overseer.  He  and 
his  wife,  Millicent.  are  listed  in  the  So- 
cial Register. 

'SELF-PROMOTION.'  Monks,  who  owns 
only  100  shares  of  .^"ars  stock,  says  he 
has  no  interest  in  gaining  control  of  the 
company.  He's  runninj;  as  one  director, 
not  as  part  of  a  slati  If  elected,  he 
would  have  to  enlist  the  -s  upport  of  other 


directors,  since  he  couldn't  even  second 
his  own  motions. 

Why,  then,  is  Sears  so  determined  to 
block  Monks's  bid?  "He's  a  one-interest 
activist,"  says  David  Shute,  Sears'  gen- 
eral counsel — and  that  issue  is  corporate 
governance.  "He's  not  interested  in  the 
larger  views  of  the  company."  Sears 
says  that  Monks's  bid  is  a  "sophisticated 
form  of  self-promotion"  for  a  book  he 
coauthored  on  corporate  governance, 
due  out  in  June.  Monks  calls  the  charge 


s 


OME  INVESTORS  CALL  MONKS'S  CAMPAIGN  QUIXOTIC,  BUT 
HE  HAS  SUPPORT  AMONG  INSTITUTIONS  AND  COMPANY  RETIREES 


"a  big  lie."  Agrees  one  major  institution- 
al investor:  "A  proxy  fight  is  an  expen- 
sive way  to  peddle  a  book." 

Monks  says  that  corporate  governance 
is  only  part  of  his  aim.  He  says  he's  out 
to  challenge  Sears'  way  of  doing  things 
more  broadly  in  light  of  its  disappointing 
10.26%  average  return  on  equity  since 
1986.  "To  whom  is  management  account- 
able?" asks  Monks.  No  one,  he  asserts. 
Monks  believes  he  can  bring  life  to  a 
stagnant  board,  forcing  management  to 


meet  its  stated  return-on-equity  targe 
of  15%. 

Monks  also  argues  that  Brenna 
shouldn't  be  both  chairman  and  CEO  o 
the  company.  And.  he  says,  the  board' 
nominating  committee — now  chaired  b; 
Brennan — should  be  made  up  only  o 
outside  directors.  Monks  says  Sears  i 
spending  "money  purely  to  defend  thei 
'right'  to  self-perpetuation  and  to  avoi^ 
being  [held]  accountable  to  shareholc 
ers."  Monks  is  spending  $250,000  of  hi 
own  to  win  the  25''^  of  th 
vote  he  needs  for  a  seat  o: 
the  board. 

With  344  million  share 
outstanding,  the  election  i 
too  difficult  to  call  now.  T 
complicate  matters,  Sears 
bylaws  provide  for  "cumi 
lative  voting"  for  the  thre 
seats  at  stake — shareholc 
ers  can  magnify  their  vol 
ing  power  by  casting  thei 
three  votes  per  share  fo 
one  candidate  only. 

RILED    RETIREES.  Monk 

looks  like  an  underdog 
though  he  has  some  suf 
port.  On  Apr.  17,  the  Cal 
fornia  Public  Employees 
Retirement  System,  whicl 
holds  2.3  million  Sear 
shares,  announced  it  wouL 
cast  its  6.9  million  votes  fo 
Monks.  Six  days  later,  ; 
group  representing  l,00i 
agents  working  for  Sears 
Allstate  Insurance  Cos.  uni 
asked  the  Labor  Dept.  t 
ensure  that  they  could  vot 
for  Monks  if  they  so  choose.  On  May  1 
the  Colorado  Public  Employees  Retire 
ment  System  said  it  would  cast  its  1. 
million  votes  for  Monks,  too.  Othe 
groups  are  also  committed  to  him  (table] 
And  there  are  signs  that  Fidelity  Invest 
ments,  the  $120  billion  Boston-based  mu 
tual-fund  company,  which  owns  abou 
850,000  shares,  may  back  Monks.  I 
won't  comment. 

Even  some  of  Sears'  125,000  retirees 
irked  by  a  rollback  last  summer  in  thei 
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alth  benefits,  plan  to  give 
)nks  their  protest  vote, 
need  some  new  blood 

the  board,"  says  Clifford 

Mathys,  financial  secre- 
•y  of  a  retiree  group  who 
s  already  cast  his  7,200 
tes  for  Monks.  "Brennan 
not  doing  a  good  job." 
Plenty  of  stockholders 
^  they  haven't  yet  decid- 
how  to  vote,  though, 
id  Brennan  has  backers, 
),  who  question  Monks's 
1.  "It's  a  Don  Quixote 
36  of  thing,"  says  George 
lagan  of  the  Teacher  Re- 
ement  System  of  Texas, 
10  plans  to  vote  his  sys- 
n's  2.4  million  shares  for 
3  management  slate.  "I 
n't  see  how  he  can  be 
ything  but  disruptive, 
3ugh  I'm  not  saying  he 
)uld  be." 

kRDBALL.  Furthermore, 
ars'  employee  stock-ownership  plans, 
5  company's  largest  holders,  with  a 
.5%'  stake,  have  not  included  Monks  in 
2  voting  materials  they  sent  to  ESOP 
rticipants.  So  at  this  point,  they  can't 
te  for  Monks.  And  the  ES(.)P  trustees 
en't  likely  to  amend  the  voting  papers 
less  the  Labor  Dept.,  which  oversees 
OPS,  compels  them  to.  Whether  it  will 
so  is  unclear.  "We  will  do  our 
mnedest  to  see  that  the  fiduciaries  live 
to  their  responsibilities,"  vows  Assis- 
it  Labor  Secretary  David  G.  Ball, 
ars,  however,  says  when  it  met  with 


WHERE  SHAREHOIDERS  STAND  ON  MONKS 


Three  board  seals  are  at  stake.  Shareholders  have  three  voles  per  share, 
and  they  may  split  Iheir  voles  in  any  way  among  the  Sears  nominees  or 
put  all  their  votes  behind  Robert  Monks.  They  cannot  split  their  votes 
between  Monks  and  the  Sears  slate 


Institution 

Shore  ownership 

Votes 

FOR 

MONKS 

BATTERYMARCH 

16,600 

49,800 

CALIFORNIA  PUBLIC  EMPLOYEES' 

2,300,000 

6,900,000 

COLORADO  PUBLIC  EMPLOYEES' 

373,900 

1,121,700 

PENNSYLVANIA  SCHOOL  EMPLOYEES 

885,500 

2,656,500 

FOR  MANAGEMENT 

STATE  OF  WISCONSIN 

237,800 

237,800 

per  director* 

TEXAS  TEACHER 

2,400,000 

2,400,000 

per  director 

UNDECIDED 

COLLEGE  RETIREMENT  EQUITIES 

1,500,000 

4,500,000 

FLORIDA  RETIREMENT 

1,500,000 

4,500,000 

NEW  YORK  STATE  TEACHERS 

2,100,000 

6,300,000 

DATA  BW 

^Equally  for  three  directors 

Ball  and  others  on  Apr.  26,  the  depart- 
ment indicated  it  wouldn't  intervene. 

Yet  Sears  is  taking  Monks's  bid  seri- 
ously. His  Rolodex  is  full  of  names  of 
the  nation's  most  powerful  investors.  In 
1985,  after  a  stint  as  head  of  the  Labor 
Dept.'s  Office  of  Pension  &  Welfare 
Benefit  Programs,  Monks  founded  Insti- 
tutional Shareholder  Services  Inc.,  a 
firm  that  advises  many  of  the  nation's 
largest  pension  funds  on  proxy  issues. 
Last  September,  he  quit  ISS  to  pursue  his 
management-accountability  crusade. 

What's  more,  he  has  been  a  behind- 


the-scenes  player  in  several 
successful  proxy  fights.  In 
1989,  he  joined  up  with 
Richard  E.  Rainwater,  a 
former  strategist  for  the 
billionaire  Bass  brothers,  to 
defeat  a  set  of  antitakeover 
measures  proposed  by  man- 
agement at  Honeywell  Inc. 
Then,  they  prodded  the 
company  into  a  restructur- 
ing. And  last  year,  Monks 
and  Dallas  investor  Harold 
C.  Simmons  helped  force 
Lockheed  Corp.  to  give  in- 
stitutions more  say  in  pick- 
ing directors. 

Perhaps  Sears'  best 
weapon  against  Monks  will 
be  its  recent  performance. 
The  stock  shot  up  2Vh  on 
Apr.  18  on  the  news  that  its 
net  income  climbed  91'a  in 
the  first  quarter.  While 
PaineWebber  Inc.'s  Margo 
F.  McGlade  notes  that  the 
sale  of  a  shopping  center  by  the  compa- 
ny's Coldwell  Banker  Real  Estate  Group 
added  about  $68  million  to  that  total,  the 
results  encouraged  some  investors. 

In  the  coming  days.  Sears  seems  set 
to  keep  playing  hardball.  Says  Jay  W. 
Lorsch,  a  corporate-governance  expert 
at  Harvard  business  school:  "It's  a  dirty 
fight,  and  I  think  it's  going  to  get 
worse."  Other  underperforming  compa- 
nies, who  may  be  vulnerable  to  similar 
battles,  can  only  hope  Monks  doesn't 
pull  off  a  come-from-behind  victory. 

Bj/  .Julia  Flynn  Siler  in  Chicago 


NKINGI 


lEW  ENGLAND'S  SHAKY 
tANKS:  OUT  IN  THE  COLD? 


ivestors  want  only  risk-free  deals  like  BNE's 


1^1  hen  regulators  selected  a  buy- 
t^^m  er  for  Bank  of  New  England's 
W^m  failed  units,  bankers  from 
line  to  Connecticut  were  exultant.  A 
lution  to  the  region's  worst  banking 
isco,  they  believed,  would  ease  the  cri- 
;  across  New  England.  But  most  im- 
rtant,  they  reasoned,  the  selection  of 
eet/Norstar  Financial  Group  Inc.  and 
^hlberg  Kravis  Roberts  &  Co.  would 
courage  other  investors  to  pour  much- 
eded  capital  into  the  area's  troubled 
nks.  In  picking  a  bidder  financed  by  a 
■nbank  investment  firm,  regulators 
ely  shared  that  expectation. 
Unfortunately,  the  New  England 
nkers  and  the  regulators  will  probably 


be  disappointed.  Private 
investors  are  studying 
the  Fleet-KKR  deal  with 
great  interest.  But  they 
are  unlikely  to  commit 
much  in  the  way  of  funds 
for  acquisitions  without 
government  assistance. 
They  will  even  shy  away 
from  government-spon- 
sored "open  bank"  deals, 
in  which  the  Federal  Deposit  Insurance 
Corp.  injects  capital  into  operating 
banks.  All  they  want  are  Bank  of  New 
England-type  deals,  where  the  FDIC  as- 
sumes all  the  risks  and  the  buyer  is 
almost  assured  of  lucrative  returns. 


BIG  PAPER  PROFITS  ALREADY 


This  does  not  augur  well  for  the  gov- 
ernment. The  FDIC  could  be  required  to 
cough  up  billions  more  than  the  $2.-5  bil- 
lion the  B\E  bailout  is  likely  to  cost  be- 
fore the  New  England  banking  crisis  is 
under  control. 

One  clear  sign  that  out- 
side investors  are  only  in- 
terested in  failed  bank 
opportunities  is  the  expe- 
rience of  Bank  of  Boston 
Corp.,  one  of  the  bidders 
for  BXE.  It  lined  up  $600 
million  worth  of  commit- 
ments, provided  it  won 
the  BNE  contest.  But 
when  its  bid  failed,  the 
commitments  evaporated. 
"Nonindustry  investors 
are  going  to  gravitate  to 
Tailed  bank  situations,  be- 
cause it  gives  them  an  op- 
portunity to  start  with  a 
clean  slate,"  says  Robert  A.  Nau,  man- 
aging director  of  Salomon  Brothers  Inc. 
"That's  where  the  action  is,"  adds  in- 
vestment banker  Edward  Annunziato  of 
Merrill  Lynch  &  Co. 
There's  no  doubt  that  the  BNE  deal  is 
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sweet.  In  return  for  $625  million,  Fleet 
and  KKR  picked  up  $12  billion  in  interest- 
bearing  assets.  Fleet  also  has  an  option 
to  return  to  the  FDIC  any  loan  it  doesn't 
want  over  the  next  three  years.  The 
FDIC  indemnified  Fleet  from  lawsuits  in- 
volving BXE  and  voided  bxe's  leases,  al- 
lowing Fleet  to  close  branches. 
STOCK  SURGE.  Although  big  returns  are 
not  expected  for  four  years,  KKR  and  its 
investors  already  have  earned  about 
$140  million  in  paper  profits.  As  part  of 
the  deal,  they  agreed  to  purchase  $"^83 
million  in  Fleet  preferred  stock,  at  $1'  65 
a  share.  They  also  received  warrant  to 
buy  6.5  million  shares  of  Fleet.  -  le 
stock  now  trades  at  24,  up  W(  sinci  ne 
deal  was  announced  on  Apr.  22. 

Many  private  investors  are  clearly  in- 
trigued by  bank  deals.  LBO  firms  are  ex- 
amining likely  acquisitions.  In  addition 
to  the  potential  riches  produced  by  the 
BXE  deal,  they  have  been  attracted  by 
the  recent  surge  in  bank  stocks.  "It's 
pretty  clear  that  a  lot  of  people  are  in- 
terested in  investing  in  recapitalized 
banks  of  the  future,"  says  Harrison 
Young,  the  FDlC's  chief  negotiator  in  the 
BXE  transaction.  "It's  true  at  all  size  lev- 
els, including  community  banks." 

Still,  it's  becoming  clear  to  bankers 
that  potential  investors  will  only  play  if 
they  get  the  sort  of  deal  that  KKR  got, 
especially  the  limitation  of  downside 
risk.  Banks  throughout  the  region  are 
still  carrying  a  pile  of  bad  loans  on  their 
books  (table).  Investors  want  no  part  of 
bad  assets.  Only  "a  purged  balance 
sheet  can  bring  in  new  capital,"  says 
Brian  Smith,  a  former  counsel  to  the 
Comptroller  of  the  Currency. 

And  that's  not  the  only  liability  inves- 
tors don't  want.  In  New  Hampshire,  doz- 


ens of  real  estate  developers  have  filed 
suit  against  local  banks  for  calling  in 
loans  or  restricting  credit  lines.  Other 
banks  are  committed  to  long-term  leases 
on  unwanted  offices  and  branches  that 
make  cost-cutting  hard.  "No  one  in  their 
right  mind  is  going  to  make  an  invest- 
ment up  here  without  indemnification," 
says  one  New  Hamp- 
shire bank  executive. 

The  stiffer  terms  that 
investors  are  demand- 
ing is  disturbing  news 
for  New  England's 
more  capital-starved 
banks.  For  months  prior 
to  the  BXE  sale,  many 
had  been  working  on 
their  own  deals  to  raise 
money.  Encouraged  by 
FDIC  Chairman  L.  Wil- 
liam Seidman,  the 
banks  hoped  to  attract 
investors  with  detailed 
plans  for  cost  reduc- 
tions and  asset  sales. 
And  they  were  counting 
on  fresh  FDIC  capital  to 
create  a  more  appealing 
environment  for  inves- 
tors. Regulators  prefer 
providing  open-bank  as- 
sistance to  banks  that 
can  stand  on  their  own. 
That  way  a  bank  can 
continue  to  function  and 
preserve  its  franchise. 

Things  aren't  work- 
ing out  quite  that  nice- 
ly, however.  Consider 
Dartmouth  Bancorp  in 
Manchester,  N.  H.  With 
$977  million  in  assets. 


the 


BAD  LOANS  PILE  UP 
IN  NEW  ENGLAND 

Nonperforming  loans  as  a 
percent  of 
total  bank  loans'^ 

CONNECTICUT 

10.4% 

MASSACHUSETTS 

8.0 

RHODE  ISLAND 

7.1 

NEW 

HAMPSHIRE 

5.0 

MAINE 

4.3 

VERMONT 

3.0 

NEW  ENGLAND 
AVERAGE 

7.8 

NATIONAL 
AVERAGE 

3.7 

■Asof  D«  31,  1990 

DATA:  SHESHUNOFF  INFORMATION  SERVICES 

the  bank  is  burdened  by  bad  re£ 
estate  loans  totaling  15"^  of  its  port 
folio.  It  was  trying  to  put  together 
deal  with  private  investors  that  ir 
eluded  a  merger  with  crosstown  r 
val  Numerica  Financial  Corp.  It. 
eluded  in  the  deal  would  be  somj 
open-bank  assistance  from  the  FDIC 
say  bankers  and  investors.  Nov, 
however,  investors  want  the  FDIC  t 
shield  them  against  bad  loans. 
GROWING  PRESSURE.  Another  deal  i: 
jeopardy  involves  Citytrust  Bancor 
Inc.  in  Bridgeport,  Conn.  With  $ 
billion  in  assets,  the  bank  had  hopei 
to  use  FDIC  assistance  to  attract  pr 
vate  capital.  Analysts  now  expect  i 
may  have  to  fail  before  any  inves 
tors  make  a  cornmitment. 

Duplicating  the  Fleet-KKR  deal  i 
bound  to  be  costly  for  the  FDic' 
Bank  Insurance  Fund.  The  fund  i 
already  under  growing  financia 
pressure.  The  General  Accountinj 
Office,  which  is  currently  auditinj 
FDlC's  1990  financial  statements 
says  the  reserves  in  the  fund  totaled  n 
more  than  $5  billion  at  yearend.  That's  ; 
record  low  of  26$  per  $100  of  deposits 
The  FDIC  still  insists  that  the  fund  ha 
$8.4  billion. 

In  getting  New  England  banking  bad 
on  an  even  keel,  regulators  may  have  n- 
other  choice  but  to  kee] 
shelling  out  cash.  Th 
only  enticing  alternative 
for  investors  might  be  ; 
merger  that  generate 
huge  cost  savings.  Evei 
then,  the  pile  of  bai 
loans  at  most  New  Er 
gland  banks  could  dis 
suade  investors.  Botl 
Bank  of  Boston  an( 
BankAmerica  Corp.  o 
San  Francisco  are  ru 
mored  to  be  intereste( 
in  acquiring  Shawmu 
National  Corp.  in  Harl 
ford.  But  analysts  sa; 
that  such  a  deal  woul< 
probably  need  majo 
FDIC  assistance.  "Yoi 
can't  sell  it  with  a  ba( 
loan  portfolio,"  says  ai 
investment  banker.  "N( 
one  would  show  up." 

The  marketplace  ma; 
help  solve  the  New  En 
gland  banking  crisis 
But  it  increasingly 
looks  like  the  govern 
ment  will  have  to  d( 
most  of  the  work. 

By  Geoffrey  SmitI 
in  Boston,  ivith  Lea) 
Nathans  Spiro  in  Net 
York  and  bureau  report 
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Commentary/by  Catherine  Yang 


FANNIE,  FREDDIE,  AND  SALLIE:  REGULATE  WITH  CARE 


1000 


Life  may  never  be  the  same  for 
Fannie,  Freddie,  Sallie,  and  their 
siblings.  Over  the  past  decades, 
lese  government-chartered  but  share- 
older-owned  corporations  have  grown 
)  the  point  where  they  account  for 
[)%  of  debt  issued  by  U.  S.  financial 
Dmpanies.  Yet  while  they  are  beloved 
y  investors,  they've  remained  relative- 
'  unnoticed  by  government  officials. 
Now  they're  coming  under  growing 
:rutiny  that  could  end  their  carefree 
'ay  of  life.  On  Apr.  30,  Treasury  offi- 
als  and  the  Congressional  Budget  Of- 
ce  recommended  bringing  the  compa- 
ies,  also  known  as  government- 
ponsored  enterprises  (GSEs),  under 
ghter  supervision. 

Good  idea.  Unlike  other  financial  in- 
titutions,  no  one  is  questioning  the 
ealth  of  the  GSFs,  which 
iclude  the  Federal  Na- 
onal  Mortgage  Assn. 
•"annie  Mae),  the  Federal 
[ome  Loan  Mortgage 
orp.  (Freddie  Mac),  the 
tudent  Loan  Marketing 
.ssn.  (Sallie  Mae),  the 
ederal  Home  Loan 
;anks,  and  the  Farm 
Tedit  System.  But  if  dire 
roblems  developed  in 
leir  portfolios,  it  could 
e  a  nightmare  for  the 
overnment,  which  implic- 
-ly  guarantees  $1  trillion 
1  GSE  paper. 

OUSE  RULES.  But  in  rein- 
ig  in  the  GSEs,  the  gov- 
rnment  must  not  overdo 
,.  That  might  choke  off 
16  entrepreneurial  spirit 
nd  concern  for  social 
oals  that  has  made  the 
SEs  succeed.  These  cor- 
orations  have  prospered  by  providing 
adly  needed  financing  for  housing, 
ducation,  and  agriculture.  Basically, 
ley  give  liquidity  to  these  markets, 
'annie  and  Freddie  buy  home  mort- 
ages  from  lenders  and  repackage 
lem  for  sale  to  investors.  Sallie  does 
ae  same  for  student  loans. 

The  GSEs  have  been  outstanding  per- 
armers,  producing  returns  on  equity 
ar  higher  than  most  financial  institu- 
ons.  Fannie,  the  most  profitable  of 
le  lot,  eai-ned  more  than  30%  in  1989 
nd  1990.  Much  of  that  success,  critics 
rgue,  is  thanks  to  federal  guarantees. 

Burned  by  the  savings-and-loan  de- 
acle,  Bush  Administration  officials 


want  to  forestall  the  possibility  that 
those  guarantees  could  end  up  costing 
the  government  a  lot  of  money.  When 
the  Farm  Credit  System  became  insol- 
vent in  1987,  the  government  agreed  to 
pump  in  $4  billion.  Now,  most  experts 
say  the  ultimate  cost  of  the  rescue  will 
total  half  that  amount.  "The  whole  pur- 
pose here  is  to  avoid  cleaning  up  anoth- 
er financial  mess,"  says  Assistant 
Treasury  Secretary  Jerome  H.  Powell. 
So  the  government  wants  to  set  up 
house  rules  for  its  corporate  offspring 
to  make  safety  and  soundness  higher 
priorities  than  social-policy  goals. 

The  Treasury  hopes,  for  example,  to 
strengthen  the  casual  scrutiny  of  Fan- 
nie Mae  and  Freddie  Mac  by  the  Hous- 
ing &  Urban  Development  Dept.  by 
creating  a  new  unit  of  financial  regula- 


MOUNTING  FEDERAL  AGENCY  DEBT 


BILLIONS  OF  DOLLARS 


DATA:  AGENO  REPORTS,  FEDERAL  RESERVE  BOARD,  U  S  BUDGET  OFFICE 


tion  within  HUD.  The  unit  would  be 
kept  separate  from  the  hud  officials 
responsible  for  promoting  housing. 

Treasury  and  the  CBO  want  to  model 
the  supervision  of  Fannie,  Freddie,  and 
their  brethren  on  bank  regulation,  rely- 
ing on  financial  indicators  such  as  capi- 
tal levels  to  measure  the  companies' 
health.  They  want  supervisors  to  set 
capital  requirements  tailored  to  the 
specific  risks  of  each  entity. 

If  the  companies  fall  short,  regula- 
tors could  take  actions  ranging  from  a 
request  for  more  capital  and  an  order 
to  suspend  dividends  to  the  removal  of 
directors  and  officers  in  the  worst 
cases.  Supervisors  also  would  get 


broader  access  to  the  GSEs'  books. 

Government  auditors  insist  they 
don't  want  to  micromanage.  "You  want 
to  tie  regulation  to  financial  ratios  so 
that  regulators  don't  get  into  day-to- 
day operations,"  says  Larry  D.  Harrell, 
an  assistant  director  at  the  General  Ac- 
counting Office,  which  will  issue  its  re- 
port on  GSEs  in  late  May. 

While  GSE  officials  are  open  to  im- 
proved supervision,  they  want  to  ward 
against  overly  intrusive  regulation. 
"Regulators  are  not  trained  to  make 
business  decisions  for  companies," 
says  Leland  C.  Brendsel,  chairman  of 
Freddie  Mac.  "If  they  put  themselves 
in  that  position,  they  could  wind  up 
harming  the  institutions." 
CAREFUL  BALANCE.  Given  the  recent 
problems  in  banking,  those  designing 
rules  for  the  GSEs  should 
be  leery  about  how  far 
they  push  the  analogy 
with  depository  institu- 
tions. "There's  no  evi- 
dence that  bank  regula- 
tion is  a  sound  model," 
says  Freddie  Mac's 
Brendsel. 

The  swing  to  tighter 
regulation  of  banks  after 
a  decade  or  more  of  slop- 
py lending  has  improved 
that  industry's  health. 
But  it  exacerbated  the  re- 
cession by  drying  up  cred- 
it to  real  estate  and  other 
sectors.  If  zealous  watch- 
dogs impose  harsh  con- 
straints on  the  GSES, 
housing,  education,  and 
agriculture  may  bear  the 
brunt. 

The  regulation  of  any 
financial  institution  is 
tricky.  But  with  corporations  as  com- 
plex as  Fannie,  Freddie,  or  Sallie,  the 
difficulties  are  magnified.  The  GSEs'  so- 
cial mandate  and  financial  strength 
need  to  be  carefully  balanced.  Fannie 
Mae  could  suffer  if  it  bought  too  many 
mortgages  from  low-income  home  buy- 
ers to  promote  homeownership  among 
the  poor.  Yet  low-income  borrowers 
could  lose  out  if  Fannie  concentrated 
too  much  on  the  bottom  line. 

The  GSEs  have  become  a  massive 
force  in  financial  markets,  and  the  gov- 
ernment has  a  duty  to  taxpayers  to 
keep  them  healthy.  But  regulators 
must  be  careful  lest  they  lose  sight  of 
the  purpose  of  those  they  supervise. 
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See  how  exciting 


perfection  can  be 


It  might  not  look  like  much.  But  to  us  its  the 
picture-perfect  flight.  Because  your  comfort  is 
our  concern.  Its  why  our  First  Class  seats  give 
you  plenty  of  elbow  room.  And  tip  ali  the  way 
back  (we  don't  call  them  ■  sleepers"  for  nothing). 
Of  course,  no  matter  which  class  you  fly  our 
concern  extends  to  more  than  just  your  comfort. 
It  involves  everything,  from  the  way  our  chefs 
prepare  your  gourmet  meals  to  the  way  our  flight 
attendants  greet  you.  In  fact,  we  think  of  our  con- 
cern as  a  passion.  And  you  can  see  it  in  every- 
one who  works  for  Lufthansa.  A  passion  for 
perfection'^'''  that  ensures  you  the  best  flying 
experience  possible. 


A  passion  for  perfection: 


Lufthansa 


Lufthansa  ;s  a  oarticjpa'^r  :n  the  r-t:ieace  Drograms  of  Uniiec.  Dei'a. 
USAir  and  Continental  See  your  Travel  Agenl  for  aeiaiis 


Y  GENE  G.  MARCIAL 


:ONSECO:  CLEANING 
JP  ON  THE 
NSURANCE  MESS 


oney  manager  Stanley  Gold- 
ring  doesn't  believe  in  pursu- 
ing dozens  of  stocks.  Over  the 
ast  two  years,  he  has  focused  primari- 
r  on  just  two  issues,  both  of  which 
ave  tripled  since  he  bought  them.  His 
lore  recent  winner:  Conseco,  a  life- 
isurance  holding  company. 
Goldring,  a  managing  partner  at  La- 
enburg  Thalmann's  KG  Securities  divi- 
ion,  started  buying  into  Conseco  in 
fovember,  when  it  was  selling  in  the 
)w  20s.  It  has  since  zoomed  to  68. 
■oldring's  earlier  pick  was  Amgen,  an- 
ther superwinner,  which  he  discov- 
red  in  May,  1990,  when  the  stock  was 
t  36.  Now,  it's  at  130. 
Big  Board-listed  Conseco,  which  spe- 
ializes  in  acquiring  life  and  health  in- 
urers  with  sizable  assets,  has  been 
igh  on  the  shorts'  list.  They  say  Con- 
sco  faces  gigantic  financial  woes.  The 
horts  question  its  accounting  practices 
nd  describe  current  debt  as  too  heavy, 
hey  also  doubt  Conseco's  ability  to 
astain  the  robust  earnings  that  big 
ivestors,  including  the  legendary  John 
empleton,  are  expecting.  Templeton 
as  accumulated  an  11%  stake.  Con- 
Bco  Chairman  Stephen  Hilbert  says 
arnings  growth  will  meet  expecta- 
ons.  "We  have  no  asset  problem,  our 
apital  base  is  growing  and  debt  has 
een  cut  dramatically." 
With  Conseco's  phenomenal  rise,  the 
hort  position  in  the  stock  has  bal- 
)oned  to  some  800,000  shares,  or 
bout  407c  of  the  issue's  float.  Insiders 
wn  some  32%  of  the  stock,  and  Gold- 
ing  and  Templeton  have  an  additional 
1%.  The  shorts  insist  that  Conseco, 
?hich  has  4.9  million  shares  outstand- 
ig,  is  sure  to  tumble  sometime  soon. 
HORT  SQUEEZE?  Goldring  and  other 
lonseco  fans,  including  ace  insurance 
nalyst  Ray  Dirks  of  Baird  Patrick, 
[link  otherv/ise.  (Dirks  is  being  investi- 
ated  by  the  SEC  on  charges  of  insider 
rading  in  Conseco's  stock.  Dirks  says 
tie  allegations  are  "totally  untrue  and 
idiculous.")  The  bulls  argue  that  Con- 
eco  is  headed  for  even  higher  ground. 
Goldring  figures  it  will  hit  $85  to  $100 
share  over  the  next  6  to  12  months 
n  earnings  alone.  And  he  thinks  a 
hort  squeeze  could  develop  as  it  rises. 

Goldring  sees  earnings  of  $8  a  share 
his  year  and  more  than  $10  in  1992,  vs. 


CONSECO  IS 
ON  A  ROLL 


JAN.  2 
A  DOLURS 
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last  year's  $5.  "The  stock  is  awfully 
cheap  at  a  multiple  of  just  6.4  times 
1992  earnings,"  he  says. 

Because  of  the  disarray  in  the  life- 
insurance  industry,  Goldring  thinks 
Conseco  is  a  perfect  play.  The  situation 
affords  a  "golden  opportunity"  to  ac- 
quire insurers  that  could  raise  the 
quality  of  Conseco's  assets  while  boost- 
ing earnings  and  cutting  operating 
costs  through  economies  of  scale.  Con- 
seco recently  bought  CalFed's  Benefi- 
cial Standard  unit,  which  has  assets  of 
$2  billion  and  premiums  and  revenues 
of  $790  million.  Because  most  insurers 
have  been  under  pressure,  Conseco 
was  able  to  pick  it  up  for  $140  million. 

Conseco's  total  assets,  which  the 
company  says  have  only  minor  expo- 
sure to  junk  bonds  and  mortgage 
loans,  have  grown  from  just  $100  mil- 
lion in  1982  to  $8.3  billion  on  Dec.  31, 
1990.  Earnings  have  soared  as  well, 
from  50$  a  share  to  10  times  that. 


ITALIAN  EYEGLASSES 
THE  U.S.  LOVES 


Luxottica,  already  a  hit  with  the 
chic  set,  may  soon  make  it  big  on 
Wall  Street.  The  Italian  manufac- 
turer of  eyeglass  frames,  including 
pricey,  fashionable  ones  for  such  de- 
signers as  Giorgio  Armani  and  Yves 
St.  Laurent,  sells  worldwide,  but  some 
60%'  of  its  output  goes  to  the  U.  S. 

Luxottica's  stock,  which  trades  on 
the  Big  Board  through  American  De- 
positary Receipts  (ADRs),  has  already 
had  a  nifty  rise,  from  20  in  January, 
just  above  its  initial  offering  of  19  a 
year  earlier,  to  30.  But  some  pros  think 
it  has  a  lot  further  to  go.  "In  this  slow- 


growth  economic  environment,  we're 
concentrating  our  bets  on  unrecog- 
nized growth  companies  that  will  show 
sustained  earnings,"  says  Tom  Mudge, 
a  portfolio  manager  and  analyst  at  BBK 
in  San  Francisco.  He  has  been  a  big 
buyer  on  the  belief  that  the  stock  could 
double  this  year  on  strong  earnings. 

Mudge  sees  earnings  hitting  $2.15  a 
share  this  year,  vs.  last  year's  $1.83, 
rising  to  $2.60  in  1992.  He  says  the 
company  is  emphasizing  designer 
frames,  which  bring  in  operating  profit 
margins  of  about  20%.  But  he  notes 
that  Luxottica  is  also  pushing  its  mid- 
priced  frames  through  Wal-Mart 
Stores,  which  has  agreed  to  sell  Luxot- 
tica frames  at  the  new  eyeglass  cen- 
ters it  has  set  up  in  several  stores. 
That,  says  Mudge,  should  further  ex- 
pand Luxottica's  penetration  of  the 
U.  S.  market,  where  its  biggest  cus- 
tomers already  include  national 
eyewear  chains  LensCrafters  and 
Pearle  Vision  Centers. 


CAN  PRICE  CO.  SHAKE 
OFF  ITS  SLUMP? 


Cash-and-carry  warehouse  retail- 
ers have  been  stellar  performers 
this  year — except  for  Price  Co., 
which  has  been  conservative  about 
opening  new  stores.  Its  "eroding  profit 
margins  and  meager  sales-volume 
growth  have  been  a  big  concern,"  says 
Dick  Pyle,  a  managing  director  at  Pip- 
er, Jaffray  &  Hopwood. 

Even  so,  some  big  investors  have 
been  snapping  up  shares  recently, 
pushing  the  stock  from  40  in  mid- 
March  to  50.  Why?  They  contend  that 
Price  is  becoming  aggressive,  with 
plans  to  open  as  many  as  20  new  stores 
this  year,  increasing  the  total  to  71. 

"I've  become  wildly  bullish  on 
Price,"  says  investment  manager  Bill 
Harnisch,  managing  partner  of  Forst- 
mann-Leff  Associates.  He  thinks  it  will 
accelerate  earnings  growth  to  a  pace 
of  20%  to  25%  starting  next  year,  with 
earnings  rising  to  $2.80  a  share  in  cal- 
endar 1991,  $3.40  in  1992,  and  $4  in 
1993,  vs.  1990's  $2.55.  As  a  result,  Har- 
nisch is  forecasting  a  sharp  rise  in  its 
price-earnings  multiple.  Price's  closest 
competitor,  Costco  Wholesale,  has  a  p-e 
of  43.  Price's  p-e  is  currently  at  17,  off 
from  as  high  as  27  four  years  ago. 

Some  pros  say  management  is  start- 
ing to  pay  attention  to  shareholder  val- 
ue. That  suggests  to  some  analysts 
that  Price  may  sell  or  spin-off  to  hold- 
ers part  of  its  real  estate,  estimated  to 
be  worth  $700  million,  or  $14  a  share. 
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PHARMACEUTICALS  I 


THE  SEARCH 
FOR  SUPERDRU6S 


A  union  of  biotech  and  chemistry  may  conquer  the  great  killers 


As  senior  director  of  basic  chemis- 
try at  pharmaceutical  power- 
house Merck  &  Co.,  Joshua 
Boger  was  an  unlikely  defector.  With 
the  No.  1  drugmaker's  largest  research 
budget,  a  staff  of  60  top  scientists,  and  a 
compensation  package  sure  to  make  him 
a  millionaire,  Boger  had  one  of  the  most 
coveted  of  drug  industry  jobs. 

But  three  years  ago,  Boger  left 
Merck,  declaring  it  unable  to  exploit  the 
advanced  research  techniques  he  deems 
vital  for  drug  development.  Now,  he's 
running  a  new  drug-design  company 
called  Vertex  Pharmaceuticals  Inc.  with 
2.5  like-minded  scientists.  And  he  has  col- 
lected an  eyepopping  $47  million  in  back- 
ing, two-thirds  of  it  from  Japanese  drug 
giant  Chugai  Pharmaceutical  Co. 
NEW  WAVE.  Boger  is  at  the  vanguard  of 
a  revolutionary  approach  to  drug  devel- 
opment. Few  drugmakers  admit  it,  but 
privately  their  executives  say  traditional 
research  techniques  just  don't  cut  it  any- 
more. The  old  way — screening  thou- 
sands of  chemicals  in  a  hit-or-miss 


search — is  inefficient  and  wastes  time. 
That's  why  it  can  now  cost  more  than 
$200  million  to  bring  one  drug  to  market. 

Boger  and  others  like  him  are  carry- 
ing the  flag  for  a  new  wave  of  R&D  often 
called  "rational  drug  design."  Dozens  of 
these  entrepreneurs  are  consummating 
the  long-awaited  combination  of  biotech- 
nology and  chemistry — a  union  that 
promises  to  streamline  and  enhance 
drug  development  and  reshape  the  bio- 
tech and  pharmaceutical  industries.  This 
year,  the  first  "superdrugs"  from  this 
marriage  will  enter  human  testing.  "Ev- 
erything is  coming  together,"  says 
Brook  Byers,  a  biotechnology  venture 
capitalist.  "Chemistry  and  biology  to- 
gether will  create  the  drugs  of  the  '90s." 

Super  is  the  right  term  for  these 
promised  compounds.  Superdrugs  should 
be  far  more  effective  against  disease 
and  have  fewer  side  effects  than  current 
drugs.  The  new  approach  should  also 
lead  to  treatments  for  ills  that  today's 
drugs  can't  cure:  Alzheimer's,  cancer, 
heart  disease,  AIDS,  rheumatoid  arthritis. 


and  multiple  sclerosis.  Within  a  decad 
"all  drug  companies  will  use  thes 
tools,"  predicts  Dr.  Hans  Mueller,  pres 
dent  of  Nova  Pharmaceutical  Corp. 

Dozens  of  companies  pioneering  exo 
ic-sounding  approaches  such  as  ant 
sense  technology,  carbohydrate  chemi: 
try,  and  neuroscience,  are  exploitin 
some  aspects  of  rational  drug  desigi 
These  startups  bear  little  resemblance  1 
either  conventional  biotech  companies  c 
traditional  drug  behemoths.  Rationi 
drug  design  requires  a  highly  collabor; 
five  effort  of  biologists  and  chemists  ar 
masters  of  such  high-tech  arts  s 
X-ray  crystallography.  This  means  tl- 
biotech  companies  that  made  a  living  b 
perfecting  a  single  technology,  such  £ 
gene-splicing,  must  broaden  their  focu 
Bureaucratic,  chemistry-based  drugmal 
ers  must  change,  too — or  sign  up  tl" 
rational  drug  companies  as  suppliers  ( 
R&D.  Says  Biogen  Inc.  Chairman  Jamt 
L.  Vincent,  a  former  president  of  Abbo' 
Laboratories:  "It  takes  a  totally  diffe 
ent  culture  to  increase  the  rate  at  whic 
new  drugs  are  created." 

To  understand  why  requires  a  trip  t 
the  body's  atomic  level.  There,  million 
of  chemicals  and  cells  interlock  lik 
pieces  of  a  three-dimensional  jigsaw  pu; 
zle.  Every  function,  from  blinking  a 
eye  to  digesting  a  steak  dinner,  1 
caused  by  chemicals  docking  with  ce 
receptors,  a  special  protein  "lock"  on  th 
surface  of  a  cell.  These  chemicals  hav 
structures  called  ligands  that  serve  a 
keys  to  open  those  locks.  Only  when  the 
junction  takes  place  can  the  chemical  d( 
liver  its  instruction  to  the  cell.  Drug 


BIOTECH 

Genetically  engineered 
drugs  are  replicas  of 
the  body's  own  dis- 
ease-fighting proteins 
(left  and  below).  They 
work  precisely  and 
have  few  side 
effects,  but  are  cpstly 
to  make,  and,  because 
they  are  'big'  mole- 
cules, must  be  injected  ; 


CHEMICAISCREEHIH6 

Thousands  of  chemicals 
are  screened  in  o  , 
time-consuming  trial- 
ond-error  method. 
But  these 'small' 
molecules  con  be  taken 
by  pill  and  are 
inexpensive  to  make. 
Onedrawback: 
They  can  havie  serious 
side  effects 
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mic  this  process  by  docking  with  re- 
)tors,  whether  it's  to  latch  onto  a  can- 
•  cell  and  kill  it  or  to  make  cells  stop 
)ducing  a  harmful  protein, 
^''or  years,  biotechnologists  argued 
it  the  best  new  drugs  would  amplify 
;  body's  own  disease-fighting  chemi- 
s.  Copies  of  proteins,  they  thought, 
lid  be  highly  precise  therapeutics, 
at  approach  produced  some  big  hits: 
es  of  just  five  gene-spliced  drugs — 
man  insulin,  human  growth  hormone, 
ha  interferon,  TPA,  and  EPO — now  ex- 
•d  $1  billion  a  year. 
3ut  biotech  drugs  succeed  against  big 
is.  "It's  like  trying  to  open  a  door 
:h  a  key  mounted  on  the  front  of  the 
odyear  blimp,"  says  Genentech  Inc. 
sntist  Michael  C.  Venuti.  These  huge 
lecules  are  delicate.  If  disrupted,  they 
I't  work.  That  makes  them  costly  to 
nufacture  and  hard  to  administer: 
ey're  injected,  because  in  pill  form 
jy're  chewed  up  in  the  stomach.  And 
tir  origins  in  nature  make  them  tricky 
patent. 

lY  YIELD.  The  synthetic  chemicals  that 
!  the  staple  of  the  pharmaceutical  in- 
5try  avoid  many  of  these  pitfalls, 
ey  are  small  molecules,  given  orally, 
i  are  inexpensive  to  make.  But  the 
illenge  with  these  molecules,  which 
!  foreign  to  the  body,  is  finding  com- 
ands  that  work.  Chemistry-based  com- 
lies  rely  on  screening  that  exposes 
ndreds  of  thousands  of  chemicals  to 
Is  to  see  if  they  produce  an  effect, 
is  generates  a  tiny  yield: 
3  success  in  10,000  tries. 
Vow,  the  new  breed  of  drug 
signers  combines  the  best  of 
:h  worlds.  Instead  of  hit-or- 
5S  screening,  they  use  bio- 
;h  to  help  them  work  back- 
:',rd  from  what  biologists 
ow  about  a  disease  and  how 
!  body  fights  it.  With  recom- 
lant  DNA  and  other  genetic 
gineering  feats,  scientists 
ike  large  quantities  of  natu- 

proteins,  then  use  them  as 
search  tools  for  designing 
Dter  synthetic  compounds, 
jenentech's  program  to  de- 
lop  a  drug  called  Ilb/IIIa  in- 
)itor  is  a  case  in  point.  An- 
ler  Genentech  drug,  called 
A.,  prevents  heart  attacks  by 
making  up  blood  clots.  But 

violent  action  is  the  equiva- 
it  of  ripping  a  scab  off  a 
lund.  The  body  tries  to  form 
other  scab  to  stop  the  bleed- 
^ — which  can  quickly  lead  to 
other  clot.  Now,  scientists 
nk  they  have  a  chemical 
it  will  help  solve  the  prob- 
n.  They  have  cloned  the  lib/ 
a  receptor  found  on  blood 
Is  called  platelets.  These  re- 


stick  to- 

gemer.  rjerieiitech  is  testing  several 
small  molecules  designed  to  gum  up  the 
platelet  receptors,  cutting  the  chance  of 
another  clot.  This  drug  could  eventually 
be  given  by  pill,  so  patients  could  take  it 
regularly  to  prevent  heart  attacks. 

The  companies  that  are  pursuing  such 
approaches  fall  into  two  categories.  Ra- 
tional drug  startups  such  as  Arris,  Ver- 
tex, Agouron,  British  BioTechnology, 
and  Biocryst  are  trying  to  integrate  bio- 
tech and  chemistry  into  a  broadly  appli- 
cable drug  design  system  (page  96).  Doz- 
ens of  other  companies  are  incorporating 
elements  of  rational  design  in  their  own 
drug  development  programs. 

For  instance,  many  old-line  biotech 


...AND  IN  THE  FUTURE 


STEP  1  BIOTECH  Scientists  pinpoint 
proteins  that  ore  central  to  a  disease.  By 
genetic  engineering,  they  make  copies  of 
them  and  probe  how  they  react  with  cells 

PROTEIN  CRYSTALIOGRAPHY 

Researchers  grow  crystols  that  reveal  the 
3-D  structures  of  the  proteins.  An  X-ray 
beam  bombards  the  crystals,  and  a  com- 
puter assembles  the  refraction  patterns  to 
show  where  each  atom  is  placed 

STEPS  COMPUTER  MODELING 

Computer  programs  create  3-D  images  of 
the  molecular  structure  of  the  protein.  This 
helps  chemists  identify  on  which  part  of 
the  cell  a  drug  might  work 

STEP  4  CHEMICAI  SYNTHESIS  The 

drug  is  designed  on  a  computer,  which 
can  also  run  a  simulated  test  of  it.  This  im- 
proves the  chances  of  arriving  at  the  best 
chemical  compound  but  may  be  repeated 
many  times  before  testing  establishes  that 
the  synthetic  drug  indeed  wprks 

DATA:  AGOURON,  BW 


companies  now  see  that  small  is  beauti- 
ful. "If  you  want  to  be  a  big  player,  you 
must  have  small  molecules,"  says  No- 
va's Mueller.  Chiron  Corp.  has  set  up  a 
company  called  Protos  to  pursue  small- 
molecule  projects.  Biogen  is  testing  a 
version  of  the  leech  venom  hirudin  as  a 
small-molecule  anticoagulant.  Immunex 
Corp.  is  working  with  Sterling  Drug  Inc. 
on  rational  drug-design  projects,  too. 

Meantime,  small  molecules  may  help 
give  new  life  to  monoclonal  antibody 
drugs.  Antibodies  were  to  be  magic  bul- 
lets that  could  home  in  on  diseased  cells 
and  kill  them.  But  the  Y-shaped  antibod- 
ies are  huge  and  hard  to  work  with. 
Cytogen  Corp.  and  others  are  trying  to 
make  synthetic  molecules  that  mimic  the 
part  of  the  Y  that  is  the  targeting  por- 
tion of  the  antibody.  Linking  those  to  a 
drug  could  create  guided  missiles  to  de- 
liver medicine  to  cells. 

As  rational  drug  design  picks  up  mo- 
mentum, many  medical  startups  don't 
want  to  be  called  biotech  companies  any- 
more. A  dozen  or  so  companies  that  are 
zeroing  in  on  drugs  to  fight  nervous- 
system  disorders  have  used  biotech  to 
unravel  brain  function.  But  they'll  likely 
use  chemical  synthesis  to  create  their 
drugs.  Alkermes'  first  product,  for  in- 
stance, is  likely  to  be  a  small  molecule. 
"Chemistry  is  the  cornerstone  of  the 
company,"  says  President  Richard  Pops. 

Another  hot  area  for  small  molecules 
is  carbohydrate  research.  Sugar  mole- 
cules play  a  vital  role  in  cell  adhesion, 
which  lets  inflammatory  chem- 
icals migrate  to  a  site  in  the 
body  and  damage  it — as  in 
rheumatoid  arthritis.  A  critical 
step  in  the  process  appears  to 
be  the  binding  of  carbohydrate 
ligands  to  certain  cell  recep- 
tors. So,  companies  such  as 
Cytel,  Glycomed,  Biocarb,  and 
.A,lpha-Beta  Technology  are 
pursuing  drugs  that  interfere 
with  that  binding. 
'ANTiSENSE.'  The  ultimate  are- 
na for  biotech-chemistry  syner- 
gy could  be  "antisense  technol- 
ogy." The  double-helix  ribbon 
of  DN.\  gives  cells  their  genetic 
instructions.  At  least  half  a 
dozen  companies,  including 
Gilead  Sciences,  Hybridon, 
Isis,  Genta,  and  Synthecell,  are 
trying  to  develop  short  strands 
of  DNA-like  chemicals  that 
would  short-circuit  harmful  ge- 
netic messages.  The  approach 
is  speculative.  But  such  drugs 
would  "so  narrowly  target  a 
disease  they  wouldn't  interfere 
with  anything  else  in  the 
body,"  says  Nigel  L.  Webb, 
chairman  of  Hybridon  Inc. 

Many  drug  companies  were 
cool  to  biotech,  though  Scher- 
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'   search — is  inefficient  and  wastes  time. 
'iK''^'  "    'vhy  it  can  now  cost  more  than 

'  '^o  brin^  one  drug  to  market. 


The  Sun  SPARCstation  family 
28.5  MIPS  maximum. 


What  happened  to  th( 


Our  maximum,  76  MIPS,  is  almost 
three  times  as  fast  as  theirs.  And 
our  new  Series  700  workstation 
family  starts  at  57  MlPS-exactly 
twice  Sun's  inaximum. 

The  main  reas.  >n  for  this  enormous 
advance  is  ou.  proven  PA-RISC 
architecture.  It  nables  our  work- 


stations to  achieve  a  SPECmark 
of  72.2  versus  Sun's  21. 

Where  SPARC  architecture  has 
just  about  reached  its  upper  limits 
in  speed,  our  PA-RISC  has  only 
just  begun  to  fly.  It's  wide  open 
for  future  leaps  in  performance 


as  dramatic  as  the  ones  we've  jus 
introduced. 

And  you  can  jump  right  in  and 
start  working  in  this  UNIX'  envi 
ronment.  The  top  applications 
are  already  ported  to  our  new 
generation  of  workstations.  And 
more  than  3,600  applications 


UNIX  is  a  US.  registered  tradi   .ark  of  AT&T  in  the  U.S.A.  and  in  other  countries.  €■  1991  Hewlett-Packard  Company  CPWG015 


The  HP  Apollo  RISC  workstation  family 
76  MIPS  maximum. 


Id  SPARC? 


'  now  available  on  PA- RISC. 

''s  open  design  makes  it  simple 
5t  our  workstations  into  any 
iltivendor  network.  This  also 
)tects  your  investment  by  keep- 
;  them  open  to  future  growth 
d  upgrades. 


These  days,  staying  competitive 
is  even  more  important  than  ever 
The  new  HP  Apollo  RISC  work- 
stations will  give  you  the  edge  for 
as  little  as  $12K  for  57  MIPS  and 
17  MFLOPS.  Or  $20K  for  76  MIPS 
and  22  MFLOPS. 

Call  1-800-637-7740,  Ext.  2039 


for  more  information.  Then, 
instead  of  just  striking  a  spark, 
you  can  set  the  world  on  fire. 


HEWLETT 
PACKARD 


ing,  Merck,  Eli  Lilly,  Hoffmann-La 
Roche,  and  Ciba-Geig>'  made  early  in- 
vestments. Now,  they  may  have  a  leg  up 
on  their  traditional  rivals  in  rational 
drug  design.  Still,  scientists  who  have 
left  large  companies  often  claim  that  the 
giants  don't  really  know  how  to  exploit 
the  rational  drug  approach.  "Big-compa- 
ny researchers  are  overwhelmingly 
threatened  by  new  technology,"  says 
Henry  Nordhoff,  a  former  executive  at 
Pfizer  Inc.  who  now  heads  startup 
American  Biogenetic  Sciences.  "You've 
got  to  teach  elephants  to  dance." 

Indeed,  drug  design  "seems  like  a 
very  sequential  process,"  says  Klaus 
Mueller,  head  of  Roche's  New  Technol- 
ogies Group.  But  in  rational  drug  de- 
sign, an  interdisciplinary  team  of  scien- 
tists must  continually  share  information. 
Most  large  drug  companies  have  en- 
trenched bureaucracies  that  keep  scien- 
tists in  different  disciplines  separated. 
Roche,  in  fact,  reorganized  Mueller's 


group  in  Switzerland  recently  to  better 
integrate  biotech  and  chemistry  teams. 

The  pharmaceutical  industry's  recent 
productivity  track  record  shows  the  need 
for  such  moves.  A  recent  analysis  by 
health  care  consultants  The  Wilkerson 
Group  found  that  R&D  spending  by  ma- 
jor international  drug  makers  as  a  share 
of  revenues  has  doubled  since  1980.  Yet 
the  number  of  new  drugs  introduced  has 
declined  steadily  since  1960.  "The  knowl- 
edge explosion  in  biology"  could  help  re- 
verse that  trend,  says  Robert  J.  Easton, 
president  of  Wilkerson. 
NO  GUARANTEES.  Big  drugmakers  tend 
to  agree.  Roche  bought  60%  of  biotech 
leader  Genentech  last  year  partly  to  ex- 
ploit the  potential  synergies  of  Gen- 
entch's  gene-splicers  and  Roche's  small- 
molecule  experts.  And  in  the  past  two 
years,  larger  drug  companies  have  in- 
vested more  than  $200  million  in  technol- 
ogy-rich startups  pursuing  superdrugs. 

"There's  no  guarantee  that  rational 


drug  design  will  restore  the  drug  indu 
try's  R&D  productivity.  Richard  A.  j 
Dixon,  scientific  director  of  Texas  Bi 
technology  Corp.  in  Houston  and  anot 
er  Merck  veteran,  predicts  it  will  tal 
years  to  refine  superdrug  technolog 
But  Vertex'  Boger  hopes  to  have  h 
■  first  AIDS  drug  in  testing  by  late  ne: 
year,  while  Agouron  plans  to  test  a  r 
tionally  designed  psoriasis  treatment  I 
this  fall.  Genentech  hopes  to  begin  tes 
ing  its  Ilb/IIIa  inhibitor  by  mid-1992. 

Boger  is  confident  that  small,  nimb 
companies  such  as  his  will  do  best  in  th 
new  type  of  drug  design.  But  wheth( 
the  startups  remain  independent  ar 
thrive  is  less  important  than  the  pote 
tial  their  technology  offers:  It's  almo; 
certain  to  beat  opening  the  door  to  a  ce 
with  a  key  on  the  front  of  a  blimp. 

By  Joayi  O'C.  Hamilton  in  Sa 
Francisco,  with  Geoffrey  Smith  in  Bos  to: 
John  Carey  in  Washington,  Joseph  Webt 
in  Philadelphia,  and  bureau  reports 


STUDYING  HOW  AN  AIDS  VIRUS  WORKS— AND  SABOTAGING  IT 


In  a  darkened  room,  a  scientist 
watches  a  blurred  computer  image. 
Chemist  Michael  D.  Varney  hands  a 
visitor  a  $1,500  set  of  goggles,  and  the 
image  on  the  monitor  is  suddenly  in 
focus — a  multicolored  3-D  spiderweb 
flung  over  invisible  round  bulges.  With 
the  push  of  a  few  buttons,  Varney  ro- 
tates the  image,  zooms  in,  then  back. 
He  is  checking  out  the  "contour  map" 
of  an  enzyme  that  cancer  cells  need  to 
grow.  A  pocket-like  section  of 
the  enzyme  could  be  its  Achilles' 
heel:  A  drug  placed  there  just 
right  could  be  a  cancer  fighter. 

Varney  is  a  researcher  at 
Agouron  Pharmaceuticals  in  La 
Jolla,  Calif.,  where  he  and  others 
collect  clues  from  biology  that 
tell  them  what  causes  disease. 
Then,  they  try  to  use  these  in- 
sights to  create  synthetic  drugs 
that  will  stop  a  disease  in  its 
tracks.  This  approach — an  amal- 
gam of  biotech  and  traditional 
drug  development  techniques — 
is  still  controversial  and,  critics 
say,  unproven.  Yet  on  Apr.  5,  Agouron 
gave  the  critics  pause.  It  said  that  it 
had  unraveled  the  structure  of  an  en- 
zyme the  AIDS  virus  needs  to  replicate. 
Now,  Agouron  is  testing  drugs  de- 
signed to  disable  the  ei'zvme.  If  those 
work,  they  might  stop  IK    virus  cold. 

The  story  of  Agouroi  -  work  with 
the  enzyme,  RNase  H,  ma^  '^^oretell  the 
future  of  drug  research,  "cientists 
have  long  known  about  RNas   H,  and 


have  spent  years  trying  to  map  it.  But 
there  was  a  snag:  It  was  hard  to  get 
enough  of  the  substance  to  study. 

Then,  starting  in  late  1989,  Agour- 
on's  scientists  used  a  battery  of  biotech 
tricks  to  discern  the  genetic  makeup  of 
RNase  H.  That  gave  them  the  recipe 
for  the  chemicals  that  form  the  en- 
zyme. They  spliced  that  into  bacteria, 
which  grew  the  larger  quantities  need- 
ed to  produce  a  crystal — a  rigid,  highly 


structured  representation  of  a  mole- 
cule. Next,  Agouron's  biologists  hand- 
ed off  the  protein  to  crystallographers, 
who  placed  droplets  of  it  in  special 
wells  that  encourage  a  crj^stal  to  grow. 
FAST  FORWARD.  After  a  few  weeks, 
crystals  appeared,  each  smaller  than  a 
grain  of  salt.  A  single  crystal  was 
placed  in  a  two-inch-long  sealed  glass 
cylinder  and  bombarded  from  all  an- 
gles by  X-rays.  The  pattern  of  light 


diffractions,  interpreted  by  a  computer, 
helped  sketch  a  3-D  image  of  how  the 
molecule  exists  in  nature. 

Once  the  structure  was  known,  the 
scientists  examined  it  on  their  comput- 
ers and  found  the  critical  junctures 
where  the  enzyme  helps  the  HIv  virus 
to  replicate.  In  the  case  of  RNase  H, 
just  getting  the  structure  and  identify- 
ing its  "active  site,"  which  suggests 
the  best  place  to  disable  it.  was  a  dra- 
matic advance.  The  day  after 
word  of  this  discovery  was  pub- 
lished in  the  journal  Science,  the 
company's  stock  shot  up  more 
than  $8.  On  April  24,  Agouron 
signed  a  $6.5  million  deal  with 
Schering-Plough  Corp.  to  use  the 
approach  on  anticancer  agents. 

Just  15  months  after  starting 
the  project,  Agouron's  chemists 
have  several  promising  synthetic 
chemicals  in  hand  that  might  dis- 
rupt RNase  H  at  its  active  site. 
The  next  stage  will  require 
many  rounds  of  screening,  to  see 
if  these  computer-designed 
drugs  actually  disable  RNase  H. 

If  one  of  these  drugs  works,  it  will 
still  take  years  of  testing  on  animals 
and  people  before  it  can  be  sold.  But 
the  method  Agouron  took  to  get  this 
far  is  "unlike  anything  in  the  tradition- 
al pharmaceutical  industry,"  says  Pe- 
ter Johnson,  the  company's  president 
And  it  may  turn  out  to  be  a  shortcut  to 
saving  many  lives. 

By  Joan  O'C.  Hamilton  in  La  Jolla,  Calif. 
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Twist  and  Shoot. 


The  engineers  at  Hitachi 
have  just  come  up  with  a 
remarlcable  new  twist  in  video 
technology.  It's  called  the  Twist 
and  Shoot  and  it's  the  only 
camcorder  that  twists  open  for 
instant  shooting. 

Closed,  its  super-thin,  VM' 
profile  makes  it  the  world's  thin- 
nest video  camcorder.  It'll  fit  eas- 


ily into  a  purse  or  a  coat  pocket. 

Open,  it's  fully  automatic. 
Revolutionary  twin  beam  auto 
focus  produces  a  precise,  clear, 
stable  picture.  At  the  same  time, 
shutter  speed,  lens  opening  and 
white  balance  are  adjusted  auto- 
matically for  the  best  possible 
exposure. 

In  addition  to  all  its  conve- 


iiitiict:,  lilt'  Iwibl  and  bhool  pro- 
duces sharp,  true-to-life  pictures 
everytime. 

To  appreciate  this  revolu- 
tionary new  kind  of  camcorder, 
caU  1-800-HITACHI  for  your 
nearest  dealer.  Then  shoot  on 
down  and  twist  one  for  yourself. 

0  HITACHI 


'C)  IWI  Hilach)  Home  tlectronics  (Amencal,  Inc 


evelODments  to  Watc 


EDITED  BY  NAOMI  FREUNDLICH 

A  HOT  TODDY  TO  WARM 
THE  COCKLES  OF  YOUR  CAR 


Scraping  ice  off  a  fro- 
zen windshield  and 
nursing  a  cold,  stalling 
engine  could  become 
ghosts  of  winters  past. 
Schatz  Thermo  Engi- 
neering in  Munich  has 
devised  a  "heat  battery" 
that  will  warm  a  car's 
engine  and  heater  just 
30  seconds  after  startup. 

Looking  like  a  two- 
gallon  thermos  and 
weighing  12  pounds,  the 
battery  gathers  engine 
heat  by  running  hot  coolant  through  a  chemical  salt  and  water 
mixture.  This  mixture  is  then  stored  in  copper  fins  that  are 
enclosed  in  a  steel-walled  vacuum.  The  vacuum  insulates  the 
cocktail,  keeping  it  hot  for  up  to  a  week. 

When  the  car  engine  is  turned  on,  a  small  electric  pump 
pushes  coolant  past  the  fiery  mix,  where  it  picks  up  heat.  With 
a  flip  of  a  switch,  the  hot  coolant  can  be  directed  toward  either 
the  engine  or  the  car's  heater.  By  eliminating  cold  starts,  the 
device  cuts  carbon  dioxide  emissions  in  half  and  reduces  wear 
on  the  engine.  For  about  $500,  Saab-Scania  and  Volkswagen 
plan  to  install  Schatz'  heat  battery  as  an  option  in  their  cars. 
The  Big  Three  U.  S.  carmakers  are  also  eyeing  the  battery. 


THE  LAST  GASP  FOR  GaAs  CHIPS? 
HOT  BY  A  LOHG  SHOT 


Gallium  arsenide  (GaAs)  has  long  been  the  semiconductor 
material  of  the  future.  Proponents  insist  that  silicon  will 
someday  run  out  of  gas,  and  GaAs  will  then  become  the  choice 
for  tomorrow's  ever-faster  chips.  But  each  time  it  seemed  that 
gallium  arsenide's  day  was  dawning,  silicon  found  new  re- 
serves of  speed.  So,  GaAs  is  still  an  also-ran  in  chips. 

Even  if  GaAs  won't  displace  silicon  anytime  soon,  it's  about 
to  get  a  big  shot  in  the  arm:  Both  Motorola  Inc.  and  Texas 
Instruments  Inc.,  America's  two  top  chipmakers,  will  make 
major  investments  this  year  in  GaAs  production.  Motorola  is 
committing  $100  million  to  its  push,  aiming  mainly  at  chips  for 
the  telecommunications  market.  Tl  probably  won't  reveal  de- 
tails of  its  GaAs  plans  until  late  this  year.  Ironically,  these 
moves  come  just  as  three  GaAs  startups — Gazelle  Microcir- 
cuits,  GigaBit  Logic,  and  TriQuint  Semiconductor — are  strug- 
gling to  stay  alive  by  merging.  The  trio's  combined  game  plan 
should  be  ready  later  this  month. 


THIS  IMAGING  TECHNIQUE 
MAKES  CAT  SCANS  LOOK  FUZZY 


Computer-aided  tomography  (CAT)  scans  are  used  widely  in 
hospitals  to  produce  detailed  X-ray  images  of  organ  tissue. 
Now,  researchers  at  Sandia  National  Laboratories  in  Liver- 
more,  Calif.,  have  developed  a  technology  that  can  produce 
images  1,000  times  more  detailed  than  CAT  scans.  Called  ion 
microtomography  (IMT),  llie  technique  could  eventually  be  used 
to  study  individual  cancer  cells  and  identify  the  plaques  in  the 
brain  that  signal  Alzheimer's  disease. 


In  IMT,  narrow  beams  of  ions — charged  particles — product 
by  a  linear  accelerator  are  shot  through  a  sample.  A  silico 
detector  measures  how  much  energy  was  lost  passing  throug 
the  sample,  and  a  computer  analyzes  those  data  to  determir 
the  sample's  structure  from  various  angles.  IMT  is  far  les 
destructive  to  living  tissue  than  X-rays,  so  it  holds  particuU 
promise  for  biomedical  imaging.  It  also  has  uses  in  industr 
for  inspecting  extremely  small  manufactured  parts  and  mater 
als  used  in  microelectronics  and  fusion  research. 

The  technology  does  have  one  drawback:  It  can  take  hour 
to  produce  images  because  of  the  extensive  computer  analysii 
Researchers  are  working  on  speeding  up  the  process.  They'r 
also  developing  a  new  IMT  system  that  will  produce  image 
that  are  100  times  more  detailed.  That  should  allow  them  t 
view  structures  within  single  cells. 


COLD  FUSION'S  RETURN 
GETS  THE  COLD  SHOULDER 


las  cold  fusion  come  back  from  the  dead?  On  Apr.  25,  jus 
lover  two  years  after  University  of  Utah  chemists  I 
Stanley  Pons  and  Martin  Fleischmann  electrified  the  worl 
with  the  promise  of  unlimited  energy  from  fusion  in  a  jai 
physicists  Frederick  Mayer  and  John  Reitz  from  Mayer  Af 
plied  Research  Inc.  in  Ann  Arbor,  Mich.,  called  a  press  confei 
ence  in  Boston  to  say  that  cold  fusion  can  indeed  work.  Thei 
idea  is  that  a  proton  and  electron  could  form  a  previousl 
unknown  particle  that  would  act  as  a  catalyst  to  speed  th 
normal  fusion  reactions. 

But  the  only  kind  of  heat  the  scientists  have  generated  s 
far  is  verbal.  "Wacky"  is  one  of  the  more  polite  comment 
bestowed  on  the  new  theory.  Even  cold-fusion  believers  sa 
it's  off  base.  And  while  some  researchers  welcome  the  airin 
of  the  idea  in  a  scientific  journal,  the  two  physicists  are  bein 
criticized  for  trumpeting  their  work  to  the  press  before  comin 
up  with  proof.  "The  reaction  has  not  been  positive,"  comment 
physicist  Kelvin  G.  Lynn  of  Brookhaven  National  Laboratory 


AT  THE  SOUHD  OF  THE  BEEP, 
GET  OUT  OF  THE  SUN 


Strong  evidence  link- 
ing sunburn  to  skin 
cancer  puts  a  damper  on 
a  day  at  the  beach.  It's 
hard  to  know  how  much 
sun  is  too  much.  Now, 
Saitek  Industries  Ltd.,  a 
Swiss-owned  company 
based  in  Hong  Kong, 
has  a  product  that  can 
help.  It's  a  wristwatch 
that  monitors  exposure 
to  ultraviolet  B  (UVB) 
light — the  dangerous 
rays  that  cause  sun- 
burn— and  sets  off  an  alarm  when  you've  had  too  much. 

Called  Sunwatch,  the  device  contains  a  sensor  for  UVB  a 
well  as  a  microprocessor.  Sun  worshipers  program  into  th 
watch  their  skin  shade  and  the  sun  protection  factor  (.SPF)  o 
the  lotion  being  used.  Sunwatch  automatically  adjusts  fo 
changes  in  weather,  and  graphics  indicate  how  much  safe  su: 
time  is  left.  To  stay  out  longer,  a  tanner  can  apply  a  highe 
SPF  lotion,  and  the  watch  will  recalculate  exposure  time.  Sur 
watch,  which  will  sell  for  under  $50,  also  functions  as  a  clocl 
and  should  be  available  in  the  U.  S.  by  the  summer. 
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Just  Remember, 
Y)u're  Here  On  Business. 


Who  says  work  can't  be 
enjoyable? 

When  you  stay  at  any  of 
41  Omni  Hotels  Worldwide, 
you'll  find  every  conven- 
ience for  doing  business. 
Including  the  best  business 
locations.  But  you'll  also 
find  everything  required  for 
pleasant  living.  Like  big, 
comfortable  rooms,  gourmet 


dining  and  gracious,  atten- 
tive service. 

Plus  as  a  Select  Guest 
Club  member,  you  can 
enjoy  additional  privileges 
such  as  priority  room  avail- 
ability, accommodation 
upgrades,  evening  turn-down 
service,  complimentary  coffee 
and  the  morning  paper  deliv- 
ered with  your  wake-up  call. 


express  check-out  and  more. 

Everything  you'll  need  to 
conduct  your  business  and 
rejuvenate  your  spirit.  All 
for  less  than  you'd  expect 
from  an  Omni  Hotel. 

So  next  time  you  set  out 
on  business,  remember 
Omni  Hotels.  Then  we'll 
do  our  best  to  make  you 
forget  why  you're  here. 


Omni  ^fe  HOTELS 

For  Reservations  Call  Your  Travel  Agent  Or 


Stay  At  An  Omni  Hotel  In: 

Atlanta,  OA 
Baltimore,  MD 

Boston,  MA 
Chapel  Hill,  NC 
Charleston,  SC 
Charlotte,  NC 
Charlottesville,  VA 
Chicago,  IL 
Cincinnati,  OH 
Dallas,  TX 
Detroit,  MI 
Durham,  NC 
Evanston,  IL 
Indianapolis,  IN 
Jacksonville,  FL 
Lake  George,  NY 
Memphis,  TN 
Miami,  FL 
Minneapolis,  MN 
New  Orleans,  LA 

New  York,  NY 
Newport  News,  VA 
Norfolk,  VA 
Orlando,  FL 
Philadelphia,  PA 
Providence,  RI 
Richmond,  VA 
San  Diego,  CA 
San  Mateo,  CA 
Tampa,  FL 
Virginia  Beach,  VA 
Washington,  DC 
Cancun,  Mexico 
Lxtapa,  Mexico 
Hong  Kong 
Singapore 

Where  You  Want  To  Be 
Whei]  You  HaveTo  Be  Away. 


fnformation  Processin 


PERSONAL  COMPUTERS  I 


DOES  COMPAQ'S 
FORMULA  STILL  COMPUTE? 


Buyers  begin  to  balk  at  paying  top-shelf  prices  for  its  PCs 


Compaq  Chief  Executive  Joseph  R. 
Canion  has  always  run  his  compa- 
ny with  a  simple  ideal  in  mind: 
that  its  IBM-compatible  personal  comput- 
ers were  in  a  class  by  themselves.  More 
than  mere  clones,  Compaq  Computer 
Corp.  PCS  featured  the  latest  technology 
and  incorporated  advances  others  didn't 
have.  They  also  carried  higher  prices 
and  delivered  fatter  profits  to  Compaq 
and  its  dealers.  The  strategy  worked  like 
a  charm.  Compaq's  machines  gained  a 
huge  following  in  big  corporations,  and 
the  nine-year-old  company  grew  into  one 
of  the  most  successful  startups  ever.  Its 
soaring  profits — 1990  net  income 
reached  $455  million  on  $3.6  billion  in 
sales — made  Compaq's  stock  a  winner 
on  Wall  Street. 

Lately,  though,  Canion's  formula  is 
showing  signs  of  wear.  Some  computer 
buyers  have  begun  to  question  whether 
it's  still  worth  paying  up  to  309^  more 
for  a  Compaq  PC  than  for  a  clone  from 
companies  such  as  Dell  Computer  Corp. 
and  AST  Research  Corp.  These  compa- 
nies, as  well  as  IBM,  have  been  closing 
the  technology  gap  that  Compaq  worked 
so  hard  to  create.  The  week  of  Apr.  22, 
for  example,  all  three — as  well  as  such 
clonemakers  as  Advanced  Logic  Re- 
search, Acer,  and  Everex  Systems — an- 
nounced that  they  had  already  designed 
machines  using  Intel  Corp.'s  brand-new 


microprocessor,  the  486SX.  Compaq's  is 
still  in  the  stall,  and  the  company  won't 
say  when  it's  coming.  "We're  ahead  in 
technology  overall,"  says  Canion.  But, 
says  Roger  D.  Bender,  president  of  the 
Microcomputer  Manager's  Assn.,  "cus- 
tomers realize  they  don't  need  to  buy 
Compaq  to  get  a  good  machine." 
DAVID  AND  GOLIATH.  That  attitude  could 
put  Compaq's  entire  premium-brand 
strategy  in  jeopardy.  Already,  it  has  the 
computer  maker  on  the  defensive.  To 
clear  out  bloated  inventories  and  to  stop 
a  slide  in  its  U.  S.  market  share — from 
8.7%  in  1989  to  7.8%  last  year,  according 
to  market  researcher  InfoCorp — Com- 
paq slashed  list  prices  by  as  much  as 
34%  in  April.  The  company  has  also  tried 
to  mute  its  critics.  It  filed  suit  in  U.  S. 
District  Court  in  Houston  seeking  to  ban 
Dell  advertisements  that  ridicule  Com- 
paq's high  prices.  Dell,  based  in  Austin, 
Tex.,  is  gleefully  promoting  the  suit  as  a 
David-and-Goliath  contest.  "We've  been 
running  ads  comparing  ourselves  to 
Compaq  since  1987,"  says  Chief  Execu- 
tive Michael  S.  Dell.  "It  wasn't  until  Dell 
became  a  threat  to  their  business  that 
they  sued."  Says  Canion:  "We're  just 
trying  to  keep  them  from  misleading  the 
public." 

Compaq  has  already  gotten  a  glimpse 
of  what  life  might  be  like  without  its 
premium  image.  Even  though  its  price 


cuts  came  after  the  first  quarter  ende 
they  cost  Compaq  about  $23  millio 
since  the  computer  maker  refunds 
dealers  the  difference  between  the  o 
and  new  wholesale  prices  on  their  inve 
tories.  So,  on  Apr.  25,  the  company  r 
ported  net  income  of  $114  million  for  tl 
quarter — about  7%  below  what  analys 
had  anticipated.  And  Compaq  warn( 
that  slimmer  margins  will  likely  prodm 
second-quarter  earnings  below  la 
year's.  The  company's  stock  took  a  nos 
dive  on  the  double  whammy,  tumblir 
157<  that  day,  to  521/2. 

Even  with  the  cuts,  Compaq's  prici 
remain  relatively  high.  Now,  for  i 
stance,  Compaq  asks  $4,799  for  a  not 
book  computer  based  on  the  80386S 
chip,  down  from  $6,999  before  the  cut 
But  a  similar  machine  from  AST  sells  f 
$3,795  (table).  While  dealers  normal 
discount  Compaq's  list  price,  they  wor 
be  doing  as  much  of  that  now:  To  try 
protect  its  41%  gross  margins,  Compj 
cut  the  wholesale  discounts  it  gives 
computer  stores  from  about  40%  to  30 
for  the  highest-volume  stores. 

Longer-term,  Compaq  has  a  plan 
restore  its  technological  luster.  In  ear 
April,  the  company  said  it  will  suppl 
ment  its  PCs  with  office  workstatioi 
based  on  the  RISC  (reduced  instructio 
set  computing)  technology  now  used 
engineering  workstations.  For  help 
building  the  machines,  Compaq  invest( 
$185  million  in  Silicon  Graphics  Inc., 
Mountain  View  (Calif.)  maker  of  thre 
dimensional  graphics  workstation 
Then,  to  try  to  build  a  market  for  tl 
machines,  Compaq  formed  a  consortiu 
of  20  companies,  including  Digital  Equi 
ment  Corp.  and  software  giant  Microso 
Corp.  They  have  agreed  to  focus  on  tl 
same  basic  workstation  design.  If  tl 
Compaq  consortium  succeeds,  the  cor 
pany  can  shake  off  its  clonemaker  ima^ 
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IBM  PS/2, 
MODEL  65 


DELL  COMPUTER 
316SX 


COMPAQ  LTE 
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\  \  Since  Time  Is 
n\  Money, 
An  Airline 
Should  Help 

You  Make  The 
Most  Of  Your 
Investment. 


At  Continental  we 
believe  an  airline  has  a 
I  responsibility  to  keep 
you  moving  on  the  ground 
as  well  as  in  the  air. 

That's  why  were  investing 
in  our  people  to  help  you 
make  the  most  of  your  time 
even  before  you  enter  our 
terminal. 

Through  our  nationwide 
network  of  reservation  and 
travel  agents,  you  can  take 
advantage  of  our  convenient 
schedules  to  more  than 
200  destinations  worldwide. 

We're  achieving  new 
standards  of  service  at  ticket 
and  check-in  counters  and 
baggage  claim  areas  to 
minimize  waiting. 

Our  Customer  Service 
Representatives  are  there 
when  you  arrive  to  speed 
\'ou  on  your  way  and  help 
you  make  connecting  flights. 

And  whether  it's  on  the 
ground  or  in  the  air,  we 
realize  that  if  you  have  a 
problem,  it's  our  problem. 
So  we'll  go  that  extra  mile 
to  keep  you  on  schedule. 

Continental  is  making  a 
difference  in  how  you  spend 
your  time. 

But  more  importantly, 
how  you  save  it. 


®  1991  Continental  Airlines,  Inc 


One  Airline  Can 
MakeADifferencer 


Like  a  small  child, 
a  victim  of  Alzheimer's  Disease 
can  get  lost  and  not  know 
the  way  home. 
He  may  not  remember  his  phone  number 
or  his  name.  He  may  wander  off 
in  the  middle  of  the  night 
or  in  the  dead  of  winter. 
He  may  forget  to  wear  shoes  or  a  coat. 
The  Samsung  Group 
has  developed  the  technology 
for  a  computerized  monitoring  system 
which  will  one  day  make  it  possible 
to  pinpoint  his  exact  location 
and  direction  of  travel. 
Instantly. 

So  when  he  can't  find  his  way  home, 
home  can  find  its  way  to  him. 


SAMSUNG 

Technology  that  works  for  life. 


The  Samsung  Group 


International  Trade.  Electronics.  Electron  Devices,  Electro-Mechanics,  General  Chemicals,  Shipbuilding  &  Heavy  Industries, 

Aerospace,         Construction,         Engineering,         Financial  Services,         Food  S  Pharmaceuticals,         Cameras  &  Watches,         Garments  &  Textiles 

CP  O.  Box  1 580,  Seoul,  Korea  Tel:  (02)  724-0394  Fax:  (02)  739-5672 
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and  grab  the  lion's  share  of  credit  for 
establishing  a  new  industry  standard. 

At  the  very  least,  the  effort  will  move 
Compaq  into  one  of  the  fastest-growing 
computer  markets.  While  grow1;h  in  the 
$34  billion  U.  S.  personal-computer  mar- 
ket has  slowed  to  less  than  5^^  or  so 
annually,  sales  of  RISC  workstations  are 
growing  at  24%  a  year.  Indeed,  while 
Compaq  was  disappointing  Wall  Street, 
workstation  maker  Sun  Microsystems 
Inc.  turned  in  a  strong  report  for  its 
third  quarter,  which  ended  on  Mar.  29: 
Revenues  grew  349^,  to  $848.3  million, 
and  income  rose  60"^^,  to  $58.7  million. 

But  Compaq  won't  be  able  to  bring  a 
workstation  of  its  own  to  market  until 
1992.  And  it  could  be  later — owing  to 
continuing  disagreements  over  product 
details  among  the  diverse  participants  in 
the  consortium,  insiders  say. 
FOREIGN  PROSPECTS.  In  the  meantime, 
Compaq  faces  a  price  war  at  home  and 
slowing  growth  abroad.  For  more  than  a 
year,  Compaq  has  been  able  to  compen- 
sate for  a  slowdown  in  U.  S.  sales  with 
strong  international  growth,  primarily  in 
Europe.  Last  year,  overseas  sales  soared 
49%,  to  $1.9  billion,  or  54'';  of  total  sales. 
But  much  of  that  growth  was  exagger- 
ated by  a  weak  dollar.  Now,  between 
slower  demand  for  computers  in  Europe 
and  a  stronger  dollar,  Compaq's  foreign 
prospects  aren't  as  good.  Overseas  sales 
rose  just  16%  in  the  first  quarter — and 
only  6?f  after  currency  benefits  were 
factored  out.  That  has  analysts  slashing 
their  earnings  estimates.  Soundview  Fi- 
nancial Group  analyst  James  \\\  Weil 
figures  the  company  will  earn  $431  mil- 
lion in  1991,  down  from  last  year's  $455 
million,  on  sales  of  $4  billion,  up  12%. 

Canion  insists  that  he's  not  worried 
and  that  Wall  Street  is  overreacting. 
"We  still  have  the  best  machines,"  he 
says.  "The  perception  had  evolved  that 
we  were  overpriced,  so  we're  reposition- 
ing." But  critics  say  it's  more  than  that. 
Says  one  consultant  who  has  worked 
closely  with  Compaq;  "They  prospered 
by  creating  a  premier  image  and  com- 
manding more  than  everybody  else  and 
by  selling  PCs  only  through  loyal  retail 
dealers.  Now,  they're  seeing  it  doesn't 
work  as  well." 

It's  too  soon  to  tell  whether  or  not 
Compaq's  price  cuts  and  image-building 
campaign  will  pull  defecting  customers 
back  into  its  camp.  Once  buyers  get  a 
taste  of  the  competition's  machines, 
"they're  not  going  to  be  hotfooting  it 
back  to  Compaq  the  minute  it  cuts 
prices,"  says  Jim  Poyner,  an  analyst  at 
William  K.  Woodruff  &  Co.  If  Poyner  is 
right,  Compaq's  Canion  may  have  to 
come  up  with  a  new  ideal. 

By  Mark  Ivey  in  Houston,  with  bureau 
reports 


SOFTWARE  I 


THE  COMING  SHOWDOWN 
OVER  SOFTWARE  PATENTS 


Broader  protection  of  inventors'  rights  could  hurt  the  industr>' 


Time  was,  a  bunch  of  programmers 
could  go  into  business  by  develop- 
ing a  software  package  that  im- 
proved on  an  existing  one.  The  main  ca- 
veat was  that  they  not  violate  any 
copyrights — meaning  they  couldn't  copy 
the  actual  lines  of  computer  commands 
from  an  earlier  program.  Since  there  are 
thousands  of  ways  to  write  most  pro- 
grams, copyrights  didn't  often  get  in  the 
way.  Take,  for  ex- 
ample, the  so-called 
ROM-BIOS,  a  copy- 
righted program 
that  served  as  a 
bridge  between  the 
IBM  personal  com- 
puter's hardware 
and  software.  To 
make  a  legal  PC 
clone,  a  program- 
mer had  to  mimic 
the  functions  of  the 
IBM  software  with- 
out actually  copying 
it.  It  wasn't  always 
easy,  but  dozens  of 
them  succeeded, 
giving  rise  to  a  gi- 
ant market  for  PC 
compatibles. 

Things  aren't  so 
simple  now,  be- 
cause you  can  get 
patents  on  soft- 
ware. And  this 
stronger  form  of  in- 
tellectual-property 
protection  makes  an 
enormous  differ- 
ence. Consider  a  re- 
cent suit  won  by 
Hayes  Microcom- 
puter Products  Inc., 
a  modem  maker.  Hayes  modems  have  a 
program  that  simply  switches  them 
from  transmit  mode  to  receive  mode.  It's 
not  as  complex  as  the  RO.M-BIOS,  but  it's 
covered  by  a  patent.  For  the  17  years  it 
is  in  force — until  2002 — Hayes  has  exclu- 
sive rights  to  any  program  that  per- 
forms the  same  function.  So,  even 
though  three  Silicon  Valley  modem  mak- 
ers used  the  same  technique  to  mimic 
the  Hayes  program  that  computer  mak- 
ers used  to  clone  the  PC,  a  federal  court 


in  April  assessed  them.  $10  million 
damages  for  patent  infringement. 

Software  patents  are  sending  a  c 
through  the  industry.  Small  compar 
fear  patent  holders  will  exact  high 
censing  fees  from  rivals,  driving  com| 
ing  products  from  the  market.  "Haye: 
making  it  impossible  to  compete  w 
them  without  overcharging  for  our  pr 
ucts,"  says  a  spokesman  for  Everex  S 


tems  Inc.,  one  of  the  three  defendai 
The  specter  of  legions  of  patent  lawy 
is  daunting  to  an  industn,'  that  thri' 
on  the  rapid  exchange  of  ideas  and  inc 
mental  innovations.  "If  you  think 
have  trouble  now,  just  wait,"  says 
chael  H.  Morris,  general  counsel  for  £ 
Microsystems  Inc.  "There  are  thousai 
of  software  patents  now  winding  th 
way  through  the  system  that  are  ab( 
to  explode  on  the  scene." 
A  decade  ago,  a  software  patent  v 
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V::^hare  the  Spotlight 
With  the  Winners  of  the 
Industrial  Design 
Excellence  Awards. 


Reserve  Space 


A  Four  Star  Editorial  Report 
From  Business  Week  —  June  1 7 

//^r^^  usiness  Week's  exclusive 
^^//  \  cover  story  on  the  1991  Industrial 
t_>^ Design  Excellence  Awards.  The 
announcement  of  the  winners  selected  by 
the  prestigious  jurors  from  the  Industrial 
Designers  Society  of  America  is  the  biggest 
event  in  Industrial  Design.  As  our  Editor-in- 
Chief  Stephen  B.  Shepard  said,  "through  our 
sponsorship  of  IDEA  '9 1 ,  we  send  the 
message  that  'Design  Equals  Quality'  to  our 
6.7  million  readers  in  corporate  America."* 

•  A  big  12-16  editorial  pages 

•  Announcing  the  1st  Place  "Gold  Winners" 

•  4-color  photographs  of  the  winning 
products  and  designers 

•  Listing  of  the  2nd  and  3rd  place  winners 

A  great  advertising  opportunity  is  taking 
shape.  To  reserve  your  place,  call  your  local 
Business  Week  Representative  right  away! 
*Source:  1990  SMRB 

The  1 99 1  Industrial  Design 
,  Excellence  Awards  Winners 

Issue  Date:  June  17,  1991 

Closing  Dates:  4/Color  May  13,  1991 

Black/White:  May  20,  1991 

Sponsored  by 

BusinessWeek 

Conducted  by  the 

Industrial  Designers  Society, of  America  ' 


nformationProcessiri 


MODERNIZING  SOFTWARE  LAWS 


OFFICE  OF  TECHNOLOGY 
ASSESSMENT 

A  report,  due  in  January,  will  lay 
out  options  for  legislation  that 
will  update  intellectual  property 
law.  A  key  goal  will  be  to  pro- 
mote continued  innovation  in 
software 


CONGRESS 

Senators  Lealiy  (D-Vt.)  and  Si- 
mon (D-in.)  are  preparing  legis- 
lation to  amend  the  Copyright 
Act.  Their  effort  is  aimed  at 
"fair  use"  of  unpublished  liter- 
ary works,  but  is  expected  to 
have  implications  for  software 


COMMERCE  DEPT. 

Secretan'  Mosbacher  fonned  a 
panel  to  recommend  changes  in 
patent  law.  Software  patents 
and  are  high  on  the  agenda.  It's 
tlie  first  such  panel  since  1966 
and  may  lead  to  the  first  over- 
haul in  40  years 


CASE  LAW 

Apple  Computer's  three-year- 
old  lawsuit  against  Microsoft 
and  Hewlett-Packard  is  finally 
getting  down  to  the  heart  of  th< 
matter — whether  .Apple's  copy 
right  extends  to  the  "look  and 
feel"  of  its  software 


almost  unheard  of — and,  to  many,  un- 
thinkable. In  the  1960s,  software  was 
guarded  by  "trade  secret"  laws,  which 
forbid  employees  to  disclose  inside 
knowledge.  In  1980,  an  amendment  to 
the  Copyright  Act  gave  software  devel- 
opers the  same  protection  novelists  and 
songwriters  enjoy.  A  1981  Supreme 
Court  decision  and  a  1983  memo  by  the 
Patent  &  Trademark  Office  ushered  in 
the  current  era  of  software  patents. 

The  ensuing  flood  of  patents  has  the 
computer  industry  and  the  federal  gov- 
ernment grappling  over  the  best  laws  to 
protect  software  inventions.  For  the 
first  time,  they  are  systematically  ask- 
ing the  fundamental  questions:  Is  soft- 
ware, with  its  lists  of  commands,  similar 
to  copyrighted  lines  of  text  in  a  book"? 
Or  is  a  unique  program  more  like  a  ma- 
chine or  process  that  can  be  patented? 

Most  experts  feel  that  software  can  fit 
both  descriptions.  As  a  result,  some  ob- 
servers are  calling  for  a  new,  hybrid 
intellectual-pi'operty  system  that  would 
serve  as  a  replacement  for  copyright 
and  patent  protection  for  software.  "We 
ought  to  rethink  the  whole  scheme,"  ar- 
gues Paul  Goldstein,  a  Stanford  Univer- 
sity law  professor  whose  views  appear 
in  a  new  book  on  the  topic  published  by 
the  National  Academy  of  Sciences. 
'MORE  CONFUSION.'  With  thousands  of 
programs  already  covered  by  patents  or 
copyrights,  the  hybrid  approach  seems 
unlikely.  Indeed,  industry  groups  oppose 
it — mainly  because  they  think  it  would 
weaken  U.  S.  efforts  to  enforce  Ameri- 
can software  copyrights  overseas.  A  hy- 
brid law  "would  open  up  the  floodgates 
to  more  confusion."  says  Bruce  Lehman, 
legislative  counsel  for  the  Software  Pub- 
lishers Assn.,  a  trade  group.  Lehman  fa- 
vors "fine-tuning"  existing  laws. 

Government  efforts,  however,  may  re- 
sult in  more  than  just  fine-tuning.  Both 
the  Copyright  Act  and  the  Patent  Act 
may  be  in  for  fundamental  changes  (ta- 
ble). In  March,  Commerce  Secretary 
Robert  A.  Mosbacher  named  14  business 
executives  to  a  new  commission  that  has 
been  empowered  to  propose,  by  August, 
1992,  the  first  major  rewrite  of  the  Pat- 
ent Act  in  40  vears.  Later  this  month, 


the  panel  will  begin  accepting  comments 
from  the  public.  High  on  its  agenda  is 
determining  the  need  for  new  rules  for 
software  patent  protection,  says  Edward 
R.  Kazenske,  a  Commerce  Dept.  staffer 
who  is  coordinating  the  project. 

A  parallel  effort  is  under  way  at  the 
Office  of  Technology  Assessment  (0T.\), 
which  is  readying  a  proposal  for  Con- 
gress in  .January.  One  of  the  key  items 
on  its  agenda  is  to  define  whether  copy- 
right, patents,  or  neither  can  be  used  to 
protect  the  screen  appearance,  or  so- 
called  "look  and  feel,"  of  a  computer 
program.  That  controversial  question 
has,  thus  far,  been  left  to  the  courts. 
The  most  important  such  case  is  Apple 
Computer's  suit  against  Microsoft  and 
Hewlett-Packard. 

In  the  meantime,  some  say  software 
patents  could  work.  But  the  system 


Nerv^oiis  softwai'e  makers 
have  no  idea  if  theii"  new 
projects  w^ill  infringe  on  a 
pending  patent 


needs  improvement.  For  example,  since 
software  patents  are  relatively  new,  the 
Patent  Office  lacks  a  reliable  data  base 
to  check  if  an  invention  is  truly  unique 
and,  therefore,  patentable.  As  a  result, 
says  Ronald  Palenski,  general  counsel 
for  AD.\PSO,  a  software  trade  group,  ex- 
aminers may  be  issuing  too  many  unen- 
forceable patents  that  will  lead  to  unnec- 
essary litigation.  Palenski  also  calls  for 
greater  expertise  among  patent  examin- 
ers. Gerald  Goldberg,  who  heads  the 
computer-related  branch  of  the  patent 
office,  says  that  is  already  happening: 
He's  developing  new  training  courses 
and  seeking  money  to  add  54  more  ex- 
aminers to  his  staff  of  14.5. 

Regardless,  the  government  is  grant- 
ing software  patents  at  a  rapid  clip, 
helping  to  double  the  number  of  comput- 
er-related patent  applications  between 
1987  and  1990.  Big  companies  are  filing 


dozens  of  applications  a  year.  IBM  n 
has  at  least  twice  as  many  software  j 
ents  as  any  other  company,  an 
spokesman  says.  Microsoft  Corp.  bej 
routinely  filing  for  patents,  in  additior 
copyrights,  about  two  years  ago,  si 
William  H.  Neukom,  vice-president 
law^  and  corporate  affairs:  "We  h: 
some  that  are  issued,  more  that 
pending,  and  an  even  larger  number 
the  pipeline."  American  Telephone 
Telegraph  Co.  recently  sent  out  lett 
to  dozens  of  companies  demanding  tl 
they  purchase  a  license  for  .\t&t's  f 
ented  way  of  arranging  "windows"  o: 
computer  screen.  | 
SECOND  THOUGHTS.  All  this  is  mak 
small  software  makers  nervous  abi 
new  development  projects  because  tl 
have  no  idea  if  they  are  infringing  oi 
pending  patent.  Among  their  wo 
fears  is  that  patents  will  be  granted 
computer  interfaces — programs  that  1 
different  computers  or  different 
grams  to  one  another. 

Consider  the  legal  battle  between  N 
tendo  of  America  and  Atari  Corp.  It 
volves  an  interface  patent  for  Nintend 
"lock-out  device,"  a  program  in  its  vi( 
game  computers.  Under  their  licens: 
agreement,  Atari  had  to  pay  Nintendo 
fee  for  every  game  it  sold  that  made  i 
of  this  device.  To  get  around  that,  At 
created  a  similar  program  that  wo 
permit  its  games  to  work  on  Ninter 
machines.  Nintendo  charged  Atari  w 
patent  infringement  and  won  an  inju 
tion  ordering  Atari  games  off  the  m 
ket.  Such  an  interface  patent  in  the  cc 
puter  industry  could  have  devastat 
results,  perhaps  making  it  impossible 
forge  links  between  different  compu 
brands  without  first  paying  royalties, 

So  Congress,  the  Commerce  De] 
and  the  OTA  will  have  to  tread  carefu! 
picking  a  route  that  guarantees  i 
rights  of  software  writers  but  still  | 
courages  open  competition.  These  wi 
the  goals  of  the  drafters  of  the  natio 
first  copyright  and  patent  laws  ; 
years  ago.  Unfortunately,  the  frami 
of  those  laws  weren't  computer  liters 
By  Evan  I.  Schwartz,  with  Mich 
Galen,  in  New  York 
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THE  FUTURE  OF  WORLD 
TELECOMIVIUNIOATIONS 

Corporate  Strategy  and  Public  Policy  Toward 
Global  Interconnectivity  - 

in  association  with  The  International  Institute  of  Communications 

May  7th-8th,  1991  /  V 

IMcGraw-Hill  World  Headquarters,  Rockefeller  Center,  New  York  City 


The  premier  telecommunications  event 
offers  unmatched  opportunities  for  perso 
action  with  the  world's  telecommunications  elite. 

Ministers  and  Directors-General  of  Telecommun- 
ications from  more  than  20  nations  will  join  eminent 
international  policymakers  to  lead  the  symposium. 
Among  them: 

Alfred  Sikes,  Chairman,  U.S:  Federal  Communica- 
tions Commission 

H.E.  Dr.  Christian  Schwarz-Schilling,  Minister  of 
Telecommunications,  Federal  Republic  of  Germany 
Hon.  Mitsuo  Igarashi,  Deputy  Minister  for  Policy 
Coordination,  Japan 

Ambassador  Bradley  P.  Holmes,  U.S.  Assistant 
Secretary  of  State  for  Communications  and  Infor- 
mation Policy 
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Or;  W^iy  Broadhaml  Services  From  Your 
Local  felco  Will  Be  Music  To  Your  Network. 

Broadband  services  unleash  the  true  power  of  the 
public  switched  network.  Let  networks  of  computers 
listen  and  talk.  Allow  you  to  bring  up  a  remotely 
stored  document  in  one  window.  Video  conferences 
in  two  others.  How?  By  using  fast  packet  switching, 
it  allows  existing  public  networks  to  transmit  more 
information  at  faster  speeds.  So  things  impossible 
now,  will  be  possible  tomorrow  with  broadband. 
High-definition  television.  Interactive  education. 
Image  processing.  High-resolution  faxes.  To  learn 
exactly  what  broadband  services  can  do  for  you  and 
your  business,  talk  to  the  broadband  leaders.  Call 
your  local  phone  company  or  AT&T  Netv^'ork  Systems 
at  1  800  638-7978,  ext.  6110. 

Am^and  Your 
Local  Phone  Company 
Technologies  For  The  Real  World. 


AT&T 

Network  Systems 


EXECUTIVES  I 


HOW  CHUNG  JU-YUNG  IS  TRYING 
TO  REUNITE  KOREA 


By  wooing  the  Soviets  and  Chinese,  the  Hyundai  founder  is  putting  pressui'e  on  North  Korea 


At  an  age  when  most  men  have 
long  since  retired,  76-year-old 
Chung  Ju-Yung  proclaims  he 
plans  to  work  for  25  more  years.  Rising 
before  5  a.m.,  the  honorary  chairman  of 
South  Korea's  giant  Hyundai  Business 
Group  often  starts  his  day  by  rereading 
biographies  of  powerful  men  who  have 
changed  world  history.  By  6  a.m.,  he's 
on  the  phone  to  Hyundai  branches 
around  the  world.  That's  followed  by 
breakfast  at  home  with  one  or  more  of 
his  seven  sons.  Then,  he  and  the  sons 
walk  2V2  miles  to  Hyundai  headquarters, 
arriving  by  7:40.  His  typical  day  ends  16 
hours  later,  ideally  capped  by  drinks 
with  a  friend,  such  as  movie  star  Choi 
Pul-Am.  "I  love  working,  so  I  never  feel 
tired,"  Chung  says. 

Chung's  remarkable  stamina  isn't 
news  to  Koreans.  The  onetime  construc- 
tion worker  has  been  among  his  nation's 
most  powerful  and  influential  business- 


men for  decades.  Hyun- 
dai, which  he  founded 
nearly  50  years  ago  as 
an  auto-repair  business, 
today  consists  of  42 
companies  in  such  indus- 
tries as  construction,  shipbuilding,  and 
carmaking.  With  revenues  of  $36  billion, 
it  is  Korea's  second-largest  conglomer- 
ate, after  Samsung. 

NEW  GROUND.  Xow,  Chung  is  busy  ex- 
panding Hyundai  into  the  communist 
world.  After  four  decades  of  official  hos- 
tility between  the  Soviets  and  South  Ko- 
reans, he  has  broken  the  ice  by  cutting 
deals  with  Moscow  in  everything  from 
shipbuilding  to  Siberian  timber.  But 
there's  much  more  going  on  than  the 
search  for  a  quick  buck.  For  Chung,  it's 
a  matter  of  shaping  Korean  history. 
Born  in  what  is  now  North  Korea  and 
with  an  aunt  still  living  there,  his  dream 
is  to  reunite  the  Korean  peninsula  in  his 


remains  Hyundai's 
chief  strategist 
and  visionary 


lifetime.  By  forging  ■ 
with  North  Korea's  1 
gest  patrons,  he  aims 
step  up  pressure  on  t 
country's  isolated 
gime.  "Looking  at  in 
national  trends,  North  Korea  has 
choice  but  to  improve  relations  with 
economically,"  Chung  says. 

Chung  is  the  chief  visionary  and  ar 
ulator  of  "Nordpolitik,"  Seoul's  stratf 
for  dealing  with  the  North  and  its  o 
munist  superpower  backers.  His  f 
coup  was  to  help  engineer  the  decis 
to  let  Seoul  host  the  1988  Olympics, 
opening  step  in  wooing  the  Soviets  ; 
Chinese.  In  1989,  he  became  the  f 
South  Korean  businessman  to  travel 
the  Soviet  Union,  and  he  again  bn 
new  ground  when  he  met  with  So^ 
President  Mikhail  Gorbachev  in 
Kremlin  last  fall.  Although  Dae\ 
Corp.  and  Lucky-Goldstar  Group  w 
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■irst  Korean  conglomerates  to  form 
with  China,  Hyundai  is  now  gearing 
'or  big  projects  of  its  own.  Next 
ih,  on  his  second  trip  to  Beijing, 
ig  hopes  to  open  a  Hght-truck  plant 
■ar  from  the  North  Korean  border, 
ith  the  country  unified,  Chung  be- 
s,  Korea  could  cut  back  its  hefty 
ary  spending,  combine  the  south's 
strial  expertise  with  the  north's  in- 
nsive  labor,  and  challenge  Japan  as 
region's  major  powerhouse, 
is  motivated  by  the  belief  that 
!a  can  be  the  equal  of  any 
itry,  and  especially  Japan," 

Hyundai  adviser  Richard  C. 
irooke,  a  managing  director 
ehman  Brothers.  "This  is  what 
rew  Carnegie  must  have  been 

He  is  a  true  businessman- 
malist." 

lat  means  putting  big  bucks 
re  his  beliefs  are.  As  part  of  a 

to  invest  up  to  $500  million  a 

in  the  Soviet  Union,  Chung 
launched  Korea's  only  major 

venture  there — a  $30  million 
er-development  project  in  the 
et  Far  East.  He  has  also  cut  a 

of  deals  to  build 
:iips.  Of  the  $3  bil- 
in  credits  recently 
ged  to  Moscow  by 
jan  President  Roh 

Woo,  about  $500 
ion  will  go  to 
ndai  for  moderniz- 

up  to  15  plants, 
ndai  also  signed 
agreement  for  a 
i-making  joint  ven- 

in  the  Soviet  city 
Nakhodka.  The 
pany  is  aiming  for 

annual  growth  in  its  Soviet 
ness. 

M  SCRATCH.  Despite  all  the 
Iblocks  to  doing  business  in  the 
et  Union,  fellow  Korean  ckae- 
-large  business  groups — have 
>vved  Chung's  lead.  Samsung, 
ky-Goldstar,  and  other  heavy- 
^hts  have  offices  in  Moscow, 
boards  for  Korean  products 
3  replaced  Communist  Party 
ards  in  the  city, 
bung's  influence  is  a  measure 
is  stature  as  the  grand  old  man 
Korean  business.  Born  in  the 
:hern  farming  village  of  Asan  as  the 
st  of  eight  children,  "Big"  Chung 
no  further  than  primary  school  be- 
!  running  off  to  Seoul  to  become  a 
jtruction  worker  at  the  age  of  19. 
i  were  proud  of  him,"  recalls  Chung 
fung,  the  third  of  Chung's  four 
nger  brothers  and  now  chairman  of 
mdai  group.  "I  remember  when  he 
lid  come  back  to  Asan  by  overnight 
n  with  boxes  of  tangerines  that  we 


otherwise  never  saw  in  our  village." 

By  the  time  Big  Chung's  family  fol- 
lowed him  to  Seoul  in  1943,  he  had 
formed  a  blossoming  auto-repair  shop. 
Since  most  cars  were  owned  by  the  gov- 
ernment, Big  Chung  regularly  made  the 
bureaucratic  rounds  to  collect  on  his 
bills.  There,  he  observed  building  con- 
tractors picking  up  much  larger  pay- 
ments. "Construction  is  an  industry 
where  you  can  start  from  scratch,  so  he 


PUniNG  THE  SQUEEZE  ON 
NORTH  KOREA 

The  Soviet  Union  and  China  have  supported  Communist 
North  Korea  for  at  least  four  decades 


Nov/,  South  Korea  has 
granted  $3  billion  in 
assistance  to  Moscow, 
and  trade  has  grown  to 
$1  billion  annually.  That 
could  hit  $10  billion 
within  five  years.  In 
return,  the  Soviets  hove 
established  diplomatic 
relations  with  Seoul  and 
put  pressure  on  the  North 
to  open  up 


NORTH  KOREA 


POPULATION  GNP 

18  $20 

MILLION  BILLION 


SOUTH  KOREA 


The  U.S.  and  Japan  support  the  South's  attempt  to 
encircle  the  North  and  have  kept  their  contacts  with 
Pyongyang  to  a  minimal  level 

DATA:  BW 


did,"  says  one  of  his  brothers,  known  as 
Little  Chung,  who  is  13  years  younger. 
Today,  with  revenues  of  $2.8  billion, 
Hyundai  Engineering  &  Construction 
Co.  is  Korea's  largest  building  outfit. 

Unlike  Samsung  and  Lucky-Goldstar, 
Hyundai's  management  control  remains 
in  the  hands  of  the  Chungs — especially 
Big  Chung.  Although  he  made  himself 
honorary  chairman  in  1987  and  turned 
over  formal  authority  to  Little  Chung, 


no  one  doubts  who's  really  in  charge. 
"Hyundai  is  still  run  by  a  very  strong, 
powerful,  charismatic  person,"  says  a 
Korean  banker  who  has  lent  to  Hyundai 
for  years.  "If  the  honorary  chairman 
thinks  it's  a  good  project,  it'll  get  done." 

With  visitors,  Chung  affects  an  air  of 
soft-spoken  reticence  and  informality. 
Decked  out  in  the  company  uniform,  he 
could  pass  for  any  of  the  group's  200,000 
employees.  But  inside  Hyundai  he  has 
built  a  reputation  as  a  socially  con- 
servative, hard-bitten  autocrat.  Be- 
cause he  hangs  tough,  labor  rela- 
tions at  Hyundai  companies  are 
among  Korea's  most  tumultuous. 
Staffers  tremble  in  his  presence,  or 
even  at  his  anticipated  arrival. 
'TOO  OLD'?  Critics  call  him  an 
anachronism.  "He's  had  difficulty 
adjusting  from  the  political  style  of 
the  1970s,"  says  a  national  assem- 
blyman from  the  ruling  Democratic 
Liberal  Party.  "He's  too  old.  When 
the  political  leadership  asks  him  to 
do  things  like  provide  more  welfare 
to  his  workers,  he  refuses."  Others 
wonder  if  he  is  tilting  at  windmills 
with  his  Soviet  joint  ventures. 

"How  can  you  make 
money  in  that  kind  of 
country?"  asks  Gold- 
star Senior  Managing 
Director  Kim  Young- 
June. 

Maybe  it's  impossi- 
ble. But  then,  South 
Korea's  opening  to  the 
communist  giants  is 
already  paying  politi- 
cal dividends.  In  April, 
China  told  the  north 
that  the  two  Koreas 
should  seek  separate 
membership  in  the  U.  N.,  some- 
thing North  Korea  has  fervently 
opposed.  For  their  part,  the  Soviets 
recently  vowed  to  withhold  urani- 
um  from   North   Korea  until  it 
agrees  to  international  inspection 
of  its  nuclear  facilities.  The  Soviets 
have  begun  demanding  that  the 
north  pay  for  Soviet  crude  oil  with 
hard  currency.  Feeling  the  heat. 
North  Korea  is  making  futile  over- 
tures to  Japan  for  aid. 

Chung  runs  the  risk  of  making 
the  north  even  more  paranoid— and 
perhaps  openly  hostile.  But  he  has 
no  intention  of  turning  back.  New  alli- 
ances between  old  enemies  could  solidify 
and  change  the  face  of  Asia  as  dramati- 
cally as  the  fall  of  the  Berlin  Wall 
changed  the  face  of  Europe.  If  that  hap- 
pens soon  enough,  Chung  Ju-Yung  just 
may  preside  over  Hyundai's  big-time  ex- 
pansion into  what  is  now  North  Korea. 

By  Robert  Neff  and  Laxmi  Nakarmi  in 
Seoul,  with  Amy  Borrus  in  Washington 
and  Rose  Brady  in  Moscow 


South  Korea  has 
boosted  its  investments 
in  China,  and  two-way 
trade  has  grown  to 
$3  billion  annually, 
with  more  to  come.  The 
Chinese  have  established 
a  quasi-official  trade 
office  in  Seoul  while 
nudging  the  North  to 
reform  its  rigid  total- 
itarian system 
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HOW  A  SMALL 
COLORADO  COMPANY 
BECAME  A  GLOBAL  PLAYER 


Intellistor,  Inc.  is  a  small  high-tech  com- 
pany in  the  foothills  of  the  Colorado  Rock- 
ies. With  a  staff  of  some  130  engineering 
experts,  it  designs  and  develops  some  of 
the  world's  most  sophisticated  storage  sys- 
tems for  high  performance  computers. 

Its  products  are  sold  all  over  the  globe, 
and  this  is  a  source  of  great  pride  to  Intelli- 
stor And  also  kind  of  a  surprise;  when  it  was 
founded  as  a  start-up  back  in  1983,  it  had 
no  idea  that  it  would  become  a  global  play- 
er None  whatsoever  Its  biggest  ambition 
had  been  to  carve  out  a  small  market  niche 
for  itself  in  America.  But  then  it  met  Fujitsu. 

GLOBAL  GIANT 

Fujitsu  is  a  global  computer  and  com- 
munications giant,  an  enormous  force  in 
the  worldwide  high-tech  revolution.  With 
115,000  employees  and  projects  completed 
in  more  than  100  countries,  it  is  working  to 
promote  local  economies  through  global 
distribution  of  products  and  services. 

Fujitsu  discovered  the  genius  of  Intelli- 
stor in  1985,  when  it  contracted  with  the 
company  to  develop  an  intelligent  storage 
system  for  some  of  its  computers.  Intellistor 
did  such  a  fast,  efficient  and  creative  job 
that  Fujitsu  came  back  for  more.  And  more. 
And  soon  a  very  special  relationship  devel- 
oped between  the  two  companies— a  rela- 
tionship that  resulted  in  marriage. 

BRILLIANT  BUT  STRUGGLING 

Like  many  high-tech  start-ups,  Intelli- 
stor was  brilliant  but  struggling,  starving  for 


capital.  For  its  part  Fujitsu  was  at  a  point 
where  it  needed  Intellistor;  it  could  use  the 
company's  freewheeling,  high-spirited  en- 
trepreneurial drive. 

In  1987  Fujitsu  acquired  Intellistor 
And  since  then  Intellistor  has  doubled  its 
employment,  and  developed  a  whole  string 
of  remarkable  new  products— which  are 
finding  their  way  to  the  global  marketplace. 
And  tfnis  is  only  the  beginning.  The  future 
IS  bright  for  both  sides.  That's  what  you 
get  when  you  put  together  the  best  of  two 
different  worlds. 


Lew  Frauenfelder,  president  of  Intellistor  Mr 
Frauenfelder  founded  Intellistor  in  1983.  met  Fujitsu 
in  7985,  and  joined  forces  with  the  company  in  7987 
"Our  relationship  with  Fujitsu."  he  says,  "has  brought 
only  good.  It  has  enabled  us  not  only  to  survive  but  to 
double  our  employment  and  concentrate  on  doing 
what  we  do  best:  develop  world-class  products." 
For  the  full  details  of  the  Fujitsu -Intellistor  story  call 
(303)  682-6539. 


FUJITSU 


The  global  computer     communications  company. 
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Investing 


THINK  YOU'VE  FOUND 
THE  NEXT  MICROSOFT? 


G 


>etting  in  on  the 
I  ground  floor  of  a  new 
'company  is  part  of  ev- 
ery investor's  dream.  Who 
wouldn't  want  to  participate 
in  an  initial  public  offering 
and  buy  a  few  hundred  shares 
in  the  next  Microsoft  or  Wal- 
Mart  Stores?  For  many  inves- 
tors, though,  IPOS  have  been  a 
nightmare.  It's  common  for 
new  issues  to  sell  below  their 
initial  offering  price  within  6 
months  to  12  months  and  stay 
that  way  for  some  time. 

That's  a  sober  bit  of  advice 
now,  as  investment  bankers 
furiously  crank  out  new  is- 
sues. So  far  this  year,  Wall 
Street  has  brought  out  60  of 
them,  raising  nearly  $4  billion. 
And  an  additional  132  are  in 
the  pipeline,  looking  to  raise 
some  $4.5  billion,  according  to 
IDD  Information  Services,  a 
New  York  firm  that  collects 
data  on  deals.  "When  you  get 
to  a  rate  of  35  deals  a 
month,  it's  a  frenzy," 
says  Robert  Natale, 
who  writes  the 
Emerging  &  Special 
Situations  newsletter 
at  Standard  &  Poor's. 

ON  A  TEAR.  The  IPO 

market  comes  to  life 
every  time  the  bulls 
stampede  down  Wall 
Street.  Hopeful  com- 
panies and  eager  in- 
vestment bankers  try 
to  capitalize  on  the  in- 
satiable appetite  of  in- 
vestors. As  a  result, 
the  first  wave  of 
deals — in  this  case, 
those  done  in  January 
and  February — are 
usually  considered 
best  for  investors, 
since  they  were  on  the 
drawing  board  before 
the  bull  market  took 
hold.  Later  deals  are 
pricier — and  riskier. 
Stocks  that  go  pub- 


lic are  often  in  industries  that 
are  already  popular  in  the 
market.  Health  care  stocks 
have  been  on  a  tear  for  sever- 
al years  now — so  the  new-is- 
sues calendar  is  heavy  with 
health  maintenance  organiza- 
tions, home  care  providers, 
and  biotechnology  companies. 
There  are  plenty  of  high-tech- 
nology companies,  too,  from 
next-generation  semiconduc- 
tor manufacturers  to  soft- 
ware developers. 

Not  all  the  companies  rais- 
ing money  in  this  year's  IPO 
market  are  young  outfits,  ei- 
ther. Duracell  International, 
which  was  expected  to  go 
public  May  2,  has  nearly  $2 
billion  in  sales  worldwide  and 
traces  its  lineage  back  to 
1935.  The  battery  manufactur- 
er, which  planned  to  sell  25 
million  shares  to  the  public, 
was  part  of  Kraft  before  the 
investment  firm  of  Kohlberg 


THESE  IPOs  ARE 
MOVING  TO  THE  LAUNCHPAD... 


Company 

Number 

Istimated 

of  shares 

price 

Millions 

>er  share 

ANNTAYLOR  STORES 

5.1  $22-$25 

FILENE'S  BASEMENT 

4.5 

11-13 

HOMEDCO  GROUP 

3.7 

14-16 

JONES  APPAREL  GROUP 

5.6 

13-15 

QUARTERDECK  OFFICE 

SYSTEMS 

3.4 

13-15 

...AND  THESE 

HAVE  BLASTED 

OFf— BUTSTIU  BEAR 

WATCHING 

Company 

Offering 

Offering 

Recent 

date 

price 

price 

INTEGRATED 

HEALTH  SERVICES 

Apr.  24 

14 

151/2 

LXE 

Apr.  1 1 

91/2 

131/2 

MEDICAL  MARKETING 

GROUP 

Mar.  26 

121/2 

221/4 

PLATINUM 

TECHNOLOGY 

Apr.  18 

15 

201/2 

Kravis  Roberts  took  the  com- 
pany private  in  a  1988  lever- 
aged buyout. 

The  Duracell  deal — like 
those  of  RJR  Nabisco,  Caldor, 
and  the  upcoming  AnnTaylor 
Stores  and  Filene's — is  a  re- 
verse LBO  that  takes  a  private 
company  public  again.  Given 
the  billions  in  LBOs  launched 
over  the  past  decade,  such 
deals  will  dominate  the  new- 
issues  market. 

SLIM  PROFITS.  Playing  the  IPO 
market  is  daunting.  The  pre- 
liminary prospectus,  or  red 
herring,  is  often  a  jumble  of 
legalese  and  financial  jargon, 
and  you're  largely  on  your 
own  when  it  comes  to  deci- 
phering it.  That's  very  differ- 
ent from  investing  in  General 
Motors  or  IBM,  where  there's 
no  shortage  of  advice.  News- 
letters such  as  New  Issues, 
published  by  the  Institute  for 
Econometric  Research  in  Fort 
Lauderdale,  Fla.,  and 
.S&P's  Emergir^g  & 
Special  Situations  of- 
fer IPO  analyses,  but 
not  for  every  deal. 

With  many  new  of- 
ferings, such  as  those 
in  biotechnology,  con- 
ventional analysis 
won't  be  much  help. 
Forget  about  profits, 
too.  Most  of  these 
companies  don't  have 
revenues,  and  it  could 
be  years  before  they 
have  any  salable  prod- 
ucts. Such  a  company 
is  Cephalon,  which  on 
Apr.  25  sold  3.3  mil- 
lion of  its  7.5  million 
shares  to  the  public  at 
$18  a  share.  That  gave 
the  company,  which 
hopes  to  develop 
drugs  for  treating  dis- 
orders such  as  Alz- 
heimer's disease,  a  to- 
tal market  value  of 
$135  million. 


Some  indicators  suj 
that  investors  are  having  s 
ond  thoughts  about  the  lo 
levels  at  which  biotech  com 
nies  come  public — a  healt 
sign.  By  Apr.  30,  the  Cep 
Ion  stock  was  down  to  15 
And  Regeneron  Pharmacei 
cals,  which  came  out  at  22 
Apr.  2,  is  now  12%. 
BUYER  BEWARE.  Given  1 
huge  risks  in  IPOs,  invest 
can  follow  certain  rules  to 
prove  their  prospects.  Fii 
stick  to  what  S&p's  Nat 
calls  "investment  gn 
IPOs" — those  underwritten 
major  New  York  investm^ 
banks  or  regionals  such 
Alex.  Brown  &  Sons,  Gov 
&  Co.,  Hambrecht  &  Qu 
Montgomery  Securities, 
Robertson,  Stephens  &  < 
These  firms  are  more  likely 
pitch  high-quality  IPOs, 
cause  they  cater  to  major 
stitutional  clients. 

Along  the  same  lines,  1: 
IPOs  in  which  the  price  is 
least  $5  per  share.  Below  tl 
threshold,  the  IPO  is  a  per 
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k.  And  keep  away  from 
it"  offerings — new  stocks 
caged  with  warrants  to 
more  shares.  Quality 
s  don't  need  such  war- 
s  as  sweeteners, 
ext,  compare  the  iPO's  fi- 
eials  with  those  of  similar 
panies  already  public.  Pay 
ntion  to  price-earnings  ra- 
,  If  an  IPO  has  a  p-e  of  40 

comparable  public  compa- 

are  20,  the  deal  could  be 
rpriced.  Look  at  the  earn- 
>  growth  rate.  "I  want  a 
imum  30%  growth  rate  in 
lings  and  revenues,"  says 

Oberweis  of  the  Oberweis 
srging  Growth  Fund.  And 

earnings  growth  rate 
uld  be  well  above  the  p-e. 
ind  out  who  benefits  from 

offering.  The  best  deals 

those  in  which  the  pro- 
Is  go  to  the  company  for 
•king  capital  or  to  reduce 
t.  In  small,  entrepreneur- 
companies,  founders  might 

shares  on  the  block  to 
St  the  size  of  the  offering, 
existing  shareholders  are 


selling,  they  should  still  own  a 
large  proportion  of  the  com- 
pany's stock  after  the  sale. 

Finally,  pay  attention  to 
management's  pedigree. 
What  are  the  executives' 
track  records?  One  reason  for 
the  success  of  the  IPO  for 
Medical  Marketing 
Group  is  the  superb 
reputation  of  its  par- 
ent, Medco  Contain- 
ment Services,  and  of 
Medco  CEO  Martin 
Wygod,  who  also 
chairs  MMG.  With  re- 
search companies, 
look  at  the  scientific 
advisory  board. 

Ask  yourself,  too, 
whether  the  compa- 
ny's business  plan 
makes  sense.  Ross 
Systems,  which  went  public 
on  Apr.  26,  sells  software 
that,  in  effect,  retrofits  Digi- 
tal Equipment  computers 
from  technical  to  commercial 
applications.  "You  can  make 
money  doing  that,"  says  Rog- 
er McNamee,  manager  of  the 


T.  Rowe  Price  Science  & 
Technology  Fund.  "But  the 
market  is  limited."  Also, 
Ross's  prospects  may  depend 
more  on  DEC  than  on  itself. 
PATIENCE  PAYS.  Your  home- 
work on  IPOs  may  be  futile  if 
you  can't  actually  buy  shares 


WHEN  INVESTING  IN  IPOs... 

►  Stick  to  offerings  from  major  invest- 
ment banks  or  well-regarded  regionals 

►  Buy  stocks  with  an  initial  offering 
price  of  at  least  $5  per  share 

►  Compare  financials  with  those  of  like 
companies  that  are  already  public 

►  Be  sure  most  of  the  proceeds  go  to 
the  company,  not  to  other  shareholders 


at  the  offering.  But  that's 
where  the  individual  is  at  a 
disadvantage:  Most  shares 
are  allocated  to  the  pros. 

If  you're  the  best  customer 
of  the  best  broker  in  a  large 
branch  office  of  the  lead  un- 
derwriter, you  might  get  a 


couple  hundred  shares  allocat- 
ed to  you.  Bob  Mescal,  an  an- 
alyst at  New  Issues,  says  indi- 
viduals frozen  out  by 
underwriters  might  call  the 
chief  financial  officer  of  the 
company  going  public  and  ask 
to  buy  some  shares.  Says 
Mescal:  "These  com- 
panies want  a  diversi- 
fied group  of  share- 
holders— especially 
individuals." 

Finally,  if  you  don't 
get  a  piece  of  the  of- 
fering, don't  chase  the 
stock  in  the  aftermar- 
ket.  Instead,  keep 
track  of  its  price, 
earnings,  and  other 
developments.  Indeed, 
history  suggests  the 
best  time  to  buy  IPGs 
is  long  after  they  come  public. 
By  that  time,  "flippers" — 
traders  who  look  to  take  ad- 
vantage of  a  stock's  short- 
lived hot  streak — have  sold 
and  moved  on.  That's  the  time 
for  long-term  investors  to 
move  in.       Jeffrey  Ladei-man 
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Autos 


A  PAIR  OF 

TECHNO-WHIZ 

SPEEDSTERS 


F 


Irom  behind  the  wheel  of 
I  a  Dodge  Stealth  R/T  Tur- 
bo or  Mitsubishi  3000GT 
VR-4,  you  feel  as  though 
someone  has  suspended  the 
laws  of  physics.  This  nearly 
identical  pair  of  Mitsubishi- 
made  sports  cars  can  produce 
neck-snapping  acceleration, 
uncanny  cornering,  and  skid- 
free  stops.  Thanks  to  the 
techno-wizardry  of  all-wheel 
drive,  four-wheel  steering, 
and  twin-turbo  V6  engines 
that  kick  out  a  thumping  300 
horsepower,  these  hot  rods 
are  redefining  the  reasonably 
priced  sports  car. 

The  Stealth  and  the  3000GT 
take  sharp,  bumpy  corners  se- 
renely, with  no  hint  of  the 
rear-end  twitchiness  that  can 
make  some  sports  cars  a 
handful.  And  because  the  rear 
wheels  help  steer,  the  cars 


THE  300-HP  DODGE  STEALTH:  MITSUBISHI'S  MODEL  IS  NEARLY  IDENTICAL 


are  lightning  quick.  Road  & 
Track  says  the  3000GT  zipped 
through  its  slalom  course 
faster  than  any  other  produc- 
tion car  ever  tested:  66.8  mph. 
Acceleration  on  the  highway 
is  equally  impressive:  Both 
vehicles  go  from  0  to  60  mph 
in  6  seconds.  Swift  stops  are 
surefooted,  since  computer- 
ized hydraulics  keep  the 
wheels  from  locking.  An  auto- 
matically adjusting  suspen- 
sion smooths  the  ride. 

Both  cars  are  as  good  at 
turning  heads  as  turning  cor- 


ners, with  their  swooping  roof 
lines  and  shovel-nosed  snouts. 
Although  nearly  identical  in 
size  and  shape,  Chrysler  gave 
the  Stealth  slightly  different 
styling  cues.  For  example,  the 
Dodge's  fake  side  air  vents  in 
front  of  the  rear  wheels  are 
less  obtrusive  than  the  Mitsu- 
bishi's finned  ones,  which  bla- 
tantly mimic  a  Ferrari's. 
MAD  DASH.  Inside,  the  cars  are 
a  bit  disappointing.  The  ta- 
chometer and  speedometer 
have  large,  legible  dials.  But 
switches  aren't  always  easy 


to  find.  The  outside  mu 
control  and  rear  defogger 
hidden  behind  the  steer 
wheel.  The  TV-like  pictogr 
that  monitors  the  climate-( 
trol  system  is  so  small 
complex  you  almost  have 
pull  over  to  decipher  it. 

For  all  their  sophistics 
technology,  these  cars  are 
ative  bargains.  The  300( 
VR-4  goes  for  $31,400,  w 
the  Stealth  R/T  Turbo 
$29,860,  including  100-w 
stereo,  air  conditioning, 
other  features.  That  compE 
with  a  $33,500  sticker  p 
for  a  top-end  Nissan  30( 
and  $43,350  for  a  Porsche 
S2  Coupe. 

If  you  can  do  without  s( 
of  the  whiz-bang  featui 
both  cars  come  in  less  exj 
sive  versions.  Two  nontui 
222-hp,  front-drive  versions 
the  Dodge  go  for  $19,439 
$26,069,  while  the  compan 
Mitsubishis     range  fr 
$19,059  to  $25,579.  Their 
formance  can't  match 
stunning  quickness  of  tl 
higher-priced  brethren, 
they  do  have  as  much  get 
and-go  as  most  folks  neec 
want.  Da  rid  Wood 


For  years,  about  the  only 
way  Americans  could  in- 
vest in  foreign  currencies 
was  to  purchase  dollar-de- 
nominated shares  in  over- 
seas bond  mutual  funds  or 
buy  the  currencies  through 
foreign  banks  and  hold  on  to 
them. 

But  a  change  in  U.  S. 
banking  laws  last  year 
opened  up  a  more  efficient 
option:  foreign-currency 
bank  accounts.  Most  of  these 
accounts  are  geared  toward 
small  businesses  with  over- 
seas operations.  But  Citibank 
in  New  York  and  Mark 
Twain  Bancshares  in  St.  Lou- 
is allow  investors  to  buy  Ger- 
man marks,  yen,  and  other 
currencies.  The  Federal  De- 
posit Insurance  Corp.  insures 
the  accounts  for  $100,000. 
DOUBLE  GAIN.  Mark  Twain 
requires  a  minimum  deposit 
of  $20,000,  which  you  can  in- 
vest in  most  foreign-curren- 
cy timed  deposits.  Maturities 
range  from  three  months  to 
a  year.  Citibank's  Multi- 


Smart  Money 

MARKS,  YEN,  FRANCS,  POUNDS: 
IT'S  MONEY  IN  YOUR  BANK 


Money  account  has  a  $25,000 
minimum  and  restricts  your 
investments  to  sLx  curren- 
cies: marks,  yen,  pounds, 
Swiss  francs,  and  Canadian 
and  Australian  dollars.  Citi- 
bank customers  can  also 
invest  in  money-market 
accounts  consisting  of  indi- 
vidual foreign  currencies. 

A  foreign-currency  invest- 
ment now  allows  you  to  earn 
higher  yields  than  those  paid 
by  U.  S.  certificates  of  depos- 
it. By  opening  a  $20,000  ac- 
count today  in  pounds  ster- 
ling, for  instance,  you  could 
earn  10.25%  annually  in  in- 
terest, or  $2,050  a  year,  com- 
pared with  the  6.0%  to  6.2% 
yield  for  a  dollar-denominat- 
ed 12-month  CD.  Higher  in- 
flation abroad  and  foreign 


monetary  policy  contribute 
to  the  higher  yields.  Your  ac- 
count may  also  get  a  "cur- 
rency kicker"  if  the  dollar's 
value  drops.  If  it  falls  9%, 
your  total  return  on  the  ac- 
count above  would  be  $3,902. 


Foreign-currency 
CDs  can  earn  more 
than  dollar  accounts 


Should  the  dollar  rise,  how- 
ever, you  could  lose  money. 

Investors  can  put  dollars 
in  one  currency  and  switch 
them  to  others  without  fees. 
There's  no  charge  for  open- 
ing a  foreign  cash  account 


and  no  monthly  manageme 
fee.  Banks  profit  from  ea 
switch  by  selling  the  curn 
cies  at  a  slight  premium  o\ 
what  they  paid. 

There  are  risks,  of  couri 
Banks  don't  monitor  the 
counts,  although  they  will 
low  you  to  roll  over  your  f 
eign  timed  deposits  so  y 
can  avoid  ha\ing  to  ca 
them  in  and  realize  a  lo 
And  currencies  can  be  i 
tremely  volatile.  As  the  g^ 
war  was  winding  down  i 
mid-February,  for  instani 
investors  flocked  to  the  d 
lar.  The  surge  caused  a  ci 
responding  15%  decline 
foreign  currencies. 

For  that  reason,  banks  i 
vise  investors  to  be  pati< 
with  their  accounts  and  to  : 
strict  foreign  currencies 
less  than  20%  of  their  to 
investment  portfolios.  As  f 
which  way  the  dollar  is  f 
ing  next,  currency  expei 
are  divided.  In  a  pinch,  y 
could  always  flip  a  quarter 
or  a  mark.         Bruce  Hai 
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Adobe  and  PostScript  are  registered  trademarks  of  Adobe  Systems  Incorporated  and  are  registered  in  the  U.S. 

THE  PLUS  IS  DOS/MAC 
COMPATIBIUTY. 

Introducing  the  Kodak  Ektaplus  70/6  printer. 

Equipped  with  Adobe  PostScript 
language/Appletalk  interface  options, 
it  can  support  both  DOS  and 
Macintosh  computers  simultaneously! 
Configure  it  with  four  ports, 
and  it  can  support  up  to  four 
users,  or  even  four  networks. 
Six  emulations  make  it  an 
ideal  shared  printer  for  any 
work  group. 


THE  PLUS  IS  16PPM  SPEED. 

Twice  as  fast  as  traditional  printers,  the  Kodak  Ektaplus  7016 
printer  can  make  you  at  least  twice  as  productive. 
It  maintains  fast,  high-quality  throughput,  even  when 
printing  Adobe  PostScript  language.  It  helps  you 
get  more  done  in  a  day. 


EPLUSISACDPIER. 

Imagine  the  convenience  of  having  a  built-in 
copier  for  those  frequent  one-  or  two-copy 
jobs!  The  Kodak  Ektaplus  7016  printer 
comes  standard  with  a  6  pages-per- 
minute  convenience  copier  that 
keeps  everybody  on  the  job 
instead  of  on  the  run.  For  the  -■<i:;<;'ii::^-^''' 
name  of  the  dealer  nearest  you, 
call  1 800344-0006,  Ext.  456. 


rHEPN 
NITHAP 


Kodak  Ektaplus  7016  printer 
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Volunteering 

EASTERN  EUROPE  IS  lOOKING 
FOR  A  FEW  GOOD  EXECUTIVES 


Uncle  Sam  wants  you — 
to  help  rebuild  Eastern 
Europe.  That  was  the 
pitch  President  Bush  made 
last  year  as  communist  re- 
gimes were  overturned  from 
Warsaw  to  Bucharest.  The  re- 
cruitment office  is  being 
manned  by  the  likes  of  former 
Federal  Reserve  Board  Chair- 
man Paul  Volcker  and  former 
New  York  Stock  Exchange 
Chairman  John  Phelan  Jr. 
And  Corporate  America  is 
heeding  the  call. 

Programs  are  popping  up 
everywhere  to  send  U.  S.  ex- 
ecutives to  Europe's  Eastern 
frontier.  The  work  is  mostly 
unpaid,  but  it  carries  fringe 
benefits.  Such  pro  bono  stints 
offer  a  firsthand  view  of  vast 
new  markets.  And  it  lets  U.  S. 
executives  make  business  and 
government  contacts  that 
could  smooth  the  way  for  fu- 
ture private  ventures. 

It's  no  worker's  paradise, 
though.  Aside  from  a  handful 
of  large  hotels,  accommoda- 
tions don't  exactly  provide  the 
comforts  of  home.  Retired 
John  Deere  manager  Theo- 
door  Teijan  lived  in  a  sparsely 
furnished  factory  apartment 
200  kilometers  south  of  War- 
saw for  two  months  while 
helping  a  farm  equipment 
company  retool.  The  local  res- 
taurants were  so  unappetizing 
that  he  rarely  ate  out. 
ON  PAYROLL.  Still,  aiding  in  re- 
form has  its  rewards.  "You're 
able  to  see  your  hand  in 
change  right  away,"  says 
Gary  Schuster,  a  Union  Pacif- 
ic vice-president  who  spent  a 
week  on  a  fact-finding  mis- 
sion in  Warsaw.  Like  many 
executives,  Schuster  went  at 
company  expense.  Other  cor- 


porations, such  as  IBM,  RJR 
Nabisco,  and  American  Ex- 
press, continue  to  pay  the  sal- 
aries of  managers  away  on 
long-term  projects. 

The  Citizens  Democracy 
Corps  (CDC)  (202  872-0933), 
launched  last  October  with 
U.  S.  government  seed  capital 
and  chaired  by  Union  Pacific 


agers  have  submitted  their 
names.  The  data  base  includes 
information  about  the  300 
foundations.  Rotary  clubs, 
and  other  organizations  that 
are  sending  experts  to  East- 
ern Europe. 

The  elite  Financial  Services 
Volunteer  Corps  (212  455- 
3550)  flies  week-long  missions 
into  Eastern  Europe  to  assist 
the  banking,  legal,  account- 
ing, and  insurance  sectors. 
Once  they  identify  key  pro- 
jects, well-heeled  board  mem- 
bers such  as  Volcker  tap  high- 
powered  colleagues  to  carry 
out  the  jobs.  One  swat  team 


ulty  and  students  at  the  o 
lege  for  Foreign  Trade. 

The  league  aims  to  reci 
18-  to  24-year-olds  for  a  ;a 
of  service  and  match  tii 
with  senior  managers.  AnJ 
er  NSL  program  will  sen(2 
to  30  executives  to  one  cui 
try  for  up  to  eight  morv 
Among  their  projects:  hel] 
to  establish  a  daily  En^ 
newspaper  and  developi 
corporate  day  care. 

The  International  Execilv 
Service  Corps  (203  967-6« 
enlists  active  and  retired  ri.- 
agers,  consultants,  and 
demies.  It  pays  for  travel 


CEO  Drew  Lewis,  is  actively 
recruiting  volunteers.  It 
kicked  off  its  efforts  by  send- 
ing a  scouting  mission  to  Po- 
land in  March.  Management 
teams  are  now  working  on 
several  projects,  including  one 
to  improve  the  antiquated 
food  distribution  system. 

The  CDC  has  also  created  a 
data  base  to  link  U.  S.  compa- 
nies or  individual  volunteers 
with  Eastern  European  part- 
ners in  need  of  aid.  So  far, 
1,000  middle  and  senior  man- 


introduced  a  back-room  clear- 
ing system  to  Hungary's 
fledgling  stock  exchange. 
Others  will  help  set  up  a  Pol- 
ish insurance  industry  and 
mutual  funds  in  Hungary. 

Another  organization  is  The 
National  Service  League  (914 
591-5168).  Founded  in  July, 
1990,  its  first  mission  was 
sending  a  squadron  of  com- 
puter students  and  IBM  execu- 
tives to  Hungary  to  teach  Lo- 
tus 1-2-3,  WordPerfect,  and 
desktop  publishing  to  the  fac- 


expenses,  plus  a  modest  { 
diem.  Lewis  Auer,  a  ret' 
AMF  executive,  so  enjoyed 
stint  last  fall  evaluating  j 
prospects  of  36  indust 
companies  in  Poland  that  1 
going  back.  "Eastern  Eur 
can  become  tremendou 
competitive  again,"  he  s;. 
"But  there's  a  lot  of  worl 
be  done."  If  the  volunteer 
mies  keep  coming.  East 
Europe  may  be  in  fight 
trim   sooner  than  anyi 
imagined.  Gail  Schi 


Worth  Noting 

■  VOLGA  BOATING.  A  new  So- 
viet cruise  ship,  the  MV  Na- 
kom  Pakhomov,  makes  its  de- 
but this  summer  with  11-day 
sailings  between  Leningrad 


and  Moscow.  Prices  are  $2,683 
to  $3,583  per  person,  which  in- 
cludes round-trip  airfare  from 
New  York  or  Los  Angeles 
(212  691-2099). 

■  A  LA  CARTE.  American  Ex- 
press cardholders  now  get  dis- 
counts on  orders  from  three 


gourmet  catalogs.  The  Silver 
Palate  (800  872-5283)  is  offer- 
ing 407o  off  delicacies.  Brown 
&  Jenkins  Trading  Co.  (800 
456-5282)  takes  10%  off  cof- 
fees, and  the  Wine  Enthusiast 
(800  356-8466)  cuts  prices  10% 
to  257o  off  wines. 


■  BOOM  BOX.  From  Bost 
based  Ad  Lib  comes  a  r 
line  of  audio  adapters  that 
your  IBM  PC  or  clone  synl 
size  music,  speech,  and  soi 
effects.  Ad  Lib  Gold  come! 
three  models,  $300  to  $500 
electronics  stores. 
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There  may  be 
only  one  person 
benefiting  from 
your  dental  plan. 


[f  your  company's  dental  plan  is 
'packaged"  with  group  medical 
.nsurance,  the  only  winner  in  the 
long  run  is  your  insurance  agent. 

Because  of  skyrocketing  medi- 
cal costs,  insurance  companies 
created  more  restrictive  plans.  And 
while  these  limitations  might  make 
sense  for  medical  coverage,  they 
don't  for  dental  benefits. 

Major  illnesses  are  unpredict- 
able, and  their  associated  costs  can 
be  catastrophic. 

In  contrast,  dental  care  is 
predictable  and  preventive.  More- 
over, dental  plans  usually  have  an 
annual  maximum  benefit  and  a  co- 


payment  on  most  treatment.  Cost 
containment  is  already  built  in. 

Be  a  hero.  Before  you  ask  your 
employees  to  settle  for  an  add-on 
dental  plan  that  excludes  treatment, 
restricts  services,  or  denies  them 
the  right  to  visit  the  dentist  of 
their  choice,  consider  your  options. 

Call  1-800-736-7071  ext.  1204,  or 
write  to  us  for  a  free 


brochure,  "Structuring  A  Dental 
Plan  So  Everybody  Benefits."  It 
describes  dental  plan  alternatives 
that  give  employees  the  right  to 
choose,  yet  could  cost  your  com- 
pany less  than  you're  paying  now. 
That  way  everyone  wins. 


CPA  CALIFORNIA  DENTAL  ASSOCIATION 

Sm^t  We're  the  Dentists  Who  Set  the  Standards  '" 
llnn^  RO.  Box  1 3749, Sacramento, CA  95853  4749 

CDA  Members  also  belong  to  the  American  Dental  Association  and  their  local  dental  society 
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THROUGH  MS 
STOMACH. 


While  your  cooking  was               Fortunately,  you  con  help  call1-800-EAT-LEAN. 

supposed  to  help  you  win  reduce  your  risk  simply  by  eating  Don't  let  yourself  be  counted 

someone's  heart,  it  may  also  a  low-fat  diet  containing  lots  of  among  the  thousands  of 

help  you  destroy  it.  fruits  and  vegetables,  whole  people  every  year  who  literally 

Because  a  diet  thafs  too  groin  foods,  lean  meats,  fish,  eat  their  hearts  out, 

high  in  fat  may  increase  the  risk  poultry  and  low-fat  dairy  products.  —               PAT  irAM 

of  heart  disease  as  well  as  cer-          For  a  free  booklet  on  how  J"nllll*F  Al"l  r  AN 

tain  kinds  of  cancer.  to  reduce  the  fat  in  your  diet,  I  UUU  LMI  LLMR 

^0    A  public  service  message  from  The  Henry  J  Kaiser  Family  Foundation 


118BCA 


The  press: 

fbU  court 


one-ctti-one. 


Charging.  Dodging.  Challenging. 
Guarding.  One  side  on  the  offensive. 
One  side  on  the  defensive. 

When  the  press  faces  off  against 
public  figures,  it  sometimes  seems  like 
a  sporting  event.  But  it's  more  serious 
than  that.  Because  often,  at  the  heart 
of  the  issue  is  the  First  Amendment. 
And  its  guarantees  of  a  free  press. 

Some  say  the  rights  of  the  press 
should  be  taken  away.  They  say  the 


press  goes  too  fan  Sometimes  even  the 
press  questions  how  far  is  too  far 

Others  say  the  rights  of  the  press 
protect  the  rights  of  the  people.  Your 
right  to  be  informed  about  things  that 
affect  your  life  and  your  right  to  decide. 

The  debate  will  continue. 

But  one  thing  is  for  sure.  \bu  won't 
always  agree  with  what  the  press  has 
to  say 

And  it's  your  right  not  to. 


To  learn  more  about  the  role  of  a 
free  press  and  how  it  protects  your 
rights,  contact  the  First  Amendment 
Center  at  1-800-542-1600. 

If  the  press 
didrf t  tell  us, 
who  would? 


A  public  service  message  of  The  Ad  Council  and  The  Sociecy  of  Professional  Journalisis 
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HE  HAS  ID  FLV.  AND  IT  SHOWS 

m 
(tl 


You  know  the  feeling  of  slogging 
your  way  through  an  endless  business 
trip.  The  blur  of  airports,  hotel  lobbies 
and  meeting  rooms.  The  TV  commer- 
cials make  it  seem  so  glamorous.  But 
in  real  life  it's  something  else. 

At  Alaska  Airlines,  we  know  what 
it  can  be  like  out  there.  So  we  do  all 


we  can  to  help  smooth  out  some  of 
the  rough  edges. 

We  start  with  niceties  like  extra 
legroom.  Fresh,  tasty  meals.  And  vin- 
tage wines  (at  no  extra  charge).  But 
mostly  we  try  to  be  kind  and  consid- 
erate. To  make  you  feel  like  a  human 
being -instead  of  a  human  duffle  bag. 


If  business  takes  you  up  and  dov, 
the  west  coast,  call  your  travel  agenj 
or  Alaska  Airlines  at  1-800-426-03 
And  see  if  we  can't  make  your  nextl 
business  trip  a  little  easier  to  take. 


Voted  "Best  U  5  Airline"  by  the  readers  of  Conde  Nasi  Traveler  magazine 
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Van  Kampen  Merritt  ® 


VAN  KAMPEN  MERRITT  U.S.  GOVERNMENT  FUND 

NOT  JUST  % 
BUT  a  FOR 
SIX  YEARS. 

The  Van  Kampen  Merritt  U.S.  Government  Fund  is  ranked  the  number 
one  performing  U.S.  Mortgage  Fund  for  the  six-year  period  ended 
March  31,  1991. 

What  does  this  mean  to  you?  The  potential  for  a  rewarding  long-term 
opportunity — especially  if  you  seek: 

•  High  current  income 

•  Safety  of  principal 

•  Outstanding  total  return  over  time 

It's  one  thing  to  be  number  one  for  a  given  one-year  period,  but  it  takes 
something  more  to  do  it  over  a  six  year  period.  Find  out  about  this 
consistently  winning  performer.  Past  performance  is  no  guarantee  of 
future  results.  Ask  your  investment  representative  for  a  prospectus 
containing  more  complete  information,  including  charges  and  expenses. 
Please  read  it  carefully  before  you  invest  or  send  money.  Or  call  us  direct. 
Call  1-800-DIAL-VKM  ext.  1104. 

*^Lipper  Analytical  Services  ranks  the  Fund  among  9  funds  in  the  category  for  the  six-year  period  3/31/85-3/31/91  and  uses 
total  return  figures  based  on  the  assumption  that  all  distributions  are  reinvested  and  that  Fund  shares  are  purchased  without 
payment  of  the  maximum  sales  charge  of  4  B'^i  Over  the  time  period  measured,  the  net  asset  value  of  the  U  S  Government  Fund 
was  $14  91.  on  3/31/85  and  $15  31  on  3/31/91  Investment  performance  and  net  asset  value  will  fluctuate  with  market  conditions 
Past  performance  is  no  guarantee  of  future  results   "  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 

Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction® 


ivestment  Figures  of  the  Wee 


HENTARY 

fock  market  pouted  until  the 
□1  Reserve  gave  it  what  it 
•6 — lower  interest  rates.  On 
JO,  the  Fed  cut  the  discount 
lolt  a  percentage  point  to 
,  and  on  May  1,  the  major 
followed  by  cutting  the 
rate  half  o  percentage 
OS  well,  to  8.5%.  The  Dow 
rials  shot  up  53  points  over 
fo  days.  A  selling  wave  hit 
cap  stocks,  which  for  most 
i  year  have  been  unstoppo- 
he  Russell  2000  suffered 
the  loss  of  the  1000. 


BONDS 

Apr.  25-May  1  Apr.        Oct.  Apr. 


390        1 500 


385  1350 


52-week  change 
+  13.7% 


1  -week  change 

-0.6% 


375  1050 


370  900 


Lehman  Brothers 
Treasui7  Index 


52-week  change 
+  8.0% 


THE  DOILAR 

Apr.  25-Moy  1  Apr.       Oct.  Apr. 


1370  110 


1340  100 


t  r  '  I 


1  -week  change 
+  4.3% 


1310  90 


1280  80 


J.  P.  Morgan 
Index 


52-week  change 
-3.5% 


Apr.  25-May  1 


1  -week  change 
-1.1% 


IRKET  ANALYSIS 


STOCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
OMPANIES  (Russell  1000) 
L  COMPANIES  (Russell  2000) 
OMPANIES  (Russell  3000) 

2930.2 
198.4 
172.2 
210.9 

-0.7 
-0.7 
-1.6 

-0.8 

8.9 
14.0 

8.2 
13.6 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
^n.p  'tCio  niviDFKin  yifid 
S&P  500  PRICE/EARNINGS  RATIO 

5.7% 
8.2% 
3.2% 
17.9 

5.8% 
8.2%, 
3.3% 
18.1 

8.2% 
9.0% 
3  4  % 
15.1 

%  change  (locol  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

IGN  STOCKS 

latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment;  Put/call  ratio 
Insider  sentiment;  Vickers  sell/buy  ratio 

347.2 
80.7% 
0.43 
2.56 

344.4 

83.0% 
0.36 
2.59 

Positive 
Neutral 
Positive 
Negative 

ON  (FINANCIAL  TIMES  100) 
0  (NIKKEI  INDEX) 
NTO  (TSE  COMPOSITE) 

2508.4 
26,489.0 
3493.1 

0.8 

0.6 
-0.3 

17.3 
-12.2 
4.6 

DUSTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC 

-WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stcxk  in  group 

% 

4-week 

change 

52-week 

Price 

ViEBUILDING 

1 1.9 

23.5 

PHM 

17.5 

86.1 

16% 

NEY  CENTER  BANKS 

1 1.4 

0.9 

CHEMICAL  BANKING 

24.2 

-13.2 

20 1/2 

lAMUNICATIONS  EQUIPMENT 

10.5 

45.0 

NORTHERN  TELECOM 

12.4 

50.5 

35 

rAL  AND  GLASS  CONTAINERS 

9.3 

12.7 

CROWN  CORK  &  SEAL 

10.3 

22  6 

72^/2 

IG-DISTANCE  TELECOMMUNICATIONS 

9.3 

-12.5 

AT&T 

10.7 

-6.3 

37% 

1-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52 -week 

Price 

URANCE  BROKERS 

-8.1 

13.0 

ALEXANDER  &  ALEXANDER 

-8.8 

-7.0 

23% 

MING 

-7.6 

6.7 

GOLDEN  NUGGET 

-23.2 

-28.6 

23V8 

lURE  TIME 

-7.2 

-20.2 

BRUNSWICK 

-13.7 

-15.8 

12% 

WPUTER  SYSTEMS 

-7.0 

-2.2 

APPLE  COMPUTER 

-19.7 

40.6 

55 

LD  MINING 

-7.0 

-18.9 

HOMESTAKE  MINING 

-12.3 

-14.3 

14% 

UTUAL  FUNDS 


ERS 

reek  totol  return 


)ELITY  SELECT  REGIONAL  BANKS  7.2 

EEDOM  REGIONAL  BANK  7.2 

FECO  GROWTH  6  9 

eeh  total  return  % 

)ELITY  SELECT  BIOTECHNOLOGY  90.1 

)ELITY  SELECT  MEDICAL  DELIVERY  79.9 

)ELITY  SELECT  HEALTH  CARE  74  8 


LAGGARDS 

Four-week  total  return 


STRATEGIC  GOLD/MINERALS  -5.3 

RUSHMORE  PRECIOUS  METALS  INDEX  PLUS  -5.2 

BENHAM  GOLD  EQUITIES  INDEX  -5.1 

S2-week  total  return  % 


STRATEGIC  INVESTMENTS 
STRATEGIC  GOLD/MINERALS 
MCKEEVER  TOTAL  RETURN 


-34.8 
-34.5 
-33.8 


■  S&P  500 

ek  total  return 


MORNINGSTAR  INC 

I  '  1  Average  fund 

52-week  tolol  refurn 


LATIVE  PORTFOLIOS 


DATA  RESOURCES  INC. 


r  amounts 
sent  the  present 
i  of  $10,000 
.feci  one  year 
n  each  portfolio 

ntages  indicate 
lOy  total  returns 


Treasury  bonds 
$11,863 

-1-0.88% 


U.  S.  stocks 
$11,405 

-1.68% 


nil 


Money  market  fund 
$10,641 

-I-  0. 1 2  % 


Foreign  stocks 
$10,568 

-0.18% 


Gold 

$9,524 

-0.59% 


IQ  on  this  page  are  as  of  market  close  WecJnesdoy,  May  1, 
y  groups  include  S&P  500  companies  only;  performance  and  : 


1991,  unless  otherwis 


;  indicoted. 
larket  close 


Apr-  30.  Mutual  fund  returns  are  c 
detailed  explanation  of  this  page  i 


.  of  Apr,  26  Reloiive  portfolios  ore  valued  as  of  Apr,  30 
available  on  request. 
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CORNING'S  OBJECT  LESSON 
ON  COMPETITIVENESS 


E: 


Iverybody  is  for  quality.  As  many  as  one  of  every  four 
U.  S.  workers  spends  all  his  time  fixing  other  workers' 
[mistakes.  That  means  that  boosting  quality  will  save 
money:  Reducing  the  cost  of  correcting  mistakes,  both  be- 
fore and  after  a  product  is  sold,  can  cut  production  costs  as 
much  as  30%.  And,  of  course,  higher  quality'  increases  sales. 

The  rub  is  that  a  commitment  to  improved  quality  almost 
always  means  investing  more  time  and  money  now  for  a 
payoff  later.  That's  why  the  sustained  and  successful  ef- 
forts to  improve  quality  at  Corning  Inc.  are  especially  note- 
worthy (page  68).  Significantly,  the  campaign  for  quality  at 
Corning  was  led  by  an  enlightened  CEO  with  a  praiseworthy 
disregard  for  the  short  term.  Just  as  important,  Chairman 
and  Chief  Executive  James  R.  Houghton  got  out  in  front  of 
his  managers  in  the  campaign  and  has  stayed  there,  never 
letting  up. 

A  problem  is  that  lip  service  to  qualitj'  has  made  manag- 
ers cynical  about  crusades.  That  was  the  reaction  in  1983 — 
the  year  Houghton  took  the  helm  of  the  company  and  an- 
nounced his  plans  to  spend  $5  million  on  a  total  quality 
program.  "They  thought  it  was  the  flavor  of  the  month," 
Houghton  recalls.  Instead,  all  employees  were  sent  through 
a  two-day  quality  seminar,  and  long-term  goals  were  laid 
out.  By  1991,  all  employees  would  spend  5%  of  their  time  in 
job-related  training,  errors  would  be  cut  by  90%,  and  all  new 
goods  and  services  would  meet  customer  requirements  and 
match  competitors'  quality.  The  CEO  hammered  away  at  the 
goals  repeatedly  during  50  open  meetings  a  year. 

The  results  are  there  for  all  to  see.  Customer  returns  of 
optical  fiber  have  dropped  to  fewer  than  1,000  parts  per 
million,  from  6,800  in  1986.  And  a  quality  team  in  the  techni- 
cal-products division  helped  eliminate  missed  phone  calls; 
about  15%  of  calls  had  been  overlooked  in  1986.  Other  corpo- 
rations are  paying  Corning  the  compliment  of  imitation. 

Yet  imitators  without  a  long-term  commitment  are  unlike 
ly  to  achieve  similar  results.  For  whatever  reason,  too  many 
CEOS  have  chosen  not  to  manage  for  the  long  term. 
Houghton  is  right  when  he  says,  "Quality  is  going  to  let  you 
play  in  the  competitive  arena  of  the  future."  That  arena  is 
an  international  one,  and  without  rebuilding  product  quality 
and  productivity,  U.  S.  industry  has  little  hope  of  competing 
in  world  markets. 


THE  FED:  A  MONTH  LATE 
AND  A  DOLLAR  SHORT? 


After  weeks  of  dithering,  the  Federal  Reserve  Board 
has  acknowledged  that  the  U.  S.  economy  needs 
more  help  from  monetary  policy  than  it  has  been 
getting  (page  38).  The  Apr.  30  cuts  in  the  discount  rate,  from 
6%  to  5.5%,  and  in  the  federal-funds  rate,  from  6%  to  5.75%, 
were  justified  as  much  as  four  weeks  ago,  after  the  release 


of  the  March  employment  report  that  showed  that  the  p| 
of  an  economic  recoverj^  were  not  falling  into  place, 
they  were  certainly  warranted  a  week  later  when  the  IVl 
price  reports  relieved  fears  of  accelerating  inflation. 

Already,  the  30-day  delay  in  easing  may  have  unnece^ 
ly  prolonged  the  recession.  And  with  signs  of  weakness 
overshadowing  those  of  recovery,  it  is  clear  that  the  Fe(j 
more  work  to  do.  Turning  the  economy  around  this  time 
be  like  reversing  the  direction  of  a  huge  ocean  freig 
because  of  the  economy's  additional  cargo  of  struci 
problems  in  real  estate,  banking,  debt,  and  governmei] 
nances.  And  these  factors  are  also  likely  to  put  a  dampe 
the  recovery",  when  it  finally  does  get  on  course.  i 

Those  Fed  officials  who  are  concerned  that  further  eat: 
could  stimulate  a  robust  upturn  that  would  fuel  infl; 
underestimate  the  unique  characteristics  of  the  1990-9 
cession.  Inflation  is  simply  not  a  problem — neither  now 
in  1992 — with  the  economy  so  weak  and  labor  costs  con 
ing  to  moderate.  Then,  too,  inflation  tj-pically  begins  to 
in  the  later  stages  of  a  recession.  If  the  April  data  loo 
bad  as  the  March  numbers  did,  at  least  one  more  ea 
seems  necessary,  if  only  for  recovery  insurance.  Let's 
there's  no  hesitation  next  time. 


TIME  TO  BACK  UP  THE 
TOUGH  TALK  ON  TRADE 

The  U.  S.  on  Apr.  27  declared  its  intention  to  retal 
against  China,  India,  and  Thailand  for  their  pirac; 
U.  S.  computer  software,  drug  patents,  and  other  ii 
lectual  property.  At  the  same  time,  the  Administration 
nounced  that  Japan  will  be  barred  from  bidding  on  a  lis 
U.  S.  government-funded  construction  projects  in  reprisal 
Tokyo's  refusal  to  open  its  public-works-construction  mai 
to  American  companies.  The  announcement  about  Japan 
made  while  a  Japanese  trade  delegation  was  meeting  ^ 
U.  S.  negotiators  a  half  mile  away. 

The  tough  trade  sanctions  were  long  overdue.  China  i 
warned  two  years  ago  that  it  faced  sanctions  under  T. 
law.  And  an  investigation  in  November,  1989,  by  U.  S.  Tr 
Representative  Carla  A.  Hills  determined  that  the  Japan 
construction  market  was  closed  to  U.  S.  bidders.  So  ai 
months  of  procrastination,  why  the  sudden  rush  to  retalia 
Actually,  the  motive  for  the  timing  is  simple:  Hills 
scrambling  to  demonstrate  her  willingness  to  wield  a  reta 
torj-  cudgel.  Congress,  skeptical  of  the  Administration's 
solve  to  use  the  market-opening  tools  provided  by  the  11 
trade  act,  has  been  holding  hearings  asking  why  there  1 
been  no  action.  But  now,  there  is  a  new  ingredient  t 
changes  the  situation:  The  Administration  badly  wants  C 
gress  to  authorize  negotiations  for  a  free-trade  treaty  w 
Mexico.  The  vote  to  enable  talks  on  this  controversial  pac 
scheduled  for  May,  and  many  in  Congress  want  to  m< 
sure  the  White  House  is  committed  to  a  tougher  line, 
though  retaliation  isn't  certain — further  negotiations  n 
lead  to  reforms  and  cancellation  of  sanctions — the  ton 
posture  sets  the  correct  tone  for  the  trade  talks  that  ; 
to  come. 
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Meet  your  new  cost  consultant. 


costs  just  $9.95  to  get  guaranteed*  combined.  With  Priority  Maiir  two  we'll  pick  up  as  many  Express  Mail 

vernight  delivery  from  Express  Mail®  day  service  between  major  markets  or  Priority  Mail  packages  as  you 

»e  service  that  offers  you  more  drop  is  just  $2.90  for  two  pounds.  And  have.  When  you're  looking  for  ways 

ff  points  than  all  of  the  competition  for  a  single  charge  of  just  $4.50,  to  cut  costs,  we  deliver. 


^SPONSOR    'Up  to  8  ozs.  Some  restrictions  apply.  Check  your  Post  Office  for  details.  ©  1991  USPS.  36  USC  380 
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UNITED  STATES  POSTAL  SERVICE 
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The  486  Business  Workstation.  ^^.e^Z^^Zd 


In  business,  power  and  flexibility  are  of 
the  essence.  And  only  an  Intel486'" micropro- 
cessor lets  you  plug  into  the  greatest  of  both  in 
a  new  superclass  of  desktop  computers:  The 
486  Business  Workstation. 


engineering  workstations, 
allows  you  to  run  today's  most  advanced 
applications  simultaneously  For  instance,  you 
can  have  a  spreadsheet,  a  statistical  analysis 
program  and  a  desktop  publisher  interacting  at 
once,  at  the  same  time  pulling  data  from  your 


Intel486  is  a  trademark  of  the  Intel  CiirpfiratKin  ©1991  Intel  Cnrpdratiun  All  rights  reserved- 
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ITGOESTOZERO 
MILES  PER  HOUR 
FASTERTHANANY 
SEDAN  ON  EARTH. 

Many  people  believe  a  car's 
performance  is  something  best 


measured  in  miles  per  hour  But 
as  usual,  the  engineers  of  BMW 
have  a  different  point  of  view. 

Though  the  5351  sedan  is 
quite  capable  of  achieving  rapid 
acceleration,  it  is  equally  capable 
of  reaching  a  rapid  standstill.  It's 
equipped  with  an  advanced  anti- 


lock  braking  system  that  merge 
BMW's  ABS  technology  with  a 
larger  brake  surface,  giving  the 
driver  even  greater  control.  And 
a  welcome  sense  of  confidence 
In  fact,  Road  &  Track  found 
that,  at  a  speed  of  80  mph,  the 
BMW  5351  could  stop  a  full  10 


KnnHHSBRBBa 


road  and  highway  in  the  U.S.A. 

Call  800-334-4BMW  for  more 
information  on  the  535i  sedan.  Or 
apply  your  brakes  at  your  nearest 
BMW  dealei;  and  find  out 
just  how  well  it  performs 
at  every  speed.  Even  zero. 
THE  ULTIMATE  DRIVING  MACHINE. 

tails  contact  your  authorized  BMW  dealer'  'Services  provided  by  Cross  Country  IVIotor  Club,  Inr  Boston,  MA  GJ155  except  in  California,  where  services  are  provided  by  Crosscountry  Motor  Club  of  California,  Inc  .Boston,  MA 


\0  feet  shorter  than  any  other 
Ian  tested.  A  distance  which 
1  easily  be  the  difference  be- 
^en  an  unfortunate  accident 
i  no  accident  at  all. 
And  the  535i,  like  all  BMWs, 
Ties  equipped  with  a  drivers- 
5  airbag  for  added  security 


But  safe  a  car  as  the  535i  is 
to  drive,  it  also  happens  to  be  a 
remarkably  safe  car  to  own. 

It's  covered  by  a  four-year/ 
50,000-mile,  bumper-to-bumper 
limited  warranty'and  a  Roadside 
Assistance  program' 'you  can  call 
upon  any  houi;  any  day  on  every 


The  business  of  government  is  to  nfieet  the  changing  needs 
of  people.  And  that  takes  powerful,  reliable  information 
systems.  Which  is  why  you'll  find  Unisys  systems  at  work 
in  the  U.S.  federal  government,  all  50  states,  hundreds 
of  counties  and  cities,  and  in  governments  throughout 
the  world. 

For  instance,  Unisys  systems  help  the  U.S.  Coast  Guard 
run  its  drug  interdiction  and  its  search  and  rescue  programs. 
And  for  126  U.S.  Air  Force  locations  around  the  world,  our 
systems  provide  complete  financial  management. 

In  law  enforcement,  Unisys  systems  help  agencies  in  22 
states,  hundreds  of  local  police  departments,  even  Scotland 
Yard.  We  also  help  administer  billions  of  dollars  in  state  health 
and  human  services  programs. 

Recently,  Unisys  systems  were  chosen  to  support  H.U.D. 
requirements.  And  state  agencies  in  Ohio,  Pennsylvania, 
Florida,  Michigan  and  California  have  given  Unisys  a  vote  of 
confidence  by  placing  large  new  orders. 

They  all  know  they  can  count  on  Unisys  people  worldwide 
to  keep  on  providing  the  world's  governments  with  all  the 
mission-critical  support  they  need. 

Call  1-800-448-1424,  ext.  69,  and  find  out  how  to  stay 
ahead  of  a  changing  world. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 
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PRODUCTION 

change  from  last  week;  —0.1% 
Change  from  last  year:  -4.7% 
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The  production  index  fell  slightly  during  the  week  ended  Apr.  27,  Rail-freight 
traffic  rebounded  after  o  one-day  strike  held  down  production  in  the  prior  week. 
Seasonally  adjusted  output  of  autos,  trucks,  steel,  coal,  paper,  paperboard,  and 
crude-oil  refining  also  increased.  Electric  power  output  was  down,  and  lumber  was 
unchanged.  Before  calculation  of  the  four-week  moving  average,  the  index  rose  to 
172.1.  from  168.2.  For  April,  the  index  fell  to  170.6,  from  173.3  in  March, 
BW  production  index  copyright  1991  by  McGraw-Hill  Inc 


The  leading  index  decreased  during  the  week  ended  Apr.  27.  The  only  positiv 
indicator  for  future  economic  growth,  a  slower  rate  of  decline  in  materials  prices,  ' 
offset  by  lower  stock  prices,  higher  bond  yields,  o  rise  in  the  number  of  busines 
failures,  and  slower  growth  rotes  for  M2  and  real  estate  loans.  Before  calculation  i 
the  four-week  moving  average,  the  index  fell  to  214.5,  from  215  8.  For  the  month  ( 
April,  the  index  rose  slightly,  to  215.4,  from  215.2  in  March. 

Leoding  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ' 
ago 

%  Change 
year  ago 

STEEL  (5/4l  thous.  of  net  tons 

1,565 

1,651  # 

-19.3 

AUTOS  (5/4)  units 

1 17,078 

1 13,250r# 

-12.1 

TRUCKS  (5/4)  units 

76,743 

77,297r# 

-15.0 

ELECTRIC  POWER  (5/4)  millions  of  kilowatt-hours 

51,197 

50,493  # 

-2.3 

CRUDE-OIL  REFINING  (5/4)  thous.  of  bbl./doy 

13,350 

1 3,057  # 

2.6 

COAL  (4/27)  thous.  of  net  tons 

1 8,844  # 

17,518 

-4.7 

PAPERBOARD  (4/27)  thous.  of  tons 

757.0  # 

731. Ir 

0.3 

PAPER  (4/27)  thous.  of  tons 

767.0  # 

743. Or 

1.9 

LUMBER  (4/27)  millions  of  ft. 

496.7  # 

507.2 

-5.3 

RAIL  FREIGHT  (4/27)  billions  of  ton-miles 

18.7  V 

16.5 

-7.9 

Sources:  American  Iron  &  Steel  Inst.,  Word's  Automotive  Reports,  Edison  Electric  Inst.,  Amer 
icon  Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/8) 

138 

137 

154 

GERMAN  MARK  (5/8) 

1.73 

1.70 

1.64 

BRITISH  POUND  (5/8) 

1.72 

1.73 

1.67 

FRENCH  FRANC  (5/8) 

5.85 

5.77 

5.53 

CANADIAN  DOLLAR  (5/8) 

1.15 

1.15 

1.18 

SWISS  FRANC  (5/8) 

1.46 

1.44 

1.40 

MEXICAN  PESO  (5/8)^ 

2,987 

2,985 

2,815 

Sources:  Ma|or  New  York  bonks.  Currencies  expressed 
British  pound  expressed  in  dollors 

n  units  per  U.  S.  dollar,  except  for 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (5/8)  $/troy  oz. 

356.900 

356.500 

-3.6 

STEEL  SCRAP  (5/7)  #  l  heavy,  $/ton 

95.00 

95.00 

-14.8 

FOODSTUFFS  (5/6)  index,  1967=  100 

205.3 

204.4 

-10.3 

COPPER  (5/4)  f/lb. 

111.2 

113.8 

-1 1.0 

ALUMINUM  (5/4)  «./lb. 

61.9 

63.0 

-13.2 

WHEAT  (5/4)  #2  hard,  $/bu. 

2.95 

2.97 

-29.3 

COTTON  (5/4)  strict  low  middling  1-1/16  in.,  t/lb. 

81.92 

82.48 

13.2 

1  LEADING  INDICATORS 

Latest 
week 

Week 
ago 

%  Chai 
yean 

STOCK  PRICES  (5/3)  S&P  500 

378.12 

380.75 

i: 

CORPORATE  BOND  YIELD,  Aoo  (5/3) 

8.83% 

8.89% 

INDUSTRIAL  MATERIALS  PRICES  (5/3) 

97.0 

96.4 

-< 

BUSINESS  FAILURES  (4/26) 

411 

385 

3; 

REAL  ESTATE  LOANS  (4/24)  billions 

$403.1 

$403.2 

5 

MONEY  SUPPLY,  M2  (4/22)  billions 

$3,384.3 

$3,392. Ir 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/20)  thous. 

500 

498 

3' 

Sources:  Standard  &  Poor's,  Moody's,  Journol  of  Commerce  (index;  1980=  100),  Dun 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seas( 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 

NIONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Chan 
year  a 

BUSINESS  WEEK  PRODUCTION  INDEX  (Apr.) 

170.6 

173.3r 

-4 

BUSINESS  WEEK  LEADING  INDEX  (Apr ) 

215.4 

215.2r 

0 

EMPLOYMENT,  CIVILIAN,  MILLIONS  (Apr ) 

1 17.4 

1 16.8 

-0 

UNEMPLOYMENT  RATE,  CIVILIAN  (Apr.) 

6.6% 

6.8% 

22 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

Latest 
week 

Week 
ugo 

%  Chan< 
year  a( 

MONEY  SUPPLY,  Ml  (4/22) 

$841.5 

$844.  Ir 

4 

BANKS'  BUSINESS  LOANS  (4/24) 

317.1 

319.2 

-4 

FREE  RESERVES  (5/1) 


1,069 


652r 


176, 


NONFINANCIAL  COMMERCIAL  PAPER  (4/24) 


151.8 


154.0 


Sources:  Federal  Reserve  Board  (m  billions,  except  for  free  reserves,  which  ore  expressed  f 
a  two-week  period  in  millions). 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


MONEY  MARKET  RATES 


Latest 
week 


Week 
ago 


Year 
ago 


FEDERAL  FUNDS  (5/7) 


5.79% 


5.98% 


8.20' 


PRIME  (5/8) 


8.50  8.50-9.00 


10.00 


COMMERCIAL  PAPER  3-MONTH  (5/7) 


5.92 


5.92 


8.26 


CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/8) 


5.90 


8.37 


EURODOLLAR  3-MONTH  (5/4) 


5.98 


6.1 1 


8.58 


Sources:  Federal  Reserve  Board,  First  Boston 


#  Row  doto  in  the  production  indicators  are  seasonolly  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmer 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  morket  value         NA  =  Not  available         r  =  revised         NM  =  Not  meaningful 
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Some  people  find  it  impossible  to 
retire  on  a  nine-fisure  income. 


There  was  a  time  when  Social 
Security  and  retirement  security 
were  one  and  the  same.  But 
no  longer.  Inflation  and  the 
budget  squeeze  have  made  such 
assurance  a  thing  of  the 
distant  past. 

The  good  news  is  there's 
help,  and  plenty  of  it,  in  the 
form  of  the  nation's  thousands 


of  Chartered  Life  Underwriters 
and  Chartered  Financial  Con- 
sultants. 

A  CLU  or  ChFC  is  a  highly 
trained  financial  expert  who  has 
completed  years  of  rigorous 
study  at  the  nation's  oldest 
accredited  college  in  the  finan- 
cial services  field.  The  American 
College.  The  letters  "CLU"  or 


"ChFC"  beside  your  insurance 
agent  or  financial  advisor's 
name  mean  you  have  found  a 
thoroughly  qualified  professional 
to  help  plan  your  financial 
future. 

So  while  it  may  be  possible  to 
get  by  on  Social  Security  alone, 
you  won't  have  to. 


American  Society  of  cm  &  chfc 

A  National  Organization  of  Insurance  and  Financial  Service  Professionals 
270  Bryn  Mawr  Avenue,  Bryn  Mawr,  PA  19010  (215)  526-2500 


For  a  free  copy  of  "The  Consumers'  Guide  to  Insurance  and  Financial  Services,"  simply  write  to  us. 


Take  away  the  airfares,  hotel  bills,  bar  tabs,  sfc 
female  bonding,  cold  cuts,  personalized  coffeei 


Even  if  you  could  assemble  everyone 
needed  for  a  meeting  all  in  one  room, 
why  bother? 

With  MCI  Forumr  you  can  talk  with 
five,  ten,  twenty,  up  to  1,000  people  at 
once.  Whether  it's  your  regional  manager 
in  Toledo,  your  marketing  director  in 
Boston,  or  your  national  sales  rep  who  al- 
ways seems  to  be  on  the  golf  course. 

Make  "^ne  call,  reserve  your  time,  and 
our  MCI  Forum  operators  arrange  it  all. 


We'll  contact  each  party  connectii 
everyone  within  10  minutes.  If  not,  the 
call's  free.* 

If  people  don't  know  where  they'll 
at  the  designated  time,  tfiey  can  join  t 
call  by  dialing  your  company's  perma- 
nent 800  number.  This  exclusive  servi 
is  called  Personal  800  Meet  Mer 

And,  unlike  meetings,  your  conferenc 
call  can  be  arranged  almost  immediate 
24  hours  a  day  with  our  ASAP  Calling. 


'Oltcr  I  r)//f  /  A 1 1191 -61  ^0/91   .\suni(".  cut  h  inii  In  ipiint  is  ininicduitelij  nviiiliible  for  em  li  i  nil  Applies  only  to  domestic  Dial  Out  conferences 


lers,  rental  cars,  wrinkled  suits,  male  bonding, 
ind  what  youVe  got  is  an  MCI  conference  call. 


I'll  find  it  perfect  for  those  rare  emergen- 
5  that  happen  so  frequently  in  business 
ise  days. 

You  don't  have  to  be  an  MCI  long  dis- 
ice  customer  to  use  MCI  Forum.  You 
t  have  to  pick  up  the  phone  and  dial 
00-383-8885  to  find  out  more. 
The  telephone  has  always  been  a 
lat  way  to  bring  business  people  closer 
[ether.  With  MCI  Forum,  you'll  see  the 
ueof  keeping  them  farther  apart. 


MCI  Forum 
Conference  Calling 

1-800-383-8883 

Guaranteed  in  10  minutes.  Or  free. 
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HIGH-TECH  DESIGH: 
WE  HIT  A  HERVE 


ravo!  As  a  20-year-plus  human-fac- 
tors professional,  I  could  not  be 
more  delighted  with  "  'I  can't  work  this 
?#!!  thing!'"  (Cover  Story,  Apr.  29). 
You  are  right  about  the  importance  of 
human  factors.  While  those  of  us  in  the 
field  have  been  preaching  among  our- 
selves for  about  40  years,  others  are  just 
beginning  to  learn  that  more  important 
than  "form  follows  function"  is  that 
function  must  follow  usability — because 
"if  I  can't  use  it,  it  doesn't  work." 

Bob  Didner 
Basking  Ridge,  N.J. 


The  mail  came  with  your  recent  is- 
sue— and  how  I  laughed!  For  I  had 
just  heard  one  repairman  say  to  the  oth- 
er, "I  can't  work  this 
thing!"  It  was  the  third 
day  in  a  row  that  these 
two  appliance  men  had 
been  at  the  house  work- 
ing on  a  brand-new 
washing  machine.  On 
their  fourth  visit,  they 
replaced  a  circuit  board, 
and  finally  I  was  able  to 
do  a  load  of  laundry. 
High  tech,  indeed. 

M.  R.  Adams 
Buffalo 


they  currently  owned  products  with  ti- 
tures  that  they  had  not  yet  learned  x) 
use,  and  only  one-third  agreed  that  m<'e 
product  features  meant  better  quali/, 
61%  indicated  that  they  were  most  liky 
to  buy  the  full-featured  product,  evei-f 
it  costs  more. 

Laurence  P.  Feldn  n 
University  of  Illinois  at  Chicao 

1  ost  people  I  know  enjoy  having  ^ 
lof  the  nonbasic  features  availab;, 
even  if  they  are  little-used.  Eliminati? 
these  competitive  advantages  simply  It- 
cause  using  them  is  complex  or  nonstii- 
dard  is  a  cop-out.  The  correct  respoiie 
should  be  to  make  them  both  availale 
and  easy  to  use. 

Matt  Ebrr 
Robert  Sheridi 
&  Partnts 
Chica ) 


1  CAN'T 
WORK  THIS 

THING!' 


"<"tu,K, 


■ have  just  completed 
the  preliminary  analy- 
sis of  the  data  from  a 
national  survey  of  consumer  attitudes 
toward  high-tech  products.  The  results 
reveal  both  consistencies  and  conflicts 
with  your  conclusions.  Do  consumers 
want  simpler  high-tech  products?  It  is 
true  that  44%  of  the  430  respondents 
find  the  instructions  that  come  with  such 
products  either  "difficult"  or  "impossi- 
ble" to  follow,  suggesting  considerable 
room  for  improvement. 

When  it  comes  to  simplicity  of  the 
products  themselves,  however,  the  pic- 
ture is  less  clear.  Less  than  one-third 
said  they  would  prefer  a  product  with 
only  basic  features,  even  though  it  was 
easier  to  learn  to  use.  Furthermore,  de- 
spite the  fact  that  more  than  half  said 


Your  story  lea 
subtly  toward  t 
sensational.  Althouji 
they  exist  amiong  a; 
readership,  the  lam 
brains  and  wim 
should  not  be  mollycc 
died.  If  they  didn't  u 
derstand  the  gadg( 
why  the  hell  did  thi 
buy  it? 

Brian  D.  Conno^ 
Chicaj 


s  an  engmeerir 
manager  for 
well-known  company, 
select  new  equipment  and  introduce  ne 
technology.  I  face  the  situation  of  ul 
needed  and  unwanted  features  evei 
day.  I  now  have  your  article  on  my  des 
and  I  show  it  to  every  vendor  who  wan 
to  sell  me  any  piece  of  equipment  wii 
unnecessary  bells  and  whistles.  They  ai 
beginning  to  get  the  message. 

Rad  Lamen; 
Fort  Wayne,  In 

I'm  sending  copies  of  your  article  to  £ 
the  software  companies  that  answi 
their  phones  with  stupid  robots  and  thi 
keep  you  hanging  for  centuries  on  Ion; 
distance  calls,  all  because  their  pr 
grams  are  clear  as  mud  and  full  of  su 
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Inaccurate  information,  incomplete  infor-  died  manually.  And  when  you  consider  matters  most:  the  children.  As  important  as 
motion,  information  that  doesn't  arrive  the  that  the  key  to  helping  children  is  to  make  it  is,  however,  it's  just  one  example  of  how 
moment  you  need  it  can  hurt.  Obviously,       informed  decisions  and  to  make  them  fast,       we  work  closely  with  customers  to  solve 

POOR  INFORMATION  CAN  HURT  SOMETHING 
MORE  SACRED  THAN  PROFITS. 


it  hurts  people  in  business.  But,  unfortu- 
nately, there  are  times  when  the  people 
that  it  hurts  ore  children.  And  no  group  is 
working  harder  to  prevent  that  than  child 
protection  workers  throughout  the  country. 
But  look  at  what  they  face.  Caseworkers 
are  overloaded.  And  the  number  of  child 
abuse  coses  is  on  the  rise.  Compounding 
the  problem  is  the  mounting  burden  of 
legal  and  administrative  tasks.  And  the  fact 
that  paperwork  is  still  by  and  large  hon- 


even  the  most  Herculean  effort  often  isn't       tough  problems.  Today  the  systems  and 


enough.  That  was  the  problem.  And  to 
Berrien  County,  Michigan,  it  was  under- 


opplications  Bull  has  developed  for  law 
enforcement,  social  services  and  the  courts 


stondably  the  toughest  problem  in  the       are  used  by  stote  and  local  governments  in 


world.  In  a  |Oint  effort  with  caseworkers, 
we  developed  the  Bull  Child  Protection 


43  states.  Coll  1  ■800-233-BULL,  ext. 
2300,  for  0  free  demonstration  of  the  Bull 


System.  Which  gives  caseworkers  instant  Child  Protection  System.  In  Canada  1  -800- 
occess  to  critical  information  so  decisions       268-4144.  It  isn't  one  of  the  biggest  sys- 


con  be  mode  in  minutes.  And 
by  reducing  clerical  tasks,  it 
lets  workers  focus  on  what 


Worldwide 
Information 


Systems 


Bull  # 


terns  we've  ever  developed. 
But  to  us  it  IS  undoubtedly 
one  of  the  most  important. 


We  solve  the  toughest  problems  in  the  world. 


SUBSTANCEBEHIND  THE  STYLE 


The  continuous  improvement 
that  has  helped  Cadillac  earn 
the  U.S.  Government's 
Malcolm  Baldrige  National 
Quality  Award  can  be  seen  in 
the  wide  array  of  Cadillac 
safety  features.  They  include 
anti-lock  brakes  and  V8  power, 
for  all  Cadillacs.  The  new  4.9 
liter  V8,  standard  on  most 
models,  provides  confident 
passing  and  an  efficient  EPA 
estimated  26  MPG  highway. 


^5^1990 


Malcolm  Baldrige 

National 
Quality 
Award 


Anti-lock  braking,  standard  on 
all  1991  Cadillacs,  helps  you 
maintain  steering  control  when 
stopping  on  a  wide  variety  of 
surfaces. 

Fifteen  different  tests  are 
performed  to  help  ensure  that 
the  Supplemental  Inflatable 
Restraint  System  (air  bag)  is 


deployed  only  when  required 
collision  conditions  exist. 


Let;>get  It  to^i-thiT  buiklt-up 
'!  l-WCMCuti.  Ml  RjKhK  R,-..Tii.d 
SEDAN  DEVlur. 


*See  your  dealer  for  terms  of  this  limited  warranty.  Allante  is  backed  by 
the  unique  7-year/lOO, 000-mile  Allante  Assurance  Plan. 


SEDAN     DE  VILLE 


5ged  safety  cage 
up  of  strong 
sections  along 
>of  (except  con- 
>les),  door  pillars 
ocker  panels  designed  to 
ct  you  and  your  family 
2  added  protection  of  side 
i  door  beams. 


Energy-absorbing  "crush 
zones"-front  and  rear 

Fuel  tanks  designed  to  be 
protected  in  a  collision. 


Every  Cadillac  is  backed  by 
a  no-deductible  4-year/50,000- 
mile  Gold  Key  Bumper  to 
Bumper  Warranty*  and  24-hour 
Cadillac  Roadside  Service,  . 

Please  call  1-800-333-4CAD 
for  product  literature  and 
the  location  of  your  nearest 
Cadillac  dealer. 


ONLY     WAY     TO     TRAVEL  IS 


CADILLAC  STYLE, 


Ahlan  Wasahlan 
Peacefully. 


ins 


•It 


5es.  And  to  computer  makers  who 
got  to  make  the  damn  keyboards 
apatible  with  standard  typewriters 
rticularly  by  leaving  out  the  shift/ 
k  key  feature  THAT  RESULTS  IN 
nIES  that  look  like  THIS).  And 
npanies  that  sell  us  VDTs  without  a 
)unded  radiation  shield  for  the  screen, 
we  have  to  hang  stupid  things  on 
m  with  Velcro  and  wires.  , 

Joseph  R.  Liccardo 
Jersey  City 

1  the  wave  to  keep  things  simple,  let's 
lot  get  carried  away  and  make  things 
1  simple.  The  real  problem  with  mod- 
1  appliances  rests  in  three  factors: 
niaturization  of  controls  has  made  use 
many  features  difficult;  the  ability  to 
plain  advanced  features  in  simple  En- 
sh,  particularly  by  Pacific  Rim  manu- 
;turers,  is  often  limited;  and  manufac- 
•ers  have  overestimated  the  limited 
ention  span  of  American  consumers. 

Carl  N.  Edwards 
Dover,  Mass. 

JBost  consumers  agree  with  your  as- 
fBsertions  that  controls  on  products 
d  the  presentation  of  information  have 
come  excessively  complex. 


However,  a  rush  to  simplification  can 
lead  to  the  elimination  of  valuable  func- 
tionality. For  example,  a  TV-channel  con- 
trol that  only  has  "  +  "  and  "-"  buttons 
is  annoying  when  traversing  from  chan- 
nels 2  to  50 — a  more  cluttered  10-digit 
keypad  is  preferable. 

C.  Warren  Axelrod 
Great  Neck,  N.  Y. 

FURTHER  CALCULATIONS 

ON  AIRBUS'  STRENGTH  

While  we  are  in  agreement  with  the 
gist  of  the  article  on  Airbus  In- 
dustrie ("Zoom!  Airbus  comes  on 
strong,"  The  Corporation,  Apr.  22),  that 
we  are  "now  second  only  to  mighty 
Boeing"  and  coming  on  strong,  we  take 
exception  to  a  few  points  of  detail, 
namely: 

■  It  is  true  that  Jean  Pierson  has  public- 
ly claimed  earlier  this  year  "that  Airbus 
is  already  making  money  on  operations," 
but  contrary  to  what  you  have  written, 
reimbursement  of  the  consortium's  de- 
velopment loans  in  fact  are  included  in 
the  operating  surplus  announced  for 
1990. 

■  According  to  your  article.  Airbus  is 
"strongest  in  Europe,  where  govern- 


ment-owner airlines  routinely  buy 
its  planes."  This  is  not  an  accurate 
statement.  National  carriers  of  the 
member  countries  of  the  consortium 
are  under  no  obligation  whatsoever 
to  buy  our  products.  Indeed,  there 
are  a  greater  number  of  U.  S.-made 
aircraft  than  there  are  Airbus  planes 
in  service  with  or  on  order  from  these 
operators. 

In  your  editorial  in  the  same  issue, 
you  refer  to  our  current  offer  to  scale 
back  the  percentage  of  government 
loans  to  develop  planes.  However,  you 
omit  to  mention  that  in  exchange.  Air- 
bus Industrie  expects  clarification  on 
the  amount  of  indirect  support  given 
by  the  U.  S.  government  to  U.  S.  air- 
craft manufacturers.  Such  information 
would  surely  be  of  interest  to  the  U.  S. 
taxpayer. 

Robert  Alizart 
Vice-President 
Airbus  Industrie 
Blagnac  Cedex,  France 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York.  N.  Y.  10020-  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


Now  you  can  invest  in  marl^ets 
that  are  riding  ttie  wave  to  global  capitalism. 


The  Merrill  Lynch  Developing 
Capital  Markets  Fund. 

If  you're  seeking  long-term  capital 
appreciation  from  your  invest- 
ments, consider  the  Merrill  Lynch 
Developing  Capital  Markets  Fund. 
This  Fund  provides  you  v^th  a 
convenient  v^^ay  to  invest  in 
smaller  capital  markets,  which 
may  be  moving  into  a  stage  of  rel- 
atively high  rates  of  growth,  as 
well  as  more  mature  economies. 

While  investments  in  smaller 
capital  markets  may  involve  vol- 
atility and  risk,  investment 
opportunities  may  result  from  an 
evolving  long-term  trend  favoring 

©1991  Merrill  Lynch,  Pierce.  Fenner  &  Smith,  Inc  Member  SIPC 


more  market-oriented  economies. 

What's  more,  you'll  also  have 
the  opportunity  to  work  closely 
with  one  of  our  knowledgeable 
Financial  Consultants. 

For  more  complete  information  on  the  Merrill 
Lynch  Deieloping  Capital  Markets  Fund,  including 
all  charges  and  expenses,  send  for  a  pn^spectus  by 
calling  a  Memll  Lynch  Financial  Consultant  or 
returning  the  coupon  Please  read  the  prrjspectus 
carefully  before  you  inLiest  or  send  money 


Call  1-800-637-7455,  ext.  6848^ 

Return  to:  Merrill  Lynch  Response  Center 
PO  Box  30200,  New  Brunswick.  NJ  08989-0200 

Please  send  me  a  brochure  and  prospectus 
on  the  Merrill  Lynch  Developing  Capital 
Markets  Fund,  Inc 

Na  me  


Address_ 
City  


State- 


.Zip_ 


Home  Phone 


Business  Phone - 


Merrill  Lynch  clients,  please  give  name  and 
location  of  your  Financial  Consultant. 
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Additions  to  Marketing  Department 

•  Sales  and  advertising  managers  haven't 
changed  from  prior  department  structure 

■  Promotion  spoi  hus  yel  lo  be  nilcd 

•  Sales  manager  is  m  process  of  making 
assignments 

■  Market  dcvelopmeiil  person  Marts  next  month 

•  Organiiation.i!  ch;ingcs  ate  effective  January  1 

S^l  GlobalTrust  Securities 


1990  Accomplishments 


--^        Trarwco  Fun^ 
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National  Sales  Meeting  Notes 


19S1  Network  Expansions 


GlobafTrust  Securities 


1991  Sales  Projections 
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Bond  Trading  Seminars 
•Targeted  at  new  accounts  in 
Europe  and  Asia 

Financial  Planning  Direct  Mail 
•Directed  at  customer  base 
•Focused  on  retirement  strategies 

Globan" rusl  Setwnlies 


Get  people  to  see  tilings  your  uioij. 


tiei  good  in  U.S.  and  Canada  only  white  supplies  last.  This  ad  was  created  with  Aldus  PageMaker  and  Aldus  Persuasion.  The  companies  mentioned  in  the  samples  are  fictitious  and  are  used  tor  Illustrative  purposes;  they  are  not  intended  to  represent  actual  companies. 


Introducing  New  Aldus 
Persuasion  for  Windows. 

No  otKer  presentation  software  is  as  automatic  as 
new  Persuasion*  2.0  from  Aldus.  But  wnat  exa  ctly 
(Jo  we  mean  by  automatic? 

Let  us  explain  tlie  tkree  easy  steps.  Step  1:  Pick 
one  of  55  pre-desi^ned  AutoTemplates.  Step  2:  Put 
your  tliouglits  into  tKe  built-in  outliner;  Persua- 
sion instantly  formats  your  outline  into  fabulous 
finisKed  visuals.  Step  3:  Now  print  overkeads, 

speaker  notes  or  kand- 
outs.  Or  output  35mm 
slides.  Tkat's  it. 

Yet,  Persuasion 
doesn  t  stop  tkere.  It  s 

suck  a  complete  business 
Arrange  the  flow  of  your  presentation  .  ,      .     i     .    i  i 

witti  the  on-screen  slide  sorter  tool  tkat  it  also  includes 


word  processing,  drawing  tools,  ckartin^  and 
^rapking  capabilities.  Plus,  it  allows  you  to  import 
word  processing,  spreadskeet,  ^rapkic,  and  CGM  files. 
Witk  a  comkination  of  features  like  tkese,  you 
can  easily  customize  or  create  your 
own  presentations.  And  tke  Windows 
environment  makes  it  all  easy  for  you 
JLJHL..     to  learn  and  use. 

Once  you  do,  you  11  want  to  call 
on  tke  powers  of  Persuasion  2.0 
every  day  for  any  type  of  meeting — 
formal  or  informal.  Sometkin^  tke  users  of  our 
award-winning  Macintosk  version 
kave  done  for  years. 

So  call  today  for  a  Iree  demo  disk 
or  a  $9.95  video  and  see  kow  success 

The  Creatiue  Ed^e 

witk  new  Persuasion  2.0  is  automatic.         ,n  Business 


.  Ilthd^rsiiimm 


For  a  free  demo 
disk  or  a  $9.95 
video,*  call  (800) 
333-2538,  Dept.50M 
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ILLIBERAL  EDUCATION:  THE  POLITICS  OF  RACE  AND  SEX  ON  CAMPUS 

By  Dinesh  D'Souza 

The  Free  Press  •  219pp  •  $19.95 


ACADEMIA'S 

'DIRTY  LITTLE  SECRET' 


In  mid-April,  acrimony  erupted  at 
Washinj^ton's  Georgetown  Universi- 
ty law  school  after  the  student-run 
Law  Weekly  published  a  commentary  on 
the  school's  admission  policies.  Timothy 
Maguire,  a  white  third-year  law  student, 
had  worked  for  the  admissions  office 
part-time.  There  he  had  learned,  he 
wrote,  that  the  school  admits  blacks 
with  law  school  admission  test  scores 
significantly  lower  than  whites. 

In  the  ensuing  uproar,  the  Black  Law 
Student  Assn.  asked  the  school's  disci- 
plinary board  to  withhold  Maguire's  de- 
gree. Disciplinary  proceedings  begun 
against  him  could  lead  to  his  expulsion. 

To  many,  the  brouhaha  was  about  ste- 
reotyping minority  students  as  intellec- 
tually inferior.  But  the  crux  of  the  de- 
bate was  policy — the  widely  practiced 
affirmative  action  aimed  at  enrolling 


more  minority  students.  What  made  the 
episode  prototypical  was  Georgetown's 
refusal  to  address  its  aims  directly.  In  a 
letter  to  the  weekly,  the  law  school  dean 
invoked  the  goal  of  "diversity"  without 
mentioning  "race." 

Many  universities  don't  want  to  talk 
about  the  issues  raised  by  affirmative 
action,  curriculum  revisions,  special 
studies,  and  other  efforts  to  redress  past 
social  injustices.  But  a  most  unlikely 
self-appointed  substitute  has  stepped 
forward  to  do  so.  In  writing  Illiberal 
Education,  29-year-old  Bombay-born 
Dinesh  D'Souza  has  put  together  an  in- 
dispensable book  for  anyone  interested 
in  the  future  of  U.  S.  higher  education. 

Illiberal  Education  is  a  study  of  the 
contortions  U.  S.  universities  have  put 
themselves  and  their  students  through 
in  an  effort  to  recruit  minorities  and  ad- 


dress the  concerns  of  minorities  on  cai 
pus.  It  comes  along  just  as  many  ac 
demies  and  students  are  having  secoi- 
thoughts  about  these  policies  because  < 
their  unintended  consequences. 

All  policies  that  depend  on  treatin 
minorities  as  groups  rather  than  as  inc 
viduals,  D'Souza  argues,  tend  to  exace 
bate  racial  separatism.  Affirmative  a 
tion,  he  notes,  raises  questions  aboi 
fairness,  the  pursuit  of  excellence,  ar 
the  open  debate  that  most  people  thin 
are  at  the  core  of  the  university  expei 
ence.  The  uncomfortable  truth,  as  \ 
writes,  is  that  applicants  are  being  d 
nied  college  admission  because  of  race 

Affirmative  action's  results,  D'Sou; 
says,  are  "the  dirty  little  secret"  of  U.  \ 
universities.  But  the  policy  can't  be  d 
fended  by  glossing  over  the  reverse  di 
crimination  involved — which  is  why  a 
ministrators'  tendency  to  due 
discussion  makes  so  many  uneasy. 

D'Souza's  underlying  message  is  evt 
broader:  The  academic  world  has  becon 
perhaps  the  most  closed,  intolerant  se 
tor  of  American  life.  Faculty  and  admii 
istrators  bent  on  righting  old  wrong 
have  made  rational  discussion  of  rem 
dies  impossible.  Questions  are  shouts 
down,  and  dissent  is  branded  as  racisr 


¥)u  want  it  all. 


Now  you  can  have  the  best  HP 
LaserJet  features.  And  you 
can  have  them  forjust  $1,59.5.* 
The  breakthrougli  Last-rJet  IIll' 
printer  gives  you  clean,  crisp  300 
dpi  print  quality  superior  to 
that  of  ordinary  la.ser  i)rinters. 


It  dresses  up  yotn^  document-s 
with  a  variety  of  t^asy-to-use 
typefaces.  In  thousands  of  sizes. 
And  for  even  better  impres- 
sions, the  new  LaserJet  HIP 
quickly  produces  graphics 
and  special  effect.s.  Including 


shading,  patterns,  and  reverse 
type.  This  compact,  4  page- 
per-minute  printer  will  work 
with  virtually  all  software. 
And,  ofcour.se,  it  comes  with 
the  quality,  reliability,  and 
rock-solid  customer  sup|)()rt 
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.  an  Bloom  made  ii  simi- 
•r  point  in  his  1987  The 
'osing  of  the  American 
ind.  But  unlike  Bloom's 
gumentative  book, 
Souza's  work  is  meticu- 
usly  evenhanded  and 
■Ipfully  footnoted.  It  de- 
lves perspective  and 
edibility  from  the  fact 
at  D'Souza  isn't  white. 
D'Souza  uses  a  differ- 
it  institution  to  explore 
,ch  of  his  major  topics, 
le  University  of  Califor- 
a  at  Berkeley  is  used  to 
udy  racial  preference  in 
(missions;  Stanford  for 
e  battle  over  multicul- 
ralism  in  the  curricu- 
m;  Howard  for  the  quest  by  students 
ir  an  Afrocentric  curriculum;  Michigan 
'r  censorship;  and  Harvard  for  the  poli- 
js  of  race  and  gender  in  the  classroom, 
uke  is  used  to  examine  how  literature 
lurses  are  bent  to  political  ends. 
D'Souza's  study  has  already  made  him 
hit  among  conservatives  inside  the 
eltway,  where  polemicists  with  good 
ming  are  always  appreciated.  Tom 
'olfe  'nas  said  "the  hive  is  buzzing  over 
inesh  D'Souza":  The  author  can  consid- 
'  himself  anointed.  Not  that  he  was  an 


m  he  gadfly  author 
says  universities  are 
unwilling  even  to 
debate  affirmative 
action's  shortcomings 


unknown  quantity.  The  Jesuit-educated 
D'Souza  came  to  the  U.  S.  as  an  ex- 
change student  for  a  year's  study  in 
1978  and  stayed  to  attend  Dartmouth 
College  and  edit  the  iconoclastic  and  no- 
toriously "politically  incorrect"  Dart- 
mouth Review.  After  graduation  in 
1983,  he  joined  the  journal  Prospect  at 
Princeton  University,  where  his  Catholi- 
cism, Ivy  League  background,  courtly 
manner,  and  mischievous  wit  combined 
to  give  him  a  reputation  as  a  sort  of 
Indian  William  F.  Buckley  Jr.  In  1987,  he 


went  to  the  Reagan  White 
House  as  a  domestic  poli- 
cy analyst  and  the  follow- 
ing year  served  as  "direc- 
tor of  Catholic  votes"  in 
the  Bush-Quayle  cam- 
paign. In  1990,  he  became 
a  U.  S.  citizen. 

D'Souza  has  a  refresh- 
ingly objective  view  of  the 
aspirations  of  blacks:  As 
an  immigrant,  he  feels  no 
guilt  for  past  wrongs  to 
black  Americans,  and  he 
observes  that  discrimina- 
tion is  found  all  over  the 
world.  Describing  the  con- 
formist, "politically  cor- 
rect" views  he  has  found 
on  U.  S.  campuses,  he 
that  "diversity"  meant 
different  at  his  high 


notes  wryly 
something  far 
school  in  Bombay.  There,  he  says,  he 
could  identify  "monarchists,  Fabian  so- 
cialists. Christian  Democrats,  Hindu  ad- 
vocates of  a  caste-based  society,  agrari- 
ans, centralized  planners,  theocrats, 
liberals,  and  communists." 

The  question,  D'Souza  muses,  "is  not 
whether  universities  should  seek  diversi- 
ty, but  what  kind  of  diversity."  The  most 
desirable  kind,  he  concludes,  is  diversity 
of  mind — the  "smorgasbord  of  convic- 
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only  Hewlett-Packard  can 
offer.  F'or  a  demonstration, 
visit  your  authorized  HP 
dealer  Or  call  1-800-752-0900, 
Ext.  2254  for  more  informa- 
tion. And  think  of  it  as  a 
buyers'  market. 
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Highest  Yielding 
Short-Term  U.S. 
Government  Fund 


Spartan  Limited  Maturity 
Government  Fund 


In  today's  market,  income  in\es- 
tors  are  turning  to  shorter-term 
government  bond  funds  designed 
to  offer: 

✓  Higher  current  income 

than  tixed-price  money  market 
funds  offer. 

✓  Greater  price  stability 

than  higher-yiekling  l()nt>-terni  bond 
funds. 


8.3(r 


50  Day  Net  Yield 

3/22/91* 


9.10 


0/ 

/o 


One  Year  Total  Return 

12/31/89-12/31/90* 


8.59 


% 


Life  of  Fluid 
■\\erage  Annual  Return 

5/2/88-12/31/90* 


And,  Spartan  Limited  Maturity 
Government  Fund  is  the  highest 

yiekiing  fund  of  its  type.  Tiie  fund  seeks  to  miiximize  yiekls  by 
minimizing  fund  operating  expenses.  Pkis  you  pay  only  for  the 
transactions  you  make.' 

Call  for  today's  current  yield.  Minimum  investment: 
j'ilO.OOO.  For  more  compk'te  ink)rmation,  including  manage- 
ment fees  and  transaction  expenses,  call  for  a  free  prospectus. 
Read  it  carefully  bek)re  you  invest  or  send  money. 

Visit  our  Nationwide  Investor  Centers  or  call  24  hours 

1-800-544-8888 


Fidelity 


Investments  ® 


Ir 

liilal  returns  are  hislDric.il  and  iiu  lucic  t  hani;e  in  share  price,  reinveslmeni  (it  iliMilends  and  ihe  eHecl  iil  llie  St 
cidseiiul  lee  I  111  an  average-si/ed  aecoiinl  hidelil\  is  teni|i()raril\  pavini;a  portion  of  the  Fund  s  expenses.  If 
fidehlvhad  not.  the  .i()-da\  \ield  would  ha\e  heen  K,10"n  and  returns  would  ha\e  heen  lower  This  expense  limi- 
tation ma\  he  lerniiiiated  or  revised  al  am  time,  at  which  lime  expenses  w  ill  go  up  and  vield  and  returns  will  no 
down.  Share  priee,  yield  and  returns  will  var\,  and  \ou  ma\  have  a  ,i;ain  or  loss  when  \ou  sell  shares  'Acxordnv^ 
to  l.ipper  ,\iialvlKal  Services,  Ine  ,  Miiliiiil liiiid  Yivlil Siirivy.  the  fund  ranked  #1  of  Id  short-term  I  S  i^overn- 
meiil  funds  lor  thr  i(l-dav  period  ended  I  '-il-'^ll, '  fransaclioiis  will  reduce  v our  \  leld  depeiidini;on  the  nuniher 
voii  make  l  idelilv  I lislrihutors  Corporation  ((ieueral  llisirihution  Vnent),  I'O  Box  (i(iO(>(li  Dallas,  f\ 
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tion.s"  found  at  European  universities 
Or  in  Botnbay. 

BY  JOHN  E,  PLUENNEK 
Phtenneke  edits  BUSINESS  WEEK'S  editor, 
a  I  page. 


BOOK  BRIEFS  I 


THE  COMMANDERS 

By  Bob  Woodward 

Simon  &  Schuster  •  398pp 


$24.95 


ALL  THAT  BRASS 


ob  Woodward's  account  of  ho\ 
George  Bush  and  his  Administr;i 
tion's  big  leaguers  went  to  wa 
against  Panama  and  then  Iraq — the  firs 
substantial  book  on  the  gulf  war — is  riv 
eting.  It  also  brushes  too  close  to  trasl 
journalism  of  the  Kitty  Kelley  variety. 

Woodward,  the  Washington  Post  edi 
tor  fatned  for  books  on  Nixon,  the  Su 
preme  Court,  and  the  CIA,  began  a  bool 
about  Pentagon  leadership  in  1988.  B; 
the  time  the  crises  in  Panama  and  Iraf 
hit,  he  had  a  network  of  military  sourcei 
and  close  relationships  with  key  Penta 
gon  and  White  House  players. 

He  offers  no  thundering  revelations 
The  main  eyebrow-raiser  is  Joint  Chiefi 
of  Staff  Chairman  General  Colin  Pow 
ell's  early  support  for  sanctions  and  con 
tainment  to  avoid  war.  Woodward  de 
picts  other  schisms  among  decision 
makers — not  surprising  in  a  democracy 
What's  compelling  is  seeing  war  polic] 
hammered  out  at  government's  top  lev 
els.  Woodward  tells  his  tale  through  ac 
cumulated  detail  rather  than  anecdota 
bombs.  Thus  we  gradually  discern  Busl 
as  trigger-happy,  guided  by  emotion  a; 
he  battles  "the  wimp  factor." 

The  book  moves  at  the  pace  of  potboil 
er  fiction.  Unfortunately,  it's  hard  t( 
judge  what's  fact.  One  problem:  Wood 
ward  says  that  thoughts  and  beliefs  at 
tributed  to  a  character  may  be  based  oi 
the  recollections  of  a  second  party 
Quotes  are  treated  similarly.  Quot( 
tnarks  aren't  used,  Woodward  says,  un 
less  sources  were  sure  of  exact  wording 
What,  then,  do  we  make  of  this  quote 
supposedly  delivered  by  General  Max 
well  R.  Thurman,  commander  in  Pana 
ma,  about  a  nascent  Panamanian  couj 
attempt:  "This  is  an  ill-motivated;  ill-con 
ceived — they  are  going  to  talk  this  guj 
into  retirement,  hoping  he's  not  there 
ill-led,  this  guy  doesn't  know  who  is  go 
ing  to  be  in  the  coup;  fatally  flawec 
plan."  Were  the  words  taped?  Made  up; 

While  Woodward  is  regarded  more  se 
riously  as  a  journalist  than  Kitty  Kelley 
the  fundamental  problem  with  The  Com 
manders  is  the  same  as  with  Nancy 
Reagan.  You  just  can't  tell  what's  true 
BY  RUSSELL  MITGHEU 
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THE  LONG-TERM  UNEMPLOYED  NEED 
LONG-TERM  HELP 


BY  GARY  S.  BECKER 


Enough  revenue  to 
provide  a  full  year 
of  coverage  could  be 
generated  simply  by 
delaying  eligibility 
— from  the  present 
week  to  six  or  eight 
weeks — wliich  also 
would  stvTnie 
short-term  abuse 
of  the  funds 


GARY  S.  BECKER  IS  UNIVERSITY 
PROFESSOR  OF  ECONOMICS 
AND  SOCIOLOGY  AT  THE 
UNIVERSITY  OF  CHICAGO 


The  present  U.  S.  unemployment  insur- 
ance system  fails  to  protect  workers 
against  the  risk  of  long-term  joblessness. 
The  segment  of  the  unemployed  without 
jobs  for  longer  than  26  weeks  has  more  than 
doubled  since  the  late  1960s.  This  explosion  in 
long-term  unemployment  helps  explain  why  so 
many  of  the  unemployed  now  do  not  qualify 
for  benefits.  In  1988,  over  one-fourth  of  those 
unemployed  had  been  without  work  for  more 
than  half  a  year. 

Under  present  laws,  benefits  begin  one 
week  after  a  worker  becomes  unemployed.  Eli- 
gible unemployed  people  then  receive  pay- 
ments for  up  to  26  weeks,  usually  collecting  a 
little  less  than  half  of  what  they  had  been 
earning.  But  benefits  then  cease  unless  the 
number  of  insured  unemployed  in  the  state  is 
higher  than  about  5%  of  total  employment. 
That's  not  likely,  and  only  a  few  states  have 
extended  benefits  during  the  present  mild  re- 
cession, since  the  national  unemployment  rate 
has  so  far  remained  under  19c. 

Many  people  who  are  unemployed  for  short 
periods  of  time  manage  to  scrape  by  without 
undue  hardship  by  drawing  down  savings,  bor- 
rowing from  relatives  and  friends,  or  delaying 
mortgage  payments  and  other  bills.  Those  who 
are  seasonally  unemployed  or  on  temporary 
layoffs  often  are  expecting  to  return  to  their 
old  jobs. 

Common  sense  suggests  that  the  long-term 
unemployed  are  less  able  to  cope  because  they 
exhaust  their  savings  and  their  credit  with 
others.  They  don't  have  the  means  to  pay  for 
basic  needs,  let  alone  anything  else. 
TAX  HIKE  OPPOSITION.  Clearly,  the  present  sys- 
tem is  not  doing  what  it  should  do:  protect  the 
unemployed  who  need  it  most.  A  step  in  the 
right  direction  would  be  to  lengthen  the  period 
of  eligibility  from  26  weeks  to  perhaps  a  year. 
Those  unemployed  for  much  longer  than  that 
are  unlikely  to  find  regular  jobs  again,  and 
they  should  be  helped  in  other  ways,  such  as 
through  the  welfare  system. 

Unemployment  compensation  is  presently  fi- 
nanced from  a  trust  fund  in  each  state  built  up 
by  a  payroll  tax  on  the  first  $7,000  of  wages 
earned  in  the  state.  Some  members  of  Con- 
gress are  calling  for  higher  tax  rates  or  large 
increases  in  the  wage  base  beyond  $7,000  to 
finance  an  extension  of  the  eligibility  period 
beyond  26  weeks.  But  there  is  also  much  oppo- 
sition in  the  Senate  and  House  to  higher  taxes 
on  payrolls. 

The  present  system,  however,  could  gener- 
ate the  revenue  needed  to  cover  the  long-term 
unemployed  without  imposing  new  taxes,  if 
some  of  the  short-term  unemployed  were  made 
ineligible  for  benefits.  Since  those  out  of  work 


for  only  a  few  weeks  usually  cope  fairly  well 
the  money  would  be  better  spent  on  those  ii 
greater  need  of  assistance. 

If  the  waiting  period  to  receive  benefit; 
were  extended  to  five  weeks  from  the  presen 
one,  the  tax  revenue  released  would  be  suffi 
cient  to  allow  an  increase  in  coverage  to  a  ful 
year  from  the  present  half  year.  If  the  unem 
ployed  were  not  eligible  before  six  to  eigh 
weeks,  the  trust  would  have  sufficient  fund; 
to  bring  into  the  system  some  others  who  ar( 
not  eligible.  The  fraction  of  the  unemploye( 
who  collect  benefits  is  now  much  lower  thai 
the  60ff  who  were  covered  during  recessionan 
times  in  the  early  1970s.  Many  of  those  no 
eligible  now  are  low-skilled  workers  who  hav( 
been  unemployed  for  several  months  and  hav( 
trouble  making  ends  meet. 
WHERE  TO  START.  The  fact  that  eligibility  be 
gins  after  just  one  week  tends  to  encourag( 
abuse  of  the  system.  Some  companies  mon 
readily  lay  off  workers  who  will  be  recalled  ii 
a  few  weeks  because  they  know  the  trust  func 
is  there  to  bear  the  burden.  Seasonal  employ 
ment  is  also  lent  a  bogus  attractiveness  be 
cause  the  system  covers  regular  spells  of  un 
employment.  These  abuses  of  the  systen 
would  be  greatly  curtailed  if  eligibility  foi 
benefits  did  not  begin  until  after  severa 
weeks  of  unemployment.  Although  extending 
benefits  to  a  full  year  would  encourage  som( 
of  the  long-term  unemployed  to  stop  looking 
for  work,  the  vast  majority  want  to  find  jobs 
soon  to  prevent  further  erosion  of  their  skills 

Other  government  safety-net  programs  an 
also  too  generous  early  on,  but  not  generous 
enough  at  later,  much  more  difficult  stages  o: 
adversity.  The  welfare  system  should  have  < 
longer  waiting  period  before  a  family  become; 
eligible,  providing  instead  greater  benefits  t( 
the  long-term  poor  who  have  few  prospects  o: 
improving  their  circumstances.  The  aim  of  So 
cial  Security  and  medicare  is  to  protect  th( 
elderly  against  long-term  illnesses  and  othei 
serious  risks  of  old  age.  In  contrast,  we  giv( 
too  much  to  the  well-off  elderly  and  to  thos( 
with  short-term  illnesses,  and  we  are  t0( 
stingy  with  the  sick  and  poor. 

Tax  and  budgetary  pressures  are  forcing  : 
reexamination  of  all  government  programs  ii 
the  search  for  more  effective  policies.  A  goo( 
start  can  be  made  with  the  unemployment 
compensation  system  by  removing  the  short 
term  unemployed  from  coverage  and  extend 
ing  assistance  to  those  out  of  work  for  a  lonf 
time.  An  unemployment  insurance  fund  shouk 
mitigate  the  economic  hardships  of  worker; 
who  are  facing  the  prospect  of  protracted 
even  permanent,  privation  through  no  fault  o: 
their  own.  S 
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NOW  DELIVERS 

lOIWSEIVIO 
TIME  ZONES. 


OUR  PRIORITY  OVERNIGHT 
SERVICE  DELIVERS 
BY  10:30  A.M. 


NEW  STANDARD  OVERNIGHT  DELIVERS 
BY  3:00  P.M.  AT  ONE  OF  THE  LOWEST 
PRICES  AROUND. 


Federal  Express  is  now  the  only  air  express  company  to  offer  two  next-day  delivery  service  options. 
Our  Priority  Overnight  Service'"  can  deliver  your  most  time-sensitive  shipments  by  10:30  A.M.*  But  if  you  can  wait  until 
the  afternoon,  new  Standard  Overnight  Service "  will  deliver  packages  up  to  150  lbs.  by  3:00  P.M.*  At  a  price  that's 
tough  to  beat.  And  of  course  both  Priority  Overnight  and  Standard  Overnight  come  with  all  the  service  and  rehability 
you  expect  from  Federal  Express.  We  figure  all  that  now  makes  us  two  times  better  than  the  competition. 


Absolutely,  Positively,  The  Best  In  The  Business.' 


)  1 W 1  Federal  Express  Corporation 


*See  Federal  Express  Sen  ice  (iuide  for  delivery  commitment  in  your  area. 


conomic  Trends 


BY  GENE  KORETZ 


CANADA  MAKES 
SMOKING  HAZARDOUS 
TO  THE  WALLET... 


All  Americans  who  are  impressed  by 
Canada's  ability  to  hold  down 
health  care  spending,  take  note:  While 
providing  full  health-insurance  coverage 
to  its  citizens,  the  nation  is  also  seeking 
to  reduce  the  demand  for  health  care  by 
mounting  a  massive  attack  on  a  major 
cause  of  medical  problems,  tobacco.  By 
December,  Canada  expects  to  have  re- 
duced per  capita  use  of  cigarettes  by  an 
impressive        in  just  three  years. 

Ottawa's  war  on  smoking  involves  a 
two-pronged  assault.  The  first  is  to  un- 
dermine the  lure  of  srrioking  in  the  pub- 
lic's mind.  Virtually  all  cigarette  adver- 
tising has  been  banned,  even  printing 
cigarette  brand  names  on  T-shirts. 
Health  warnings  are  now  required  to 
take  up  207'  of  the  front  and  back  of  all 
cigarette  packs  and  will  be  even  larger 
next  year.  And  smoking  has  been  pro- 
hibited in  all  public  areas  and  work 
sites  under  federal  jurisdiction,  as  well 


RISING  PRICES  ARE  CUTTING 
SMOKING  IN  CANADA 
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CHANGE  IN: 

AVERAGE  REAL  PRICE  OF 
A  PACK  OF  CIGAREHES 
PER  CAPITA  CIGAREnE 
CONSUMPTION- 
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as  on  all  flights  by  Canadian  airlines. 

Part  two  of  the  government's  attack  is 
to  raise  prices.  Since  1984,  the  federal 
tax  on  a  pack  of  cigarettes,  including 
sales  tax,  has  been  hiked  from  42$  to 
$1.94  (Canadian).  Provincial  taxes  have 
also  jumped,  bringing  the  average  total 
current  tax  bite  to  a  huge  $3.69.  The 
average  retail  price  of  a  pack  of  ciga- 
rettes in  Canada  is  now  about  $5.50. 

Rising  prices  have  sparked  a  sharp 
decline  in  smoking.  Economists  calculate 
that  the  price  elasticity  of  demand  for 
cigarettes  is  about  0.47,  which  means 
each  10%  rise  in  their  real  price  induces 
a  4%  drop  in  consumption.  "That's  just 


about  what  we've  been  finding,"  says 
David  Sweanor  of  Canada's  Non-smok- 
ers' Rights  Assn.  He  calculates  that  by 
the  end  of  this  year,  per  capita  adult 
consumption  of  cigarettes  will  be  down  a 
huge  437  from  its  1980  level. 

Over  the  long  run,  Canada  expects  an 
even  more  precipitous  drop  in  smoking. 
The  reason:  Most  smokers  acquire  the 
habit  in  their  teenage  years,  and  studies 
show  that  the  teenage  price  elasticity  of 
cigarette  use  is  about  1.27 — that  is,  a 
107  rise  in  price  induces  a  127  drop  in 
the  number  of  teenage  smokers. 

"The  responsiveness  of  teenagers  to 
cigarette  price  hikes,"  says  Sweanor, 
"suggests  that  smoking  in  Canada  will 
become  less  and  less  prevalent  as  new- 
generations  of  nonsmokers  mature." 


...WHILE  THE  U.S. 

REMAINS  THE  LAND 

OF  THE  CHEAP  CIGARETTE 


While  Canada  has  enacted  one  of 
the  world's  strongest  antismok- 
ing  programs,  it  is  hardly  alone  in  push- 
ing up  the  price  of  cigarettes.  In  U.  S. 
dollars  at  current  exchange  rates,  the 
price  of  a  pack  of  smokes  in  countries 
such  as  Ireland,  Britain,  Denmark,  and 
Norway  ranges  from  $3.02  in  Ireland  to 
$4.95  in  Norway.  In  all  of  these  coun- 
tries, as  in  most  European  nations,  taxes 
account  for  at  least  707  of  the  retail 
price  of  cigarettes. 

By  contrast,  the  current  average  price 
of  a  pack  of  cigarettes  in  the  U.  S.  is 
about  $1.70,  of  which  about  287c  reflects 
federal,  state,  and  local  taxes.  According 
to  World  Health  Organization  estimates, 
per  capita  consumption  of  cigarettes  in 
the  U.  S.  in  1989  was  2,200.  In  the  coun- 
tries listed  above,  it  ranged  from  1,800  in 
Ireland  to  just  700  in  Norway. 


SHAKESPEARE  MAY 
HAVE  BEEN 

RIGHT  ABOUT  LAWYERS 


Caught  in  the  snares  of  the  legal  sys- 
tem, not  a  few  Americans  have  ech- 
oed the  desire  of  Dick  the  butcher  in 
Shakespeare's  King  Henry  VI,  Part  II 
to  "kill  all  the  lawyers."  But  economists 
have  their  own  apprehensions  regarding 
the  law,  whose  practice,  they  believe, 
can  often  interfere  with  the  efficient 
workings  of  the  economy  and  inhibit 
growth.  In  a  recent  study,  Kevin  M. 
Murphy  and  Robert  W.  Vishny  of  the 
University  of  Chicago  and  Andrei 
Shleifer  of  Harvard  University  tested 
this  notion  by  looking  at  college  enroll- 


ment patterns  in  some  oo  countries 
The  three  economists  were  intereste 
in  how  the  percentages  of  college  sti 
dents  studying  law  and  engineerin. 
were  correlated  with  economic  growl 
rates  over  the  1970-85  period.  And  wha 
they  found  was  a  strong  positive  relj 
tionship  between  engineering  student 
and  growth  and  a  "negative  effect  o 
lawyers  on  growth."  Their  calculation 
suggest  that  doubling  the  proportion  o 
students  studying  engineering  woul 
have  boosted  the  average  growth  rate  i 
their  sample  by  0.57,  while  doubling  th 
percentage  of  aspiring  lawyers  woul 
have  reduced  it  by  0.37. 

Since  the  U.  S.  is  the  world's  most  lit 
gious  society,  the  researchers  believ 
their  study  may  shed  light  on  America' 
lagging  productivity.  In  essence,  th 
high  pay  offered  to  those  who  choos 
such  professions  as  law  and — some  ecor 
omists  argue — securities  trading  may  n 
suit  in  a  misallocation  of  talent  awa 
from  careers  that  enhance  growth. 

"Lawyers,"  the  authors  write,  "are  ir 
deed  bad,  and  engineers  good,  fo 
growth."  Unfortunately,  they  aren' 
planning  a  similar  study  of  the  economi 
impact  of  economists. 


OFFICE  CONSTRUCTION 

IS  STILL 

IN  A  SINKHOLE 


Even  if  the  economy  recovers  late 
this  year,  the  omens  suggest  the  r( 
cession  in  commercial  real  estate  wi 
continue.  Commercial  construction  is  a 
ready  down  some  407  in  real  terms  fror 
its  1985  peak,  and  McGraw-Hill  Inc. 
F.  W.  Dodge  Group  reports  that  offic 
building  contracts  plummeted  in  Marc 
to  half  of  their  value  a  year  earlier. 

Meanwhile,  office  vacancy  rates  ar 
rising.  While  the  vacancy  rate  average 
about  10%  in  central  business  areas  o 
large  cities  during  the  last  recessioi 
Cushman  &  Wakefield  Inc.  reports  tha 
it  hit  18.27  last  quarter  and  is  runnin, 
about  21.57  in  suburban  markets.  In  cr 
ies  such  as  Los  Angeles,  where  th 
downtown  vacancy  rate  recently  jumpe 
from  15%  to  21%,  the  problem  is  exacei 
bated  by  newly  completed  construction 
Economists  at  The  Bank  Credit  Anc 
lyst  think  it  could  take  five  more  year 
for  commercial  construction  to  revive 
Noting  that  nonperforming  commerciE 
real  estate  loans  increased  by  167  in  th 
first  quarter  at  both  Citibank  and  Chas 
Manhattan  Bank  and  by  467  at  Firs 
Chicago,  they  warn  that  "few  banker 
will  be  able  to  justify  increasing  thei 
commercial  real  estate  exposure  fo 
some  time  to  come." 
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TO    THE    WINNERS    OF  THE 


Sixth  ^Annual 

Business  Week  Awards 

for  excellence  in 

Corporate  Advertising 


nr 

L  he  readers  of 
Business  Week  have  designated  twelve 
corporate  advertising  campaigns  as  the 
most  read  and  best  remembered  of  1990. 

The  votes  of  our  readers  were  compiled 
by  the  independent  research  firm,  Starch 
INRA  Hooper,  which  measures  adver- 
tising readership  in  the  magazine. 


Representative  ads  of  the  winning 
campaigns  are  shown  on  the  following 
pages.  In  an  advertising  category  with 
the  highest  creative  standards.  Business 
Week  is  proud  to  recognize  these? 
companies  for  excellence  in  corporate!; 
advertising.  , 


AMOCO  CHEMICAL  COMPANY 
Robert  CadIEUX  President 
Bender.  Browning.  Dolby  &  Sanderson/Chicago 


THE  BOEING  COMPAI^Y 
Frank  A.  Shrontz  CAflirwan  ©' CfO 

Cole  &  Weber/ Seattle      ^  .  v 


BP  AMERICA  INC. 

James  Ross  President  &  CEO 
Wyse  Advertising! Cleveland 


DIGITAL  EQUIPMENT  GORPOJIATION 
Kenneth  H.  OlseN  President  &  Director 
Lawner  Reingold  Britton  &  Partners/ Boston 
KetchumJl4vert^^fng(Pittshurgh 


EASTMAN  KODAK  COMPANY 
Kay  R.  WhiTMORE  Chairman.  President  &  CEO 
J.  Walter  Thompson.  U.S.A..  Inc./New  York 


CXir  (mo  inillkin-fiixi'l  display 
cmWcs  cngiiKTCis  m  rcck-linc 
aulomotivc  cxtcllt-iKc 


HITACHI,  LTD. 
KaTSUSHIGE  Mita  President  &  Representative  Director 
Dentsu  Inc.lTokyo 


INTEL  CORPORATION 

Andrew  S.  Grove  President  Sf  CEO 
Dahlin  Smith  White/Salt  Lake  City 


The  numbers  outside. 


NOVELL,  INC. 
Raymond  J.  NooRDA  Chairman.  CEO  &  President 
Foote  Cone  &  Belding/San  Fraffisco 


\ 


RAYTHEON  COMPANY 
Dennis  J.  Picard  Chairman  &  CEO 
Delia  Femina  McNamee.  Inc./New  York 


The  new  Beech  Starship.  The  future  of  ftytng      has  now  arrived. 


SIEMENS 

1866.  That  was  then.  1990.  This  is  now 


SIEMENS  CORPORATION 
Albert  Hoser  President  &  CEO 
Lord  Einstein  O'Neill  &  Partners/New  York 


THE  TIMKEN  COMPANY 
'  i  .'  Joseph  F.  Toot,  Jr.  President 

-    Blairl  Eric  Mower  &  Associates,  Inc. I  Rochester 

/■  • 


JUST  THINK 
WHAT  WE  CAN  DO  WITH 
A  HOME  LIKE  THIS. 


WESTINGHOUSE  ELECTRIC  CORt»ORATION 

Paul  E.  Lego  Chairman  &  CEO 
,  '  ■  '  Ketchum  Advertising/ Pittsburgh 


Winners  of  t  he 

Business  Week  Awards 

for  excellence  in 

Corporate  Advertising 

Amoco  Chemical 
Andersen  Consulting 
Bull 

Chemical  Bank 
Digital  Equipment 
Eastman  Kodak 

Fujitsu 
Lockheed 

SCHOTT  GlASWERKE 

Texas  Instruments 

Timken 

Unisys 

I 

^  s  s 

Amoco  Chemical 
BP  America 
CSX 

Digital  Equipment 

Fujitsu 

Honeywell 

Lockheed 
NEC 

Texas  Instruments 

Timken 

Unisys 

Xerox  Financial  Services 

I 

Amoco  Chemical 
Chemical  Bank 
Digital  Equipment 
Honeywell 
IBM 

NEC 

Norfolk  Southern 
Southwestern  Bell 
Texas  Instruments 
Xerox  Financial  Services 

■■■X; 

9  ^  6 

AT&T 

Allen-Bkadley 
Amoco  Chemical 
BellSouth 
CSX 

Digital  Equipment 

■  Eaton  - '  -  ■ 
FujiTsi; 
Honeywell 
NEC 

Texas  Instrument* 
Timken 

usiness  Outloo 
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BY  KATHLEEN  MADIGAN 


VHICH  WILL  GET  OUT  OF  THE  CELLAR  FIRST: 
rHE  ECONOMY— OR  THE  YANKEES? 


Li 


st  fall,  many  economists  expected  this  recession  to 
be  on  its  way  out  by  opening  day  of  baseball  sea- 
son. Well,  it's  one  month  into  the  campaign,  and  the 
■onomy  is  still  in  a  downturn.  Now,  the  question  seems 
be:  Will  the  recovery  show  up  by  the  All-Star  break  in 
ily  or  not  until  the  World  Series  in  October? 
The  recession  is  showing  the  staying  power  of  Nolan 
yan.  But  unlike  the  44-year-old  Texas  Ranger  pitcher, 
le  economic  contraction  seems  to  be  losing  some  of  its 
omentum.  The  April  employment  report  offered  some 
gns  that  the  economy's  rate  of  decline  is  slowing.  The 
lemployment  rate  slipped  to  6.6%  last  month,  down 
•om  6.87f  in  March.  And  nonfarm  industries  shed  jobs  at 
much  slower  rate  than  in  previous  months. 

Even  so,  this  economy  has  a 
lot  of  strikes  against  it.  Compa- 
nies continue  to  cut  payrolls  and 
work  time,  cars  sales  are  a  di- 
saster, and  corporate  profits  re- 
main bleak.  All  these  factors 
suggest  that  the  economy  re- 
mains mired  in  recession. 

The  only  consistently  bright 
spot  among  all  this  bad  news  is 
the  outlook  for  inflation.  A  gain 
in  productivity  in  the  nonfarm 


JOB  LOSSES  SLOW 
BUT  NOT  BY  MUCH 
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ictor  and  moderation  in  wage  growth  indicate  that  price 
icreases  will  shrink  during  the  course  of  the  year.  That 
lould  lower  long-term  interest  rates — a  necessary  in- 
redient  for  recovery. 

DON'T  BE  To  be  sure,  the  April  labor  report  scored 
FOOLED  BY  some  hits  for  the  economy.  Nonfarm  em- 
JOBLESS  ployers  cut  124,000  jobs  last  month,  many 
RATE  DROP  fewer  than  the  221,000  averaged  during 
le  previous  six  months  (chart).  And  44.7%  of  the  356 
idustries  surveyed  increased  employment  in  April, 
hat's  up  from  just  36.9%-  in  March. 

Factory  employment  dropped  by  42,000  last  month,  an 
nprovement  from  the  93,000  workers  laid  off  in  March, 
uto  makers  called  back  13,000  workers  in  April,  after 
iventory  problems  caused  some  plant  closings  in  March. 

In  the  service  sector,  58,000  employees  were  handed 
ink  slips,  mostly  in  retail  trade.  But  business  services 
>cpanded  their  payrolls  last  month  for  the  first  time 
nee  September,  while  finance  companies  added  workers 
)llowing  eight  months  of  declines. 

The  most  surprising  news  in  the  April  report  was  the 
ecline  in  the  jobless  rate — the  first  drop  in  nearly  a 
ear.  But  the  Labor  Dept.  reported  that  much  of  the 


NEW-CAR  SALES 
PLUMMET 


decline  was  due  to  a  jump  in  workers  classifying  them- 
selves as  self-employed.  Even  Labor  analysts  considered 
the  increase  suspect,  and  it  is  very  unlikely  to  be  repeat- 
ed in  coming  months.  That  means  the  unemployment 
rate  should  rise  again  in  May. 

I A  SHORTER  The  April  data  also  showed  that  the  econ- 
WORKWEEK  omy  has  almost  as  many  problems  as  the 
MAY  MEAN  last-place  New  York  Yankees.  A  slow- 
lOWER  GNP  (Jown  in  layoffs  isn't  always  a  sign  that 
the  economy  has  hit  bottom.  And  the  April  layoffs  bring 
the  total  number  of  jobs  lost  to  1.6  million  since  July. 
That's  not  much  different  from  the  1.4  million  pace  of 
layoffs  in  the  first  nine  months  of  the  1981-82  downturn. 

In  addition,  the  workweek  fell  in  April — another  indi- 
cation that  there  is  too  little  business  to  keep  employees 
busy.  Workers  spent  34.1  hours  on  the  job,  down  from 
34.2  in  March  and  34.7  hours  in  June.  A  rise  in  the 
workweek  will  be  one  of  the  first  signs  of  recovery, 
because  when  demand  picks  up,  companies  increase  the 
hours  of  current  workers  before  hiring  new  employees. 

A  shorter  workweek,  togeth- 
er with  April's  job  losses,  means 
that  the  total  number  of  hours 
worked  in  the  nonfarm  economy 
started  this  quarter  at  a  2.6%' 
annual  rate  below  its  pace  of 
the  first  quarter.  Since  hours 
worked  is  a  good  proxy  for  eco- 
nomic growth,  the  low  level  of 
aggregate  work  time  suggests 
another  drop  in  this  quarter's 
gross  national  product. 

The  factory  workweek  did  rise  in  April,  to  40.2  hours 
from  40.1  in  March.  But  most  of  the  advance  was  in  the 
auto  sector.  The  increased  activity  at  carmakers  sug- 
gests that  industrial  production  will  post  a  small  increase 
for  April,  after  declining  for  six  months  in  a  row. 

Detroit's  April  rebound,  however,  isn't  sustainable. 
Consumers  just  aren't  buying  cars.  In  April,  new  domes- 
tically made  autos  sold  at  a  ghastly  5.5-million  annual 
rate — the  lowest  level  in  SV2  years  (chart).  Auto  makers 
will  probably  have  to  scale  down  already  modest  produc- 
tion plans  for  the  rest  of  this  quarter  or  risk  another 
serious  buildup  in  inventories.  That  means  output  and 
jobs  in  the  auto  industry  will  fall  back  again  in  May. 

Unemployment  isn't  the  only  hardship  facing  workers, 
though.  The  recession  is  also  shrinking  their  pay  raises. 
The  average  nonfarm  wage  grew  by  0.5%'  in  April,  to 
$10.29  an  hour.  Part  of  the  gain,  however,  reflected  the 
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rise  in  the  minimum  wage  to  $4.25  an  hour,  from  $3.85. 
Since  that  boost  won't  be  repeated  in  May,  this  month's 
wage  hike  won't  be  nearly  as  robust  as  April's. 

Over  the  past  year,  nonfarm  wages  have  grown  by 
just  3.37',  down  from  their  3.8'%  pace  of  last  April.  Both 
manufacturing  and  service  pay  are  rising  moderately. 
Since  wage  growth  puts  a  floor  under  inflation,  smaller 
wage  gains  are  brightening  the  price  outlook. 

But  smaller  pay  hikes,  along  with  a  shorter  workweek, 
mean  personal  income  will  continue  to  suffer.  So,  con- 
sumers can't  boost  spending — a  requirement  for  recov- 
ery. In  fact,  consumer  buying  probably  won't  rebound 
until  the  job  markets  stabilize  and  pay  gains  pick  up. 

Weak  wage  growth  and  hiring  also  explain  why  con- 
sumers are  cutting  back  on  borrowing.  Installment  debt 
outstanding  hit  a  record  high  in  November  and  has 
fallen  in  each  month  since  then  (chart).  In  March,  such 
debt  dropped  by  $931  million.  Excluding  the  credit-con- 
trol period  of  1980,  installment  credit  hasn't  fallen  for 
four  straight  months  since  the  1958  recession. 

With  job  prospects  still  shaky,  households  will  likely 
concentrate  on  paying  off  existing  debts  rather  than 
taking  on  any  new  borrowings.  Already,  consumer  debt 
as  a  percentage  of  disposable  income  was  down  to  18.27' 
in  March,  after  rising  to  nearly  197-  in  mid-1989. 

BEHIHDTHE    The  sweep  of  recession  goes  beyond  the 
UPTICK  IN      usual  cast  of  characters,  such  as  hiring, 
BUSINESS      retail  sales,  and  car  buying.  Productivity 
EFFICIENCY     ^]gQ  suffers  in  a  downturn,  because  out- 
put drops  much  faster  than  businesses  can  cut  payrolls. 
But  efficiency  seemed  to  improve  in  the  first  quarter, 
suggesting  the  companies  responded  very  quickly  with 
pink  slips  when  demand  started  to  sag. 

Output  per  hour  worked  in  the  nonfarm  business  sec- 
tor rose  at  an  annual  rate  of  l7o  in  the  first  quarter, 
after  falling  0.77"  in  the  fourth  quarter.  The  gain  in  first- 
quarter  productivity,  combined  with  the  moderation  in 


wages  and  other  labor  costs,  caused  some  improvemen 
in  the  growth  of  unit  labor  costs.  They  rose  at  a  3/ 
annual  rate  last  quarter,  down  from  a  4.7%-  increase  ii 
the  fourth  quarter,  and  from  a  5.37-  clip  a  year  earliei 
All  of  the  first-quarter  gain  in  efficiency  seemed  to  b 
in  the  nonmanufacturing  sector,  particularly  service  in 
dustries.  Factory  productivity  fell  at  a  0.97  annual  pac 
last  quarter,  after  dropping  by  1.37-  in  the  fourth  perioc 
Unit  labor  costs  in  the  manufacturing  sector  are  up  b; 
2.77  from  a  year  ago,  a  jump  from  their  17  yearly  pad 
in  the  first  quarter  of  1990.  But  factory  productivity 
should  rebound  when  demand  recovers,  and  that  shouk 
reverse  the  upward  trend  in  unit  costs. 

An  improvement  in  labor-cos 
growth  will  be  a  tonic  for  com 
panics  struggling  with  poo 
earnings.  BUSINESS  WEEK'; 
scoreboard  of  900  corporations 
shows  that  their  combined  first 
quarter  profits  were  down  9? 
from  a  year  earlier  (page  66). 

And  based  on  the  Commerc( 
Dept.'s  initial  reading  of  th( 
economy,  BUSINESS  WEEK  esti 
mates  that  book  profits  for  the 
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entire  corporate  sector  fell  by  about  47  in  the  firs' 
quarter,  to  a  $291  billion  annual  rate.  Earnings  wen 
depressed  by  swings  in  inventories.  Operating  profits 
appear  to  have  risen  by  2.77o.  But  at  an  estimated  $296.1 
billion,  earnings  last  quarter  were  flat  from  a  year  ago 
Companies  will  need  a  recovery  to  bail  them  out  oj 
their  profit  decline.  And  workers  require  an  upward  shift 
in  demand  so  that  companies  can  start  hiring  again.  The 
question  is  when.  The  average  postwar  recession  has 
lasted  11  months — a  length  this  downturn  will  reach  ir 
June.  Right  now,  however,  this  recession  is  headed  intc 
extra  innings.  And  a  recovery's  appearance  will  probably 
be  closer  to  October  than  to  July. 


THE  WEEK  AHEAD 


CONSUMER  PRICE  INDEX 


Tuesday,  May  U,  8:30  a.  m. 
Consumer  prices  in  April  probably  in- 
creased a  mild  0.27,  according  to  econo- 
mists polled  by  McGraw-Hill  Inc.'s  MMS 
International.  In  March,  falling  fuel 
costs  caused  a  0.17  drop  in  the  overall 
CPI.  Excluding  food  and  energy,  prices 
also  likely  rose  by  0.27  last  month,  after 
increasing  0.17  in  March. 


RETAIL  SALES 


Tuesday,  May  U,  8:30  a.m. 
Retail  sales  probably  fell  by  0.2%  in 
April.  That's  suggested  by  a  large  drop 
in  new-car  buying.  Store  purchases  had 
declined  by  0.8?f  in  March.  Excluding 
cars,  retail  sales  are  expected  to  rise  by 


a  small  0.2%  in  April,  after  falling  0.8% 
in  March. 

INDUSTRIAL  PRODUCTION  

Tuesday,  May  U,  9:15  a.m. 
MMS  economists  expect  little  change  in 
output  from  the  nation's  factories, 
mines,  and  utilities  in  April.  In  March, 
production  was  off  by  0.4%'. 

CAPACITY  UTILIZATION  ^_ 

Tuesday,  May  H,  9:15  a.m. 

Operating  rates  likely  fell  to  78.57'  last 

month,  down  from  78.7%  in  March. 

BUSINESS  INVENTORIES  

Wednesday,  May  15,  10  a.m. 
Inventories  held  by  manufacturers, 
wholesalers,  and  retailers  probably  fell 


by  about  0.3%  in  March,  after  a  0.2% 
drop  in  February,  says  the  MMS  consen- 
sus. That's  suggested  by  the  already  re- 
ported 0.6%  decline  in  factory  stockpiles. 

HOUSING  STARTS  

Thursday,  May  16,  8:30  a.m. 
Housing  starts  likely  edged  up  a  bit  in' 
April,  to  an  annual  rate  of  950,000.  They 
had  plummeted  by  9.3%  in  March,  to  a 
901,000  pace,  , 

MERCHANDISE  TRADE  DEFICIT  

Friday,  May  17,  8:30  a.m. 
The  trade  gap  is  expected  to  widen 
slightly  in  March,  to  $5.71  billion,  up 
from  February's  $5.33  billion.  Exports 
and  imports,  which  both  fell  in  Febru- 
ary, probably  rebounded  in  March. 
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Mms  Ifeno  4^eeldrive 
onthesurfeoe  of  the  earth. 


How  can  we  make  such  a  claim,  you  ask?  Because, 
contrary  to  its  appearance,  the  all-new  Oldsmobile*  Bravada" 
is  not  a  4-wheel  drive  vehicle  at  all.  Allow  us  to  explain. 

Instead,  Bravada  is  intelligently  equipped  with  a 
revolutionary  road  management  system  called  Smartlrak.'" 

This  new  system  cornbines  anti-lock  brakes  with 
all-wheel  drive  to  send  power  to  the  wheels  that  need  it. 
Which  gives  you  more  control.  Regardless  of  road  or  weather 
conditions.  Better  still,  it  does  it  all  automatically  No  buttons 
to  push  or  shifters  to  shift. 

It's  loaded  with  standard  luxury  features,  too.  Like  power 
windows,  remote  locks,  AM/FM  stereo  cassette  and  air 
conditioning.  Plus  the  powerful  4.3L  Vortec  V6  engine,  over 
70  cuJ3ic  feet  of  cargo  capacity  and  the  added  security  of  the 
Oldsmobile  Edge  -the  most  comprehensive  owner  satisfac- 
tion program  in  the  industry  In  fact,  the  new  Bravada  is 
equipped  with  so  much  luxury  we  could  only  come  up  with 
four  available  options. 


And  as  far  as  Highway  mileage  goes,  the  new  Bravada 
does  a  number  on  the  competition. 

BRAVADA     FORD  EXPLORER     JEEP  CHEROKEE 


EPA  EstimateclMPG  Highway  22. 

Highway  Range  (miles)  440 . 


.  20. 
380. 


.  20. 
404. 


Highway  range  esamates  are  oboined  by  multiplying  fcPA  highway  estimates  by  the  fuel  tank  capacity  in  gallons  All 
engines  six  -c/linder  Ford  Explorer  and  leep  Cherol<ee  eduipped  with  optional  automatic  transmission 

To  find  out  more  about  one  new  vehicle  that's  engineered 
for  the  unexpected,  j'ust  stop  by  your  nearest  Olds  dealer  Or 
call  1-800-242-OLDS,  Mon-FrL,  9  a.m.  to  7  p.m.  EST,  and  test 
drive  the  new  Bravada. 

You'll  find  there's  nothing  like  it  on  Earth. 


i  Bravada 

The  New  Generation  of  Oldsmobile™ 


e 

e 
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NECK  AND  NECK 
AT  THE  NETWORKS 

SINKING  RATINGS  HAVE  THE  BIG  THREE  FIGHTING  OVER  A  SHRINKING  AD  DOLLAR 


Twenty  million  American  house- 
holds tuned  in  last  week  to  see 
J.  R.  Ewing  slither  off  into  the 
land  of  reruns.  It  was  truly  a  last  gasp: 
Most  viewers  had  stopped  watching  Dal- 
las years  ago.  Indeed,  the  CBS  series  had 
dropped  so  far  in  the  ratings  that  by  his 
356th  and  final  episode,  J.  R.  had  become 
less  pop  icon  than  hardy  relic. 

Uncharitable  sorts  might  say  the  same 
about  his  network:  CBS  Inc.  and  its  two 
chief  rivals  surely  are  past  their  prime, 
too.  But  unlike  J.  R.,  they're  still  in  busi- 
ness. When  it  comes  to  selling  ads,  CBS, 
NBC,  and  ABC  have  been  able  to  extract 
hefty  rate  increases  from  advertisers 
even  though  their  share  of  total  TV  reve- 
nues keeps  eroding  (chart). 
FOX  FACTOR.  That,  too,  is  now  history. 
The  lingering  recession  and  a  lackluster 
prime-time  season  have  robbed  the  nets 
of  their  usual  sway  over  advertisers.  As 
they  sell  ad  time  for  the  1991-92  season, 
the  networks  are  adjusting  to  a  new  re- 
ality: Where  once  they  reigned  supreme, 
they  must  now  battle  with  Fox  Broad- 
casting Co.  and  other  media  for  their  ad 
dollars.  The  early  word  on  the  market 


better  deals.  For  these  advertisers  and 
others,  the  networks'  plight  could  have  a 
long-term  impact  on  the  way  they  pro- 
mote their  products. 

A  series  of  trends  have  coalesced  to 
give  advertisers  the  upper  hand  over  the 
Big  Three  nets.  For  one  thing,  viewer- 
ship  continues  to  shrink:  In  1990,  the 
three  networks  lost  an  additional  two 
percentage  points  of  prime-time  TV  audi- 
ence. Network  share  is  now  637^,  vs.  917 
in  1979.  All  by  itself.  Fox  has  grabbed 
11%  of  the  prime-time  audience. 

Fleeing  viewers  may  be  an  old  refrain, 
but  consider  this  new  riff:  The  networks 
finished  last  season's  prime-time  ratings 
race  in  a  virtual  dead  heat.  That  means  a 
potentially  profit-nipping  dogfight  to  win 
advertisers.  Says  Peter  Lund,  executive 
vice-president  of  CBS  Broadcast  Group: 


"Parity  works  to  the  advertisers'  advai 
tage  because  there  is  no  one  network  t 
drive  pricing." 

And  there's  more:  Several  mega-a( 
vertisers,  including  Nestle  and  Gran 
Metropolitan  PLC,  recently  consolidate 
their  media  buying  at  one  ad  agencj 
McCann-Erickson  Worldwide  will  plac 
$250  million  to  $300  million  worth  of  a( 
vertising  for  Nestle.  The  upshot,  say  mc 
dia  buyers  and  network  executives, 
that  these  agencies  will  have  unprec( 
dented  clout  in  negotiating  rates. 

Add  it  all  up,  and  CBS,  NBC,  and  AB 
must  race  uphill  just  to  win  as  muc 
business  as  they  got  last  year.  The  ne 
works  count  on  advance  ad  sales  fc 
much  of  their  revenue.  Last  year,  the 
raked  in  $3.8  billion,  or  757  of  their  tots 
prime-time  ad  revenue,  in  the  so-calle 


LOSING  GROUND  IN 
THE  RATINGS  RACE 


NBC's  AVERAGE  PRi 
RATING  AND  SHAR 
DEMOGRAPHICG 


for  next  season's  ad  time 
"a  looming  disaster 
for   the  networks," 
says  top  media  buyer 
Gene  DeWitt. 

The    president    of  n 
DeWitt  Media  recently 
canvassed  75  companies  ^ 
about   their  spending 
plans.   He  found  that 
more  than  607  will  spend 
the  same  or  less  than 
they  did  last  year.  Only 
47  plan  to  spend  more. 
Several  other  media  buy- 
ers say  Chrysler  Corp.  and 
Apple  Computer  Inc.  may 
skip  the  buying  season  alto- 
gether. Both  companies  say 
it's  too  soon  to  tell.  By  buy- 
ing ad  time  piecemeal  once 
the  season  gets  under  way, 
they  may  be  aiming  to  get 


It's 
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p-front  buying  season,  which  extends 
irough  June.  Fox,  which  expanded  to 
've  nights  of  programming  last  fail, 
nared  roughly  $500  million.  This  year's 
p-front  market  could  earn  the  four  net- 
'orks  $200  million  to  $400  million  less, 
ccording  to  several  media  buyers. 

These  demons  are  conspiring  at  an  es- 
ecially  bad  time.  The  recession  and  the 
ulf  war  have  already  hanmiered  prof- 
,s.  First-quarter  earnings  at  CBS  and 
Capital  Cities/ABC  Inc.  plunged  137'-'  and 
5'/',  respectively.  CBS,  whose  Chairman 
-aurence  A.  Tisch  now  admits  that  he 
aid  too  much  for  his  $1.06  billion,  four- 
ear  contract  with  Major  League  base- 
all,  says  its  TV  network  will  lose  money 
or  the  entire  year.  ABC  and  NBC  will  eke 
ut  a  profit.  Still,  NBC  Inc.  says  the  war 
lone  cost  $55  million — half  in  news 
osts  and  half  in  lost  ad  revenue. 
CRAMBLING.  All  this  is  a  far  cry  from  a 
ear  ago.  Last  May,  the  networks  irked 
dvertisers  by  aimndoning  the  practice 
f  tying  ad  rates  to  A.  C.  Nielsen  Co.'s 
leasures  of  viewership.  Advertisers 
harged  that  the  networks  were  gouging 
hem  and  threatened  to  spend  their  mon- 
y  elsewhere.  But  when  push  came  to 
hove,  they  coughed  up  a  record  $4.25 
illion  in  up-front  revenue.  NBC  and  CBS 
ave  since  reinstated  the  Nielsen  guar- 
ntees,  and  ABC  is  expected  to  adhere  to 
hem  as  well. 

But  advertisers  who  spent  big  last 
ear  now  are  retrenching.  General  Mo- 
ors Corp.,  hooked  on  such  standby  hits 
as  The  Cosby  Show 


and  Cheers,  in  1990  signed 
a  $500  million,  multiyear 
deal  with  nbc.  Rival  net- 
work executives  say  the 
auto  giant  is  asking  NBC 
to  lower  its  rates  because 
of  its  weakening  ratings. 
GM  won't  comment,  but 
NBC  acknowledges  that 
it  may  have  to  renegoti- 
ate the  deal. 

Media  buyers  arc 
also  chary  of  NBC's 
once  golden  program- 
ming record:  Only 
two  of  the  nine 
shows  it  introduced 
last  September  are 
still  on  the  air.  Pro- 
gramming guru 
Brandon  Tartikoff's  depar 
ture  to  run  Paramount  Pictures  has  only 
deepened  those  concerns.  ABC's  pro- 
gramming record  is  not  much  better — 
four  new  shows,  one  survivor — but  it 
now  has  the  most  youthful  demograph- 
ics of  the  three.  And  hopes  are  high  for 
ABC's  Dinosaurs,  a  program  designed  to 
appeal  to  younger  viewers.  CBS,  while 
still  last  in  the  ratings,  stands  to  fare 
the  best  in  negotiating  ad  rates,  since  it 
was  the  only  one  to  boost  its  audience. 
All  three  networks  will  announce  their 
new  prime-time  programming  schedules 
at  the  end  of  May. 

Meantime,  the  networks  are  scram- 
bling to  stay  competitive  in  other  ways. 
CBS's  Lund  says  he  is  more  willing  to 
sell  advertisers  packages  that  in- 
clude several  sports  events, 
.i         They're  also  fashioning  long- 
term  deals  and  tie-ins  such  as  the 
CBS  joint  promotion  with  K  mart 
Corp.  Says  Lund:  "Adver- 


tisers  used  to  deal 
with  three  pretty 
arrogant  characters. 
We're  becoming  more 
responsive." 
Tough  times  also  are 
prompting  advertisers  to 
experiment  with  other, 
cheaper  media.  If  these 
tests  prove  effective,  the 
networks  could  be  left  out 
even  after  marketing  bud- 
gets start  growing  again. 
GM,  for  example,  recently 
signed  a  deal  with  Turner 
Broadcasting  System  Inc.  to 
place  commercials  on  TV  mon- 
itors in  airport  waiting 
lounges.  If  the  ads  work,  the 
carmaker  will  spend  more  mon- 
ey from  its  network  budget  on 
them,  according  to  Philip  Guarascio, 
GM's  executive  director  of  advertising 
services.  He  worries  that  declining  reve- 
nues could  jeopardize  the  networks: 
"Less  revenue  leads  to  worse  program- 
ming, which  leads  to  loss  of  audience, 
which  leads  to  less  revenue.  You  wonder 
where  the  cycle  ends." 

For  some  network  veterans,  it  ends 
with  a  tactical  retreat.  Jerry  Dominus 
last  month  resigned  from  CBS  after  25 
years  as  its  top  ad  salesman.  Now,  as 
a  senior  vice-president  at  J.  Walter 
Thom.pson,  he's  buying  network  ads  for 
clients  such  as  Unilever  and  Eastman 
Kodak.  Explains  Dominus:  "My  daugh- 
ter talks  about  the  four  networks  in  a 
way  that  tells  me  she  never  knew  there 
used  to  be  only  three."  Advertisers  are 
fast  forgetting  those  days,  too. 

By  Mark  Landler  in 
New  York 
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TAXES  I 


PLAYING  PIN  THE  TAX  POLICY 
ON  THE  DONKEY 


The  Democrats  are  bumping  into  each  other  trying  to  set  a  tax  agenda 


emocrats  are  finding  that  devel- 
oping a  coherent  tax  poHcy  is  a 
bit  like  their  pursuit  of  the  Presi- 
dency. They  know  where  they  want  to 
go;  they  just  don't  know  how  to  get 
there. 

The  latest  example  of  this  casting 
about  is  a  proposal,  offered  on  May  6  by 
a  group  of  Democrats,  to  shift  billions  of 
dollars  in  taxes  from  working-class  fam- 
ilies to  the  rich.  Democratic  strategists 
sense  that  President  Bush  may  be  vul- 
nerable on  two  pocketbook  issues — the 
recession  and  "tax  fairness."  Bush's 
own  tax  agenda  consists  of  little  beyond 
another  stab  at  reducing  the  levy  on  cap- 
ital gains.  Democrats  figure  if  they  can 
put  together  a  policy  that  they  can  sell 
both  as  a  spur  to  long-term  economic 
growth  and  as  a  break  for  working  peo- 
ple, they'd  finally  have  an  issue  they 
could  ride  to  the  White  House. 

Easier  said  than  done.  There  are  near- 
ly as  many  tax  programs  as  Democrats. 
There's  the  soak-the-rich  crowd.  Another 
group  wants  to  raise  gasoline  taxes  but 
can't  agree  on  what  to  do  with  the  mon- 
ey. A  third  bunch  favors  broad 
new  tax  incentives  for  savings. 
Finally,  there's  a  group  of 
back-benchers  whose  primary 
interest  is  extending  tax  breaks 
for  research,  employer-paid 
education  expenses,  and  low-in- 
come housing — all  of  which  are 
due  to  expire  this  year.  "The 
leadership  is  being  pulled  in  a 
lot  of  different  ways,"  says  one 
House  Democratic  aide. 
CASH  BACK.  Party  leaders  so 
far  seem  content  to  let  100 
flowers  bloom.  The  most  dra- 
matic offering  to  date  was 
cooked  up  by  Representatives 
Thomas  Downey  (D-N.  Y.)  and 
David  Obey  (D-Wis.)  and  Sena- 
tor Albert  Gore  (D-Tenn.),  a 
likely  Presidential  contender. 
They  would  convert,  for  chil- 
dren under  18,  the  $2,300  per- 
sonal exemption  to  an  $800 
credit,  payable  in  cash  to  fam- 
ilies with  too  little  income  to 
owe  taxes.  A  family  of  four, 
earning  $40,000,  would  enjoy  a 
$910  tax  cut  under  the  plan. 

The  lawmakers  would  pay 
for  the  $20  billion  in  new 


breaks  by  raising  the  top  tax  rate  on 
adjusted  gross  income  of  more  than 
$130,000  from  31%'  to  35%,  and  by  impos- 
ing an  11%  surcharge  on  income  above 
$250,000.  The  goal  is  simple:  Dole  out 
goodies  to  traditional  Democratic  con- 
stituencies while  hammering  Bush  for 
favoring  the  rich.  "The  Reagan  party  is 
over,"  says  Downey,  who  says  his  bill 
gives  "tax  relief  to  those  who  need  it 
most — working  families  with  children." 

Publicly,  leaders  are  full  of  praise. 
Representative  Richard  A.  Gephardt  (D- 
Mo.)  and  Senate  Majority  Leader  George 
J.  Mitchell  (D-Me.)  endorsed  the  outlines 
of  the  plan.  House  Speaker  Thomas  S. 
Foley  (D-Wash.)  called  it  "interesting." 
But  Democrats  last  month  passed  up  an 
opportunity  to  provide  middle-class  tax 
relief  when  the  Senate,  reluctant  to  take 
on  Bush,  crushed  Senator  Daniel  P. 
Moynihan's  (D-N.  Y.)  scheme  to  cut  So- 
cial Security  payroll  taxes.  Privately,  the 
Downey-Gore  plan  has  raised  many  of 
the  same  doubts.  Says  a  top  Democratic 
aide:  "This  thing  is  99  and  44/lOOths 
politics.  It's  not  going  anywhere." 


Senator  Albert  Gore  backs  a  bill 
characterized  as  'giving  tax  relief  to 
those  who  need  it  most — working 
families  with  children'     .  \ 


Senate  Finance  Committee  Chairma 
Lloyd  Bentsen  (D-Tex.)  has  anotht 
agenda — restoring  and  expanding  ta 
breaks  for  individual  retirement  ai 
counts.  While  Gore  and  Downey  aim  ; 
working-class  families,  Bentsen  is  offe 
ing  tax  breaks  for  the  solidly  middl( 
class  voters  who  can  think  about  savinj 
Bentsen  won't  say  how  he  would  pa 
for  the  new  iRAs,  wiiich  would  cost  nea 
ly  $26  billion  over  five  years.  In  par 
that  reflects  normal  caution,  but  it  als 
shows  how  Democrats  are  still  spooke 
by  the  "read  my  lips"  antitax  rhetoric  ( 
the  1988  Presidential  campaign.  "Hai 
the  Democratic  brain  is  still  cowed  b 
the  'no  new  tax'  pledge,"  says  a  part 
tax  strategist.  "'The  other  lobe  sayj 
'This  is  bull.  We  have  to  take  Bush  on.' 

Bentsen's  House  counterpart.  Ways  I 
Means  Committee  Chairman  Dan  Ro.^ 
tenkowski  (D-Ill.),  has  yet  another  vie\ 
of  things.  Rosty  doesn't  really  want  an 
tax  bill  this  year.  But  he  may  be  the  onl 
Washington  politician  still  talking  public 
ly  about  the  need  for  more  deficit  redu( 
tion.  He'd  do  it  by  raising  the  gas  tax. 
'GOOFIER  THAN  HELL.'  Talk  of  such  a  ta 
hike  is  already  floating  around  Washing 
ton.  Foley  and  House  Public  Work 
Committee  Chairman  Robert  A.  Roe  (E 
N.  J.)  would  like  to  see  an  increase  of 
nickel  a  gallon,  to  24$,  to  help  pay  for 
big  new  highway  bill.  Rostenkowsk 
who  thinks  an  additional  levy  woul 
spur  energy  conservation,  says  he'' 
back  such  an  increase,  but  only  if  accon: 
panied  by  an  additional  5$  tha 
would  knock  about  $5  billion 
year  off  the  deficit.  But  mos 
other  Hill  Democrats,  stil 
burned  out  from  last  year' 
marathon  budget  battle,  aren' 
willing  to  reopen  the  deficit  d€ 
bate.  A  Senate  Democrati 
staffer  says  the  chairman's  pc 
sition  is  "goofier  than  hell." 

Rostenkowski  aside,  mos 
Democrats  want  to  cut  some 
body's  taxes.  But  last  year' 
budget  agreement  forces  then 
to  raise  other  taxes  to  pay  fo: 
the  largesse.  That's  what  ha; 
them  traumatized. 

This  confusion  isn't  entire!; 
bad.  The  good  news  is  tha 
Democrats  are  snapping  out  o 
their  fiscal-policy  funk  and  try 
ing  to  develop  a  tax  plank  fo 
the  1992  campaign.  The  ba( 
news  is  that  their  initial  foray; 
have  GOP  strategists  looking 
forward  to  a  new  assault  oi 
those  "tax-and-spend"  Demo 
crats.  It's  enough  to  do  a  Presi 
dent's  heart  good. 

By  Howard  Gleckman  it 
Washiyigton 
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AH  'TECHIE  BONDING'  OVERCOME 
(AD  BIOOD? 


^ith  the  AT&T-NCR  deal  done,  the  partners  swear  they'll  get  along 


ralk  about  turning  on  a  dime.  For 
most  of  five  montlis,  NCR  Chair- 
man Charles  E.  Exley  Jr.  threw  his 
■st  energies  into  resisting  American 
ilephone  &  Telegraph  Co.'s  attempt  to 
ke  over  NCR,  blasting  AT&T's  "failed 
rategy"  in  computers.  But  when,  on 
ay  6,  a  takeover  deal  was  struck,  Ex- 
y  was  the  soul  of  cooperation.  Grin- 
ng  and  clasping  hands  with  AT&T 
lairman  Robert  E.  Allen  at  a  New 
ark  news  conference,  Exley  said  his 


AT&T  is  convinced  that  there  really  is 
profit  in  uniting  computers  and  commu- 
nications under  one  roof.  Most  analyses 
of  the  AT&T-NCR  deal,  pro  and  con  alike, 
have  treated  that  question  vaguely.  By 
inviting  Exley  to  Morristown,  AT&T  is  be- 
ginning to  try  to  turn  its  theories  of 
synergy  into  reality. 

Some  of  the  products  that  the  compa- 
nies could  jointly  develop  are  easy  bets: 
They're  already  working  separately  on 
putting  video  cameras  on  automated  tell- 


and  NCR  aren't  the  only  companies  ex- 
ploring them.  But  by  joining  forces  and 
recruiting  customers  such  as  banks, 
they  might  be  able  to  stimulate  more 
public  acceptance  of  the  systems.  And 
smart  cards  and  smart  phones  could 
stimulate  use  of  NCR  computers  and 
AT&T  long-distance  service. 

The  two  companies  will  need  open 
communication  to  work  on  such  long- 
term  projects.  But  they  may  have  trou- 
ble hearing  each  other  after  the  din  of 
the  takeover  battle.  Allen  has  probably 
soothed  many  at  NCR  with  his  promise 
that  any  job  cuts  from  consolidation  will 
come  from  AT&T's  ranks.  Another  sweet- 
ener: Exley's  successor  as  chief  execu- 
tive, 54-year-old  Gilbert  P.  Williamson, 
will  report  directly  to  Allen  and  sit  on 
AT&T's  board.  Lee  W.  Hoevel,  NCR's  vice- 
president  for  technology  and  develop- 
ment, says  he  hopes  to  promote  "techie 


HOW  AT&T  AND  NCR 
COUIP  GET  IT  TOGETHER 

AT&T  may  study  these  high-tech  marriages 
ENHANCED  TELLER  MACHINES  AT&T 
could  add  video  connections  to  NCR's 
cash  machines  so  that  bank  customers 
could  communicate  with  distant  tellers 

COMPUTERS  THAT  HEAR'  AT&T's  voice 
technology  could  help  NCR  computers  un- 
derstand limited  speech 

SMART  CARDS  NCR  could  help  develop 
these  credit-card-size  devices,  which  store 
personal  data 

SMART  PHONES  NCR  could  work  with 
AT&T  to  develop  and  promote  smart 
phones,  due  out  soon,  with  display  screens 
for  home  shopping  and  banking 

DATA:  AT&T,  NCR,  BW 


ALLEN,  EXLEY,  AND  WILLIAMSON:  GRINS  ALL  AROUND  AT  THE  MERGER  CEREMONY 


■iticisms  of  AT&T  had  mysteriously  fad- 
i  from  memory,  and  he  vowed  to  work 
)  make  the  merger  succeed.  Backing 
is  words,  he  spent  IOV2  hours  the  next 
ay  in  Morristown,  N.  J.,  touring  AT&T's 
omputer  Systems  unit. 

Allen  can  only  hope  that  Exley  will 
5rve  as  the  bellwether  for  all  of  NCR. 
T&T's  acquisition  of  NCR  for  $7.4  billion 
1  stock — $110  a  share — will  work  only 
'ith  goodwill  on  both  sides.  And  al- 
lough  Exley  will  retire  when  the  merg- 
r  is  final,  his  statement  that  "all  of  us 
ave  a  stake  in  the  success  of  this  new 
aterprise"  should  help  make  AT&T  wel- 
3me  back  at  NCR's  Dayton  (Ohio)  head- 
uarters,  where  Exley  is  widely  respect- 
d.  That,  in  turn,  should  help  AT&T 
chieve  those  synergies  between  com- 
uters  and  communications  that  are 
lore  often  promised  than  delivered. 

AT&T  doesn't  have  to  achieve  those 
ynergies  right  away.  In  fact,  trying  too 
ard  for  them  could  spoil  the  deal.  Still, 


er  machines  so  that  customers  can  com- 
municate face-to-face  with  a  distant  tell- 
er or  loan  officer  (table).  AT&T  speech- 
recognition  chips  are  another  natural  for 
NCR  computers  and  other  gear. 
SLOW  MOVERS.  Less  obvious,  but  poten- 
tially more  lucrative,  is  how  the  compa- 
nies could  cooperate  on  the  coming  gen- 
eration of  smart  cards  and  smart  phones 
and  the  computer  networks  they  commu- 
nicate with.  Imagine  buying  an  airline 
ticket  by  smart  card,  a  credit-card-sized 
device  loaded  with  personalized  informa- 
tion. You  put  the  AT&T  card  in  the  NCR 
ATM  and  order  a  ticket.  The  airline  reads 
the  card  to  make  sure  your  credit  is 
good.  If  it  is,  it  "writes"  the  ticket  onto 
your  card.  At  the  airport,  you  present 
your  card  instead  of  a  paper  ticket.  If  it 
chooses,  the  airline  can  load  your  card 
with  other  information,  too,  down  to 
whether  there's  a  meal  on  your  flight. 

Such  electronic  transaction  systems 
have  been  slow  to  catch  on,  and  AT&T 


bonding"  between  his  people  and  their 
counterparts  at  Bell  Laboratories. 

If  anything,  there  seems  to  be  more 
trepidation  about  the  merger  at  AT&T 
than  at  NCR.  After  the  merger  announce- 
ment, a  chin-up  spirit  prevailed  at  AT&T 
Computer  Systems.  Still,  employees  of 
the  money-losing  unit  were  wondering 
whether  to  go  ahead  with  a  June  news 
conference  on  a  particular  new  product 
or  slip  it  into  the  market  unannounced, 
since  the  companies  haven't  yet  coordi- 
nated strategies. 

Days  before  the  deal  was  struck,  NCR 
headquarters  employees  stripped  anti- 
AT&T  cartoons  from  their  walls  in  prepa- 
ration for  visits  from  soon-to-be  col- 
leagues. One  trashed  cartoon  showed  an 
AT&T  frog  zapping  an  NCR  butterfly.  If 
Bob  Allen  is  to  make  this  merger  work, 
he  has  to  hope  that  sort  of  sentiment 
becomes  suddenly  obsolete  in  Dayton. 

By  Peter  Coy  in  New  York,  with  bureau 
reports 
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COMPANIES! 


BLOCKBUSTER'S 
GRAINY  PICTURE 


Franchisees  ai"e  restless,  and  the 
video-rental  market  is  maturing 


Ei 


ver  since  1987,  when  H.  Wayne 
Huizenga,  former  vice-chairman  of 
Waste  Management  Inc.,  plunged 
into  the  video-rental  business,  naysayers 
have  warned  that  his  new  outfit.  Block- 
buster Entertainment  Corp.,  was  riding 
for  a  fall.  Yet  the  Fort  Lauderdale  (Fla.) 
company  has — if  it's  possible — increased 
its  frenetic  pace.  It  opens  a  Blockbuster 
store  every  17  hours,  and  its  stock  regu- 
larly bounces  back  from  occasional  dips. 

Now,  the  bad  news  bears  have  some- 
thing new  to  chew  on.  Signs  abound  that 
the  video-rental  business  is  slowing 
down.  And  on  May  3,  Cox  Enterprises 
Inc.  admitted  it  intends  to  sell  all  82  of 
its  Blockbuster  stores — dramatically  re- 
versing an  aggressive  expansion  strate- 
gy. Predictably,  short-sellers  and  critics 
gloated  that  Blockbuster  was  finally  fall- 
ing to  earth.  On  the  heels  of  a  disap- 
pointing first  quarter,  the  stock  tumbled 


I'/o  in  two  days,  to  9%,  some  30'X  below 
its  price  just  two  .months  ago. 

Cox's  sudden  turnabout,  though,  has 
more  to  do  with  poor  communications 
than  with  the  maturing  of  the  video 
business.  It  is  a 
sign  that  Blockbuster 
needs  to  brush  up  its 
relations  with  franchi- 
sees, who  own  more 
than  half  the  compa- 
ny's 1,633  outlets.  And 
as  the  video-rental 
market  tops  out. 
Blockbuster  is  going 
to  have  to  work  hard- 
er to  maintain  its 
edge. 

DEAF  EAR?  Officially, 
Cox  says  that 
it  decided  to 
leave  the  video-  ^ 
rental  business 
to  focus  on  its  M 
core  businesses: 

newspapers,  cable  television,  and  auto 
auctions.  Already  the  owner  of  the  larg- 
est U.  S.  auto  auction  company.  Cox  re- 
cently bought  an  807^  stake  in  General 
Electric  Capital  Corp.'s  auction  business, 
the  No.  2  player. 

Cox  started  to  get  cold  feet  about  the 
video-rental  market  six  weeks  ago,  says 


BLOCKBUSTER'S 
SLOWING  GROWTH 


Per-store  operating  results* 


Averaoe 
monrtiTy 
revenues 

Percent 
dwnge  from 
prior  year 

Number 

of 
stores 

1987 

$44,939 

m 

68 

1988 

60,838 

35.3% 

134 

1989 

65,984 

8.4  1 

JEM 

1990 

-COMPANYO 

70,916 

mm  5T0RES  OH 

a  Cox  spokesman.  It  notified  Blockbit- 
er  that  it  wanted  to  sell  or  swap  26  iif  s, 
stores  in  Syracuse,  N.  Y.,  Rochestr, 
N.  Y.,  and  Philadelphia.  Cox  thoughtit 
had  a  reasonable  case:  Blockbuster  n 
December  had  agrtd 
to  buy  Erol's  Inc.,  1« 
nation's  No.  3  vido 
retailer,  which  has 
stores  in  the  Phi]a( 
phia  market.  Cox  ;i- 
proached  Blockbusir 
in  mid-March  aboufi 
buyback.  "We  could t 
get  their  atteiitini 
says  a  Cox  executr . 
On  Apr.  30,  Co>5 
board  decided  to  si 
all  its  stores  insteac 

Huizenga  says  tht 
Blockbuster  was  w- 
ing  to  buy  back  t? 
stores — it  was  justa 
matter  of  price.  Cl  - 
ing  it   "a  friend- 
disagreement 
Huizenga  sa 
Blockbuster  may  still  buy  some  of  Co>5 
stores.  "I  don't  care  what  the  stock  do 
or  the  newspapers  say,  we  have  to  ma 
a  business  decision,"  he  says.  "Yes,  tl 
shaved  a  point  off  our  stock,  but  o 
attitude  is  that  it  will  come  back.  If  \ 


FOR  JAMES  E.  STEWART, 
IT  WAS  A  WONDERFUL  LIFE 


This  volume  has  it  all.  Glamour:  a 
CEO  jet-setting  with  Elizabeth 
Taylor.  Mystery:  missing  files  and 
tales  of  document  destruction.  Exotic 
travel:  a  $50,000  two-week  jaunt  to  the 
Far  East. 

A  torrid  potboiler?  No,  it's  the  just- 
completed  inquiry  into  the  expense  ac- 
count of  Lone  Star  Industries  Inc.'s 
former  chairman,  James  E.  Stewart. 
The  report,  which  also  looks  into  ex- 
penses charged  to  the  Stamford 
{Conn.)-based  company  by 
five  current  or  former  execu- 
tives and  directors,  claims 
Stewart  charged  Lone  Star 
almost  $1.1  million  for  "pure- 
ly personal  expenditures." 

Stewart's  controversial  ex- 
penses first  came  to  light  in  a 
BUSINESS  WEEK  story  (BW — 
Nov.  5).  The  revelations  led  to 
Stewart's  stepping  down 
from  his  posts  at  the  compa- 
ny in  January.  Neither  Stew- 
art nor  his  lawyer  answered 
BUSINESS  week's  pleas  for  an 


interview.  But  when  asked  in  March 
about  the  expenses,  Stewart  told 
BUSINESS  WEEK:  "That's  all  dead  hash." 

Not  to  shareholders  of  the  cement 
supplier,  which  now  is  mired  in  bank- 
ruptcy court,  where  the  report  was 
filed.  Stewart's  successor,  David  W. 
Wallace,  ordered  the  probe  after  inves- 
tors threatened  to  sue.  Conducted  by 
the  New  York  law  firm  Cahill,  Gordon 
&  Reindel,  the  inquiry  focused  on  Stew- 
art, former  director  Sheldon  Kaplan, 
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Lone  Star  President  William  M.  t 
man,  current  director  Rex  D.  r 
and  former  executives  Carmine  J 
atore  and  Robert  W.  Hutton.  T; 
port  exonerates  Troutman,  t 
claims  the  rest  charged  a  tol 
$343,749  in  purely  personal  expen 
the  company  between  1985  and 
"It's  all  absolute  utter  nonsense,' 
Muratore,  the  only  one  tarred  1: 
report  who  was  willing  to  commi 
ODD  CHORD.  Where  did  it  all  go? 
art  flew  Liz  on  Lone  Star's  jet  to 
Springs,  Calif.,  and  to  the  Cari 
with  golfer  Raymond  Floyd.  (N 
Taylor  nor  Floyd  could  be  reacht 
comment.)  The  report  says  Lone 
paid  about  $135,000  to  the  late 
Eberhard  for  "consultin, 
vices."  The  service?  PI 
the  piano.  It  also  says 
Star  paid  about  $42,000 
$60,000  tab  for  a  weddii 
ception  for  Stewart's  d 
ter  held  at  the  Hotel  R 
Paris. 

The  report  alleges  as 
that  Stewart  covered  ui 
expenses.  It  says  he  or* 
his  secretary,  who  declir} 
comment,  to  destroy  '• 
ments.  Investigators 
found  statements  from  I 


PUTTING  ON  THE  RITZ:  LONE  STAR  HELPED  PAY  FOR  A  PARIS  RECEPTION 


r 


ake  bad  business  decisions,  it  may 
)t."  Moreover,  he  points  out,  whether 
s  Cox  or  another  operator  that  owns 
e  stores,  "we're  still  going  to  collect 
ir  royalties." 

NN  SYNDROME.'  Other  franchisees  find 
;at  attitude  hard  to  take.  Some  com- 
ain  about  poor  communications  with 
le  home  office.  "McDonald's  has  a  poli- 
r  of  calling  back  franchisees  in  24 
)urs.  I'm  lucky  if  it's  24  days,"  says 
le.  Replies  Huizenga:  "I  think  we  do  a 
ood  job,  and  there  are  franchisees  who 
link  we  could  do  better." 
Perhaps  an  even  greater  worry  is  that 
ivenue  growth  is  far  below  earlier  dou- 
le-digit  rates  (table).  In  the  first 
I  uarter,  average  store  revenues  were 
p  only  37',  which  Huizenga  blames  on 
CNN  syndrome" — the  impact  of  the  gulf 
'ar  on  viewing  habits.  But  growth  rates 
1  videocassette  rentals  are  also  slip- 
ing,  according  to  consultants  Alexander 
I  Associates  Inc.  That's  a  big  reason 
fhy  Blockbuster  is  expanding  overseas. 
The  business  matured  real  fast,"  says 
ules  Gardner,  vice-president  of  West 
'oast  Video  Enterprises,  the  No.  2  chain, 
v'ith  525  stores.  "It's  still  a  great  busi- 
less,  but  we  have  to  work  for  our  mon- 
ly."  In  such  a  perilous  marketplace, 
blockbuster  doesn't  need  squabbling  in 
.he  family. 

By  Gail  DeGeorge  in  Fort  Lauderdale, 
oith  Walecia  Konrad  in  Atlanta 


personal  brokerage  account  at  Salo- 
Brothers  Inc.  that  showed  deep  trou- 
in  his  margin  account.  The  report 
i  that  the  statements  are  dated  near 
time  that  Stewart,  who  earned 
,995  in  1990,  engaged  Salomon  on 
I  Stiir's  behalf  at  a  fee  of  $1  million, 
ilomon  spokeswoman  says  she  has 
idea"  about  any  tie  between  Stew- 
account  and  the  firm's  Lone  Star 
:,  and  the  report  says  that  Kaplan 
id  any  connection. 

areholders  will  not  be  amused. 
■'11  use  the  report,  says  lawyer  Mel- 
I.  Weiss,  to  show  that  Stewart  and 
rs  at  Lone  Star  played  "fast  and 
!  with  company  moneys."  Says  anoth- 
,wyer  for  shareholders,  Myron  Trep- 
"You've  got  to  scratch  your  head  and 
'Who  was  watching  the  store?'  " 
allace  explains  that  the  board  was 
vare  of  most  of  the  abuses  but  now 
investigated  them  all.  "No  one  has 
ped  our  net,"  he  says.  Yet  Cross,  who 
report  says  owes  the  company 
i82,  remains  on  the  board.  Wallace 
sure  if  Lone  Star  will  try  to  recover 
iough.  Right  now,  he  says,  his  focus 
I  fixing  the  company  and  bringing  it 
essfully  through  Chapter  11.  "The 
^art  thing  is  titillating,"  he  says.  "It's 
leshow."  But  what  a  sideshow. 

By  Lisa  Driscoll  in  Connecticut 


POLITICS  I 


THAT'S  HIS  HONOR, 
NOT  HIZZONER 


Chicago's  Richard  Daley  is  emerging  as  a  pol  apart  from  his  father 


In  Chicago,  pothole  politics  has  al- 
ways ruled:  Politicians  who  fix  the 
potholes  win  reelection.  But  Richard 
M.  Daley  is  moving  far  beyond  street 
repair  as  he  steamrolls  into  his  first  full 
term  as  mayor.  With  economic  turmoil 
and  racial  strife  consuming  his  peers  in 
New  York  and  Los  Angeles,  Daley  is 
emerging  as  a  new-style  city  boss,  mak- 
ing big  plans  on  a  small  budget.  And 
now,  Daley  is  seeking  a  new  national 
presence  much  as  another  Chicago  may- 
or, Richard  J.  Daley,  did 
in  his  time. 

Certainly,  Richard  II 
is  tending  to  the  pothole 
issues:  A  new  airport, 
convention  center  ex- 
pansion, school  reform, 
law  enforcement,  and 
improved  transit  sit 
atop  his  agenda.  But  in 
his  May  6  inaugural 
speech  at  Chicago's 
Navy  Pier,  itself  under- 
going a  $150  million 
reconstruction,  Daley 
staked  out  controversial 
new  policy  positions 
with  national  implica- 
tions: He  called  for  a 
ban  on  handguns  in  the 
city  and  announced  the 
possibility  of  a  public  school  voucher 
system  "if  we  can't  break  the  strangle- 
hold of  bureaucracy  and  politics." 
What's  more,  he's  pushing  for  a  shrink- 
age of  Chicago's  police  bureaucracy,  a 
veritable  shrine  to  patronage. 
POLITICAL  HEAT.  That's  quite  a  turn- 
around for  a  man  once  dismissed  as  a 
hack.  Now,  no  one  takes  him  lightly.  He 
won  307f  of  the  black  vote  in  April's 
election,  which  featured  a  popular  black 
candidate  running  under  the  banner  of 
the  Harold  Washington  Party,  named 
for  Chicago's  first  black  mayor.  "People 
looked  beyond  the  narrow  confines  of 
race  to  look  at  who  could  pull  the  town 
together,  and  enough  of  the  resources 
together,  to  make  a  difference,"  said 
Leon  D.  Finney  Jr.,  a  black  who  opposed 
Daley's  father  but  backs  the  son. 

Daley  won  despite  taking  some  contro- 
versial stands.  He  took  heat  for  his  plan 
to  displace  9,000  families  with  a  new 
$4.9  billion  airport  on  Chicago's  south- 
east side.  The  tradeoff:  The  project 
could  create  as  many  as  200,000  jobs. 
He  won't  give  city  backing  to  a  domed 


DALEY:  ON  THE  VERGE  OF 
ACQUIRING  NATIONAL  STATURE 


stadium  for  the  Chicago  Bears  unless 
the  dome  pays  its  way  by  attracting  con- 
vention business.  In  his  first  year,  he 
eliminated  a  $120  million  budgetary 
shortfall,  and  he's  promising  to  shrink 
city  government. 

It's  nothing  like  his  father's  payroll- 
padding  style.  But  Daley  is  facing  chal- 
lenges that  would  test  even  his  old  man: 
42  city  unions  will  want  higher  pay  and 
better  health  benefits  when  their  four- 
year  contract  expires  Dec.  31.  The  city 
may  have  to  reopen  a 
three-year  teachers' 
contract  because  of 
budgetary  shortfalls 
that  could  force  the  clo- 
sure of  up  to  30  schools. 
Meanwhile,  the  city 
must  absorb  the  loss  of 
more  than  $200  million 
from  state  sources. 

Apparently  unfazed, 
Daley  continues  to  push 
ahead  with  ambitious 
building  plans.  That  has 
won  him  support  from 
the  city's  unions,  de- 
spite their  unhappiness 
over  privatization.  But 
some  black  political 
leaders  charge  that  Da- 
ley, like  his  father,  is  a 
captive  of  business.  "He  pays  attention 
to  the  special  interests  who  can  see  no 
farther  than  the  Loop,  while  the  rest  of 
the  city  sinks,"  says  Jim  Hutchinson, 
vice-chairman  of  the  Harold  Washington 
Party.  And  other  critics  claim  that  priva- 
tization is  just  patronage  tarted  up  as 
free-market  ideology. 

Despite  the  heavy  workload,  Daley 
seems  intent  on  carving  a  national  repu- 
tation by  speaking  out  on  issues  like  gun 
control,  privatization,  and  parental 
choice  of  schools.  "These  issues  are  be- 
yond any  city  limit,"  says  Daley. 

Juggling  the  city's  business  while 
reaching  for  national  exposure  would 
test  the  most  seasoned  politician.  But 
Daley  has  surprised  naysayers  before. 
"He  has  achieved  a  measure  of  success 
in  his  two  years  that  is  eluding  some  of 
his  more  senior  colleagues  in  other  big 
cities,"  says  James  R.  Thompson,  the 
former  Republican  governor  of  Illinois. 
The  time  may  come  when  he  will  wield 
the  kind  of  clout  that  would  impress 
even  his  pop. 

By  David  Greising  in  Chicago 
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EXECUTIVE  PAY  I 


MORE  INSTANT  CASH 
THAN  A  lOTTERY 


Under  CD's  plan,  nicUiagers  get  a  windfall — and  shareholders  get  ulcers 


At  the  urging  of  management, 
General  Dynamics  Corj).  share- 
holders in  early  May  adopted  a 
compensation  plan  that  ties  huge  cash 
bonuses  for  the  defense  contractor's  top 
25  managers  to  increases  in  its  de- 
pressed share  price.  "It  will  be  produc- 
tive only  if  the  course  charted  for  the 
Corporation  by  their  decisions,  judg- 
ments, and  actions  produces  the  intend- 
ed objective  of  increased  shareholder 
value,"  management  assured  sharehold- 
ers in  its  proxy  statement. 


be  interviewed  about  compensation.  Di- 
rector Elliot  H.  Stein,  chairman  emeritus 
of  Stifel  Financial  Corp.  and  chairman  of 
the  board's  compensation  committee, 
didn't  return  phone  calls  about  the  plan. 
But  CD's  proxy  statement  says  the  plan 
makes  "employees'  interests  more 
aligned  to  those  of  shareholders,  and  [re- 
wards] them  accordingly  for  increases  in 
the  price  of  the  Corporation's  stock,  that 
is,  improved  shareholder  value." 

That  fails  to  mollify  Faulk  and  other 
critics — including  Pentagon  brass — dis- 


GENERAL  DYNAMICS' 
BIG  EARNERS 

1990  May  6,  1991, 
salary  bonus 


WILLIAM  A.  ANDERS* 

CEO 


$550,000  $800,000 


LESTER  CROWN  298,883  298,883 

Executive  vice-president 


JAMES  R.  MELLOR 

President 


385,731  385,731 


HERBERT  F.  ROGERS 

Vice-chairman 


576,922  576,922 


HARVEY  KAPNICK* 

Vice-chairman 


0  120,000 


'  Based  on  formula  outlined  in  company  proxy  statement 
"  Anders'  bonus  estimate  is  based  on  his  1991  solory.  Kop- 
nick  started  as  o  General  Dynamics  employee  on  Apr  15, 
1991 .  His  bonus  estimate  is  pro-rated  from  that  dote, 
rather  than  the  Feb.  15,  1991 .  dote  used  for  others 
DATA  COMPANY  REPORTS,  BW  ESTIMATES 


NDERS:  CUTTING  27,000  WORKERS  OVER  FOUR  YEARS 


Fortunately  for  General  Dynamics' 
top  brass,  the  payoff  for  their  "deci- 
sions, judgments,  and  actions"  came 
quickly.  When  trading  closed  on  May 
6 — only  five  days  after  GD  shareholders 
approved  the  new  plan — the  stock  price 
closed  above  35%^  for  the  10th  consecu- 
tive day,  triggering  $7.(5  million  in  bonus- 
es for  the  top  25  managers. 
LUCKY  BUCKS.  "This  is  basically  a  bas- 
tardization of  a  good  idea,"  complains 
Anne  0.  Faulk  of  Faulk  &  Co.,  which 
advises  institutions  on  voting  their  prox- 
ies. "Ten  days  just  isn't  a  very  long 
time,  and  you  won't  see  management's 
salaries  going  down  '  hen  the  share 
price  falls." 

General  Dynamics  officials  declined  to 


turbed  by  the  size  and  timing  of  GD  man- 
agement's bonanza.  The  second-largest 
U.  S.  defense  contractor  lost  $578  million 
in  1990,  primarily  because  of  restructur- 
ing charges  and  a  $700  million  write-off 
prompted  by  the  Navy's  cancellation  of 
the  A-12  attack  plane.  Many  of  GD's  core 
programs  face  dim  futures.  And  on  May 
1,  Chief  Executive  William  A.  Anders 
announced  plans  to  slash  spending  and 
dump  27,000  of  the  company's  90,000 
workers  over  the  next  four  years. 

At  the  center  of  the  controversy  is 
GD's  new  three-year  Gain/Sharing  Plan, 
adopted  by  the  board  on  Feb.  15,  when 
the  $10.2  billion  defense  giant's  stock 
price  was  languishing  at  25yig.  The  plan 
was  unusual,  since  few  U.  S.  companies 


pay  cash  bonuses  tied  to  short-terr 
stock-price  moves.  But  when  GD's  stoci 
exceeds  35%,;  for  at  least  10  consecutive 
trading  days,  executives  get  a  cash  be 
nus  equal  to  their  base  salary.  The  stocl 
met  that  test  on  May  6,  leading  to  ai 
effective  doubling  of  top  management' 
salaries  (table). 

If  the  share  price  continues  to  rise,  si 
does  management's  take:  For  each  add; 
tional  $10  jump  sustained  for  at  least  1' 
straight  trading  days,  top  managers  rc 
ceive  extra  bonuses  equal  to  twice  thei 
base  salaries,  or  about  $15.2  million  ; 
pop.  Shareholders  are  also  upset  at  of 
tion  awards  that  allow  Anders  and  othe 
executives  to  vastly  increase  their  hole 
ings  at  bargain  prices. 

It's  not  just  shareholders  who  find  a' 
this  hard  to  swallow.  So  does  the  De 
fense  Dept.,  GD's  biggest  customer.  In  ; 
letter  to  Anders  dated  Apr.  18,  the  Pen 
tagon  warned  that  it  doesn't  want  tax 
payers  to  foot  GD's  bonuses 
"Should  .  .  .  you  choose  to  bil 
the  enhanced  compensation  t( 
Government  contracts,  the  Gov 
eminent  will  take  appropriate 
action  to  withhold  from  billing? 
and  subsequently  disallow  an} 
and  all  excessive  compensa 
tion,"  wrote  Walter  R.  Yeoman' 
a  contracting  officer  for  th( 
Defense  Contract  Managemen 
Command. 

There  has  also  been  a  top 
level  meeting  of  Defense  Dept 
officials  to  discuss  the  bonuses 
which  may  spur  a  probe  of  GD's 
pay  policy.  Fumes  one  Penta 
gon  source:  "The  extra  compen 
sation  is  just  outrageous,  anc 
we  are  not  going  to  allow  it"  t( 
be  billed  to  Uncle  Sam. 

Any  look  at  salaries  is  sun 
to  turn  up  the  case  of  Harvej 
Kapnick.  A  former  outside  di 
rector  who  served  on  the  com 
pensation  committee  that  ap 
proved  the  Gain /Sharing  plan 
Kapnick  on  Apr.  15  joined  GD  as  vice 
chairman.  Under  terms  determined  bj 
his  former  committee,  Kapnick  gets  e 
pro-rated  cash  bonus  based  on  the  differ 
ence  between  GD's  33y2  average  shan 
price  on  the  day  he  began  work  and  th( 
May  6  closing  price.  His  windfall  comes 
to  about  $120,000— though  he  has  beer 
on  the  payroll  less  than  a  month.  Kap 
nick  couldn't  be  reached  for  comment. 

Giving  a  new  employee  a  perfor 
mance-based  bonus  at  the  rate  of  $7,50( 
per  day  is  sure  to  raise  questions.  Bui 
one  thing  is  certain:  When  it  comes  tc 
linking  pay  to  performance,  few  compa 
nies  do  it  like  General  Dynamics. 

By  James  E.  Ellis  in  Chicago,  with  Scth 
Payne  in  Washington 
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Microsoft  Excel  3.0 

"This  brand  new 
update  easily  makes 

Microsoft  Excel 
the  most  feature-rich 


for\Vindows  systems." 


InfoWorld,  January  28, 1991. 


Windows"  Spreadsheet 


MicnosdlExcel  for  Windows. 


Microsoft 

Making  it  all  make  sense" 


To  get  npnnts  im  a  .■x-ncs  of  artu  Ivs  renvmiig  Mirmsafl  Exal.  or  for  ntorr  mhnmiltaii.  iH  w/c  th,:  50  Umird  Slater,  t  all  (fHfO)  426-9400  Offer  good  only  m  tiw  SO  United  State-'  ami  whilt'  supplies  last  For  tnfonnation  only,  tmtside  the  50  United  States,  call 
(206)  936-8661  Customers  in  Canada,  call  (416)  568-3503  <&  1991  Mtirosoft  Corporation  All  rights  resvnvd  Microsoft  and  the  Microsoft  logo  are  registered  Iradertuirb^  and  Making  it  all  make  senst  and  Wimhnvs  art  trademarks  of  Microsoft  Corporation. 


Commentary/by  Michele  Galen 


TURN  EXXON  INTO  A  MODEL  ENVIRONMENTAL  CITIZEN 


After  months  of  heated  bargain- 
ing, Exxon  Corp.,  Alaska,  and 
the  Justice  Dept.  at  last  struck 
a  deal  to  settle  the  oil  giant's  culpabil- 
ity in  the  1989  Valdez  oil  spill.  An- 
nounced in  March,  the  sweeping  pact 
called  for  Exxon  to  pay  at  least  $900 
million  to  settle  civil  suits.  Exxon  also 
pleaded  guiltj'  to  four  environmental 
crimes  and  agreed  to  pay  $100  million 
in  fines.  But  U.  S.  District  Court  Judge 
H.  Russel  Holland  nixed  it.  "I  am 
afraid,"  he  said,  "that  the 
[criminal]  fines  send  the 
wrong  message,  suggest- 
ing that  spills  are  a  cost  of 
business  that  can  be 
absorbed." 

Lobbing  the  ball  into 
Exxon's  court,  Holland 
gave  the  oil  giant  until 
May  24  to  withdraw  its 
guilty  plea  and  stand  trial 
for  environmental  crimes 
or  come  back  with  a  new 
deal.  Exxon  may  well  be 
tempted  to  fight.  Indeed, 
soon  after  Holland's  veto, 
it  scotched  the  proposed 
civil  settlement.  But  a  pact 
that  repays  all  economic 
losses  now  and  restores 
Prince  William  Sound 
would  best  serve  the  par- 
ties. And,  by  ensuring  that 
Exxon  takes  steps  to 
guard  the  environment, 
the  pact  would  offer  the 
company  a  chance  to  re- 
store its  public  standing. 
ANGER.  Holland  has  made 
it  clear  that  the  company 
must  pay  a  big  fine.  But 
there  probably  is  no  rea- 
sonable fine  that  is  big 
enough  to  cause  pain  to  a 
company  the  size  of  Ex- 
xon. Indeed,  the  verj'  day  the  judge 
vetoed  the  fine,  Exxon  posted  a  record 
first-quarter  profit  of  $2.24  billion.  To 
be  truly  effective,  the  pact  must  go 
beyond  what  Representative  George 
Miller  (D-Calif.)  calls  "checkbook  jus- 
tice." It  should  make  Exxon  into  the 
model  of  an  environmental  citizen. 

Further  legal  battles  are  not  going 
to  defuse  the  public  anger  over  the 
spill  and  Exxon's  apparent  slowness  to 
respond  to  it.  Executives  insist  they 
have  acted  responsibly,  and  even  Judge 


Holland  agrees  that  Exxon  has  negoti- 
ated in  "complete  good  faith."  Having 
spent  much  more  than  $2  billion  on  the 
cleanup  and  $300  million  to  settle 
claims,  Exxon  may  now  want  to  slug  it 
out  in  court.  In  a  narrow  sense,  it 
might  win.  But  Exxon  and  its  antago- 
nists should  put  aside  emotion  and 
dash  back  to  the  negotiating  table, 
where  they've  got  lots  to  settle,  in- 
cluding a  new  criminal  fine  and  civil 
liabilities. 


Holland  wants  to  see  Exxon  pay  far 
more  than  $100  million  in  criminal 
fines.  But  he  may  be  demanding  too 
much.  As  in  every  criminal  action, 
the  fines  should  reflect  the  serious- 
ness of  the  offenses  and  the  culpability 
of  the  offender.  When  Exxon  pleaded 
guilty,  it  admitted  violations  of  the 
Clean  Water  Act.  the  Refuse  Act,  and 
the  Migratoiy  Bird  Treaty  Act.  While 
grave,  the  offenses  either  lack  intent 
or  involve  negligence,  not  the  more 
blameworthy  charges  of  intention- 


al, knowing,  or  reckless  misconduct. 

Rather  than  levy  too  big  a  criminal 
fine,  a  more  just  solution  would  empha- 
size putting  right  what  Exxon  has 
done  wrong.  At  a  minimum,  a  new  ci\il 
settlement  should  take  care  of  all 
the  affected  parties,  including  Alaskan 
natives,  environmentalists,  and  others 
with  damage  suits  against  the  oil  com- 
pany. As  suggested  by  Alaskan  law- 
makers, the  oil  giant  should  fund  a 
trust  fund  large  enough  to  cover  dam- 
ages to  nature,  now  and  in 
the  future. 

A  settlement  should  also 
require  Exxon  to  take 
some  aggressive  preven- 
tive measures.  One  way 
would  be  to  mimic  rival 
Conoco  Inc..  which  now  di- 
rectly ties  part  of  its  man- 
agers" compensation  to 
meeting  environmental 
goals.  Or,  as  the  National 
Audubon  Society  has  sug- 
gested, the  company  could 
undergo  regular  environ- 
mental checks  by  a  court- 
appointed  auditor  to  make 
sure  that  safeguards  are 
in  place  to  prevent  other 
oil  spills. 

IMAGE.  Such  steps 
make  good  sense. 
Despite  early  apolo- 
gies, Exxon  can 
blame  itself  for  its 
public  image  as  arro- 
gant and  insensitive. 
When  the  plea  bar- 
gain was  unveiled, 
Chairman  Lawrence 
G.  Rawl  said:  "The 
settlement  will  have  no  no- 
ticeable effect  on  our  fi- 
nancial results."  Presum- 
ably, the  chaiman  was 
seeking  to  reassure  investors,  but  he 
wound  up  further  infuriating  the  pub- 
lic with  his  apparent  lack  of  remorse. 

Rawl  isn't  commenting  on  how  he 
would  like  to  resolve  Exxon's  dilemma. 
Yet  by  agreeing  to  a  public  rehabili- 
tation, he  can  help  repair  Exxon's  im- 
age and  set  a  new  standard  for  indus- 
try's care  of  the  environment.  No  testi- 
mony could  be  more  compelling  than 
E.xxon's  that  protecting  nature,  even 
when  no  one  is  looking,  makes  good 
business  sense. 
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AGRICULTURE  I 


NO  SUNFLOWERS 
GROWIN'  HERE,  SON 


So  far,  efforts  to  encourage  diversity  on  U.S.  farms  haven't  taken  root 


The  idea  behind  the  1990  Farm  Act 
was  simple:  to  force-feed  a  bit  of 
free-mari<et  economics  to  Ameri- 
ca's farmers.  Once  the  government  cut 
by  15%  the  farm  acreage  on  crop-sup- 
port programs,  the  market  would  work 
its  magic.  Farmers  would  diversify  into 
a  cornucopia  of  new  crops 
such  as  sunflowers  and  sor- 
ghum. Meanwhile,  perennial 
surpluses  of  traditional 
mainstays — corn  and  soy- 
beans— would  wither.  Farm- 
ers would  enjoy  more  flexi- 
bility in  their  planting 
choices,  and  Uncle  Sam's  bill 
for  price  supports  would  be 
cut  by  as  much  as  20% — a 
savings  of  $13.8  billion  dur- 
ing the  law's  five-year  span. 

In  its  first  year,  though, 
the  revolution  is  more  mi- 
rage than  miracle.  In  pre- 
planting  reports  to  the  U.  S. 
Agriculture  Dept.,  farmers 
are  sticking  to  their  old 
standbys  (chart).  Most  plan 
to  sow  corn,  soybeans,  and 
wheat  on  acres  not  covered 
by  price  supports,  rather 
than  the  fancy  new  crops 
policymakers  envisioned. 
"To  heck  with  flexibility," 
says  farmer  Roger  Asendorf,  taking  a 
breather  from  planting  his  2,700  acres 
near  St.  James,  Minn.  "Just  give  me 
some  profit."  Asendorf's  crop  mix:  60% 
corn,  40%  beans — same  as  last  year. 
BULGING  BARNS.  If  farmers  keep  balk- 
ing, the  government's  tab  for  farm  sub- 
sidies will  fall  by  far  less  than  expect- 
ed— if  at  all.  "I'm  a  lot  less  confident  of 
any  savings  than  I  was  three  months 
ago,"  says  Neil  E.  Harl,  an  Iowa  State 
University  economist.  That's  because, 
barring  drought  or  disaster,  each  bushel 
of  corn,  soybeans,  or  wheat  planted  on 
the  flexible  15%  is  likely  to  add  to  sur- 
pluses— which  are  already  at  their  high- 
est level  since  the  early  1980s.  The  high- 
er production,  the  lower  the  price.  And  if 
prices  fall,  the  government  must  shell 
out  more  for  price  supports  on  acres  still 
eligible  for  payments. 

The  government  contends  conserva- 
tive farmers  eventually  will  try  new 
crops  as  they  get  accustomed  to  the 
idea.  "We  believe  we're  still  on  target  to 


meet  our  budget  numbers,"  says  Bruce 
R.  Weber,  director  of  the  commodity- 
analysis  division  of  the  Agricultural  Sta- 
bilization &  Conservation  Service.  And, 
indeed,  the  program  hasn't  been  totally 
ineffective.  Cotton  production  has 
surged.  And  there's  been  a  rise  in  plant- 
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ings  of  alternative  crops,  including  sun- 
flower and  canola,  an  oilseed  used  as 
cooking  oil  and  in  animal  feed. 

The  increase  has  not  been  nearly  as 
much  as  officials  hoped,  however,  and 
slowness  in  shifting  crops  can  be  attrib- 
uted to  a  lot  of  factors.  A  farmer  who 
knows  corn  often  doesn't  want  to  mon- 
key with  canola.  That's  because  new 


LOVE  THOSE 
TRADITIONAL  CROPS 

ACRES  PLANTED  IN: 
CORN  SOYBEANS 
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crops  recjuire  different  planting  pat- 
terns, and  farmers  are  bothered  by  un- 
certainties about  their  yields  and  prices. 
Besides,  most  county  grain  elevators 
don't  like  the  investment  in  new  storage 
and  the  bother  of  handling  minor  crops. 
■  Diversifying  can  also  be  expensive. 
Farmers  must  buy  new  equipment  and 
experiment  with  new  fertilizers.  Yet 
there  are  few  incentives  in  the  new  pro- 
gram to  offset  the  added  investment. 
And  bankers  are  reluctant  to  lend  for 
nontraditional  crops.  Concludes  Elden 
Gould,  a  farmer  in  Kane  County,  III: 
"There's  nothing  as  good  as  corn,  and 
the  second  best  is  soybeans." 

If  they  want  to  shift  to  new  crops, 
most  farmers  have  plenty  of 
money  to  invest.  Drought- 
ridden  California  aside,  eco- 
nomic life  on  the  farm  is 
pretty  good  these  days.  The 
new  law  is  expected  to  cut 
farmers'  cash  income  this 
year  by  about  10%.  But  that 
is  down  from  last  year's  rec- 
ord $59  billion.  And  farm 
debt,  which  hit  a  peak  of 
$193  billion  in  1983,  has  fall- 
en to  $132  billion.  Land  val- 
ues have  climbed  steadily 
since  1987 — to  an  average  of 
$682  an  acre  in  the  lower  48, 
just  20%'  less  than  the  boom 
era  record  of  $823  an  acre  in 
1982. 

MILK  SHAKEOUT.  Such  prOS- 

l.>erity  may  not  last  for  long, 
however.  The  dairy  industry 
could  lose  $3  billion  this  year 
alone,  despite  a  projected 
$665  million  in  government 
support.  That  could  force  a 
shakeout  of  all  but  the  strongest  dairy 
farmers.  Another  worry:  The  USDA  ex- 
pects U.  S.  grain  exports — which  bolster 
prices — to  drop  by  nearly  22%  this  year, 
to  83  million  metric  tons.  The  culprits? 
Domestic  political  turmoil  that  has  re- ' 
duced  Soviet  purchases,  and  the  bumper 
crops  that  most  of  the  world's  producers 
brought  in  last  year. 

The  danger  now  is  that  these  strains 
in  the  farm  economy  will  be  exacerbated 
by  the  new  farm  program's  slow  start. 
Prices  are  already  low — soybeans  are 
selling  for  $5.90  a  bushel,  vs.  $8.50  a 
bushel  in  July,  1988,  the  high  for  the 
past  decade.  If  a  grain  glut  develops — a 
real  possibility  if  farmers  don't  buy  into 
the  farm  program's  goals — it  could  send 
prices  plunging  and  help  spur  another 
farm  bust.  If  that  happens,  the  price  of 
the  1990  Farm  Act  will  indeed  be  higher 
than  expected. 

By  David  Greising  in  Chicago,  with 
Peter  Hong  in  Washington  and  Chuck 
Hawkins  in  Atlanta 
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THE  LAW 


3M'S  TAPE:  J&J  MAY  HAVE  TO  PAY  3M  $  I  1  6.3  MILLION  AND  TAKE  SOME  CASTS  OFF  THE  MARKET 


WHEN  A  RIVAL'S  TRADE  SECRET 
CROSSES  YOUR  DESK . . . 


J&J  may  wash  it  had  called  the  FBI  when  it  was  slipped  a  3M  product 


Imagine  that  a  greedy,  disgruntled 
employee  mails  top-secret  new-prod- 
uct samples  to  your  competitors  and 
offers  to  help  them  unravel  your 
ground-breaking  technology  for  a  small 
fee.  The  competitors,  desperate  to  under- 
stand the  secrets  that  they  fear  will 
make  the  new  products  unbeatable,  won- 
der what  to  do.  Should  they  return  the 
samples  to  the  company?  Or  analyze 
their  properties  and  break  the  code? 

A  B-school  ethics  case?  Xope.  It's  at 
the  heart  of  a  dispute  between  rivals  3M 
Co.  and  Johnson  &  Johnson.  Back  in 
1985.  a  3M  contract  employee,  Philip  A. 
Stegora,  got  hold  of  some  samples  of  a 
new  casting  tape  to  be  used  by  doctors 
to  set  broken  bones.  He  mailed  them  to 
four  3M  rivals.  Alone  among  the  compet- 
itors, 3M  contends,  j&j  studied  the  tape 
and  incorporated  3M'.s  proprietary  tech- 
nology" into  its  competing  product.  By 
doing  so,  3M  maintains,  .J&J  blunted  3M's 
drive  to  dominate  the  .i;200  million  U.  S. 
market  for  casting  tapes. 
SLIPPERY.  But  it  may  have  been  a  costly 
move  for  .Ji-J.  On  May  1,  a  special  mas- 
ter for  the  U.  S.  District  Court  in  Minne- 
apolis ordered  the  health  care  giant  to 
pay  3M  .S116.3  million  for  infringing  its 
patents  and  misappropriating  trade  se- 
crets. Moreover,  J&.]  may  have  to  take 
some  of  its  casting  tapes  off  the  market. 


The  company  denies  any  wrongdoing, 
says  it  has  a  firm  policy  against  taking 
trade  secrets,  and,  vows  a  spokesman, 
"will  vigorously  appeal  the  decision." 

In  the  1970s,  J&J  dominated  the  cast- 
ing market  with  its  plaster-of-paris  ban- 
dage roll.  But  in  1980,  3M  upstaged  j&j 
with  a  stronger  and  lighter  fiberglass 
cast.  Just  one  problem:  Doctors  found 
the  cast  hard  to  mold  because  its  resin, 
when  dipped  in  water,  became  sticky  and 
hard  to  work  with.  In  1985.  two  3M  sci- 
entists developed  a  slipperier  resin.  Says 
one  rival:  "The  3M  product  was  poised  to 
overwhelm  Johnson  &  Johnson." 

Then  came  Stegora. 
Seeking  to  cash  in  on 
his  knowledge  of  the 
product,  which  he  had 
helped  develop,  Ste- 
gora mailed  samples 
he  stole  to  four  com- 
petitors. In  an  accom- 
panying letter,  he  of- 
fered to  explain  the 
technology.  His  price: 
$20,000.  the  chemist, 
using  an  alias,  in- 
structed J&J,  DePuy, 
Cutter  Laboratories, 
and  Zimmer  to  contact 
him  through  a  Minne- 
apolis post  office  box. 


WHAT  WOULD 
YOU  DO? 

A  competitor's  disgruntled  em- 
ployee has  just  mailed  you  plans 
for  what  looks  like  a  promising 
new  product.  Do  you: 
^  Throw  the  plans  away? 

^  Send  them  to  your  research 
department  for  analysis? 

^  Notify  your  competitor  about 

what  is  going  on? 
►  Call  the  FBI? 


J 


For  answer,  see  last  paragraph 
of  story 


None  of  the  companies  reported  the 
incident  to  3M.  That  unpleasant  task 
was  left  to  Skip  Klintworth  Jr.,  then 
chief  executive  of  Carapace  Inc.,  a  small 
castmaker  in  Tulsa,  who  heard  about  the 
stolen  samples  from  colleagues  at  De- 
Puy and  Zimmer.  "Nobody  intended  to 
do  anything,"  he  says.  "I  couldn't  be- 
lieve it."  Klintworth  tipped  3M,  which 
called  in  the  Federal  Bureau  of  Investi- 
gation. The  feds  quickly  traced  the  theft 
to  Stegora.  By  February,  1987,  he  was 
convicted  of  mail  fraud  and  transporting 
stolen  property  across  state  lines.  Ste- 
gora was  released  in  1989  after  serving 
22  months  in  prison. 
SUSPICIOUS  SAMPLE.  The  story  might 
have  ended  there.  But  during  discovery 
proceedings  in  a  patent-infringement 
case,  3M  found  that  J&.J  had  done  chemi- 
cal tests  on  the  sample  Stegora  had  sent 
them,  even  though  former  J&J  product 
manager  John  Hull  had  denied  doing  so 
under  oath  at  Stegora's  trial.  Hull,  now 
a  seminarian  and  no  longer  connected 
with  J&J,  declined  to  comment.  By  doing 
the  tests,  the  special  master  says,  J&J 
was  able  to  unlock  the  mystery  behind 
3M's  new  casting  tape  and  get  a  product 
to  market  three  months  before  it  might 
have  otherwise. 

According  to  court  records,  Stegora's 
sample  was  put  on  the  desk  of  Alfred  J. 
Prince,  president  of  J&J's  orthopedics 
company.  Since  he  was  on  vacation,  the 
samples  next  went  to  Hull.  The  court 
found  that  even  though  Hull  thought 
the  samples  suspicious,  he  sent  them  to 
the  lab  for  analysis.  The  lab  report  was 
forwarded  to  several  senior  orthopedics 
officials,  who  didn't  bother  to  instruct 
the  chemists  not  to  use  the  findings  in 
their  research.  That,  the  court  says,  led 
J&J  chemists  to  take  3M's  technology. 

But  the  whole  mess,  suggests  indus- 
trial security  consultant  Richard  Heffer- 
nan,  is  a  lesson  in  what  a  com.pany 
shouldn't  do  if  it  ends  up  with  stolen 
trade  secrets.  His  recommendation:  Call 
the  victimized  company  and  the  FBI. 

"Most  companies  actu- 
ally do  that,"  he  says. 
"What  Johnson  & 
Johnson  did  is  very 
rare."  That  may  re- 
assure companies  ner- 
vous about  protecting 
trade  secrets  from 
snooping  competitors. 
But  as  this  case 
shows,  even  one  mis- 
step in  a  hundred  can 
hurt  worse  than  a 
busted  arm. 

By  Kerin  Kelly 
in  Minneapolis,  with 
Joseph  Weber  in 
Philadelphia 
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It  might  be  an  extra  pillow.  Or  the  up-to-date  reading  material  that  you'll  find  on  every  flight.  Maybe  it's 
the  Independent  Television  News  beamed  daily  via  satellite  from  London.  All  little  things.  But  on  our  daily 
nonstop  Big  Top"'  747  from  Los  Angeles  to  Tokyo,  we've  never  forgotten  how  important  those  little  things 

A  great  way  to  fly 

can  be.  En  route,  enjoy  inflight  service  that  even  other  airlines  talk  about.  SIHGAPORE  AIRLinES 


COMCAST  CASTS  ITS 
NET  OVER  PHILLY 


►  Brian  Roberts,  the  31-year- 
old  president  of  Comcast,  is 
moving  the  No.  3  cable-TV 
company  even  further  into 
the  cellular  phone  business. 
Roberts  on  May  7  agreed  to 
buy  Metromedia's  cellular 
phone  operations  in  Philadel- 
phia. The  81-1  billion  cash  and 
stock  deal  would  triple  Com- 
cast's potential  cellular  mar- 
ket, giving  it  access  to  a  popu- 
lation of  7.3  million  people. 

The  deal  is  a  big  one  for 
Roberts,  who  15  months  ago 
took  over  day-to-day  control 
of  the  company  from  his  fa- 
ther, Comcast  Chairman 
Ralph  Roberts.  With  pur- 
chases of  cable-TV  systems 
slowing  industrywide,  the 
younger  Roberts  wants  to 
broaden  the  company's  stake 
in  other  businesses.  Metrome- 
dia chief  John  Kluge  initially 
will  retain  a  35'f  interest  in 
the  Philly  system,  though 
Roberts  expects  to  own  it  all 
after  five  vears. 


QUICK  RESULTS 
AT  OCCIDENTAL 


its  more  than  SI  billion  in 
loans  to  Hollywood  compa- 
nies. In  a  filing  with  the  Secu- 
rities &  Exchange  Commis- 
sion. Pathe  Communications 
acknowledges  that  it  is  being 
pressed  by  Credit  Lyonnais  to 
sell  as  much  as  W'(  of  the 
company  to  pay  down  a  S395 
million  loan.  If  Pathe  can't 
find  a  buyer,  the  bank  may 
take  control  of  the  company. 

In  another  deal.  Credit  Ly- 
onnais, which  has  $99  million 
in  loans  to  Nelson  Entertain- 
ment, forced  the  video  and 
film  producer  to  strike  a  deal 
with  New  Line  Cinema.  Un- 
der the  agreement,  New  Line 
will  pay  S15  million  in  cash 
and  Si. 6  million  in  stock  and 
options  for  distribution  rights 
to  Nelson's  movies.  Of  that 
sum,  812  million  goes  to  Cred- 
it Lyonnais.  which  wants  Nel- 
son to  find  a  buyer  for  the 
entire  company  by  yearend. 


PRITZKER:  JUST 
BROWSING  AT  PAN  AM? 


►  It  has  been  a  productive  | 
first  100  days  for  new  Occi- 
dental Petroleum  Chairman 
Ray  Irani.  Eager  to  sell  off 
assets  to  whittle  down  Oxy's 
debt  by  83  billion,  Irani  struck 
two  deals.  The  company  will 
sell  a  half-interest  in  most  of 
its  natural-gas  liquids  busi- 
ness to  Hicks  Muse,  an  invest- 
ment firm,  for  8691  million. 
And  it  will  sell  its  North  Sea 
oil  and  gas  fields  to  the 
French  oil  giant  Elf  Aquitaine 
for  81.4  billion.  Other  assets 
said  to  be  still  for  sale:  Oxy's 
51'  '  stake  in  IBP.  the  beef  and 
pork  processor,  and  a  Chinese 
coal  mining  company. 


CREDIT  LYONNAIS 
TRIMS  SOME  TINSEL 

►  Crfd;:  Lyonnais.  the  giant 
French  bank,  is  moving  to 
clean  up  sume  of  the  worst  of 


I  WON'T  TELL  YOU  WHERE  YOU'RE  GOING,  EITHER 


People  want  what  they  can't 
have.  People  can't  have  Bill  Fi- 
scher's phone  number.  Ergo, 
people  will  covet  Fischer's  num- 
ber. That  appears  to  be  the  logic 
behind  the  public-relations  blitz 
that  Howard  J.  Rubenstein  As- 
sociates has  launched  on  Fi- 
scher's behalf. 

Fischer  runs  an  oh-so-exciu- 
sive  travel  agency,  Fischer  Trav- 
el Entei-prises,  that  caters  to 
types  who  fly  the  Concorde,  tuck  in  only  at  the  most  luxuriou.- 
hotels,  and  never  miss  Wimbledon.  He  boasts  an  unlistec 
phone  number,  and  new  customers  need  referrals  from  exist 
ing  clients.  Even  Sylvester  Stallone,  he  says,  "couldn't  get  oui 
number  and  had  to  go  through  someone  else." 

So  why  do  Fischer's  PR  handouts  include  his  phone  number? 
Fischer  says  Rubenstein  let  that  slip  without  his  knowledge 
He  also  doesn't  want  to  see  it  in  print — though  "you  can  prim 
my  address."  he  says.  Sorry,  Bill,  we're  out  of  space. 


only  in  the  carrier's  North  At- 
lantic or  Latin  America 
routes.  Given  Pan  Am's  pre- 
carious position,  Plaskett  and 
his  creditors  will  hkely  take 
what  they  can  get. 


►  Chicago  investor  Jay 
Pritzker  has  joined  the  list  of 
shoppers  looking  to  buy  all  or 
parts  of  bankrupt  Pan  Ameri- 
can World  Ainvays.  Sources 
close  to  the-  aiiiine  say  Pan 
Am's  unsecured  creditors' 
committee  invited  the  former 
Braniff  investor  to  take  a 
look.  Meantime,  talks  with 
Delta  have  heated  up.  And 
United,  which  bought  Pan 
Am's  London  routes,  is  perus- 
ing the  books,  too. 

Sources  say  that  Pan  Am 
Chairman  Thomas  Plaskett  is 
pressing  to  sell  the  company 
whole.  But  most  of  the  shop- 
pers appear  to  be  interested 


A  PIECE  OF  GAF 
GOES  PUBLIC 


to  pay  down  some  of  its  re 
maining  $1  billion  in  LBO-relat 
ed  debt.  There's  also  talk  or 
the  Street  that  Hej"man,  who 
took  over  GAF  in  a  bittei 
proxy  fight  and  then  mountec 
a  two-year  hostile  bid  foi 
Union  Carbide,  may  again  bt 
on  the  acquisition  trail. 


►  Samuel  Heyman  is  back, 
quietly.  Two  years  after  tak- 
ing GAF  private  in  a  $1.5  bil- 
lion leveraged  buyout,  the 
head  of  the  specialty  chemi- 
cals company  has  filed  plans 
to  take  part  of  it  public  again. 

A  new  ly  formed  subsidiaiy. 
called  International  Specialty 
Products,  will  offer  up  to  20^^ 
of  its  common  stock  this  June 
at  share  prices  estimated  to 
range  from  13  Vi  to  151/2.  GAF 
will  probably  use  the  antici- 
pated 8250  million  in  proceeds 


ISOLATcC  ViACe. 

TOR  ^^o^^[^5 


USCAR 
SHOWROOM 


FEDERATED'S  BANKERS 
CRY  FOUL 


►  A  key  creditors'  committee 
has  sent  a  sharply  worded  let- 
ter to  Allen  Questrom,  chief 
executive  of  Federated  De- 
partment Stores,  which  is 
mired  in  Chapter  11  bankrupt- 
cy reorganization.  In  the  let- 
ter, the  creditoi-s  expressed 
their  dismay  over  Federated's 
reorganization  plan,  filed  in 
bankruptcy  court  on  Apr.  29. 
The  committee  represents  a 
92-member  bank  syndicate  led 
by  Citibank. 

The  reorganization  plan, 
which  the  banks  call  "gi-ossly 
inadequate."  promises  to  pay 
them  58c  on  the  dollar  in  cash 
and  new  debt  for  the  $1.5  bil- 
lion they're  owed.  The  balance 
would  be  payable  in  stock. 
Citibank  suggests  that  Feder- 
ated instead  sell  one  or  more 
of  its  chains.  Until  now, 
though,  Questrom  has  resist- 
ed all  calls  for  a  breakup  of 
the  retailer. 
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NAS     FROM  DIGITAL 


ILOCKBUSTER 

ENTERTAINMENT 

OPENSA 


"BLOCKBUSTER  Entertainment 
started  in  1985  with  1  store.  Today, 
we  have  over  1590  stores  in  146 
markets,  including  the  U.S.,  Canada, 
Guam,  and  the  U.K.  We're  opening, 
on  average,  a  store  a  day  -  while 
maintaining  a  growing  database  on 
more  than  18  million  members. 
And  systems  from  Digital  in  each 
store  help  our  managers  control 
every  aspect  ol  their  business. 

"Digital's  Network  Application 
Support  (NAS)  products  allow  us 
to  share  information  easily  between 
individual  stores  and  our  head- 
quarters. So  although  each  store 
operates  autonomously,  we  can 
control  the  quality  ot  the  film  and 
titles  ottered  to  ensure  consistent 
service.  That's  what's  made  us 
America's  Family  Video  Store. 

"We've  also  seen  Digital  flex  as 
necessary  to  meet  our  needs.  Their 
customized  support  services  — 
including  site  preparation,  systems 
staging,  and  overnight  installation  — 
have  been  crucial  to  our  rapid 
expansion.  Their  sales  and  support 
are  open  to  doing  what  it  takes  to 
keep  this  great  machine  growing." 

Digital's  services  have  the 
llexibility  to  respond,  quickly  and 
appropriately,  to  the  needs  ot  your 
business.  To  help  you  control  the 
quality  and  consistency  ot  your 
operation.  And  NAS  opens  new 
ways  tor  you  to  gain  a  competitive 
advantage. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129 
Parker  Street,  K29,  Maynard, 
MA  01754-2198.  Or  call  your 
local  Digital 
sales  ottice. 


HE    OPEN  ADVANTAGE 


Wfecaritmake 

the  Accord  any 

easier  to  drive. 

Butournewlease 
program  can. 


The  Accord  Coupe,  Four-Door  and  Wagon  can  now  be  leased  at  extremely  competitive 
rates.  For  three,  four  or  five  years.  And  you  thought  the  Accord  couldn't  possibly  be  any  easier 
to  drive.  See  your  nearest  Honda  dealer  for  all  the  details.  This  lease  offer  ends  soon.HEJEHH 

(0)  ©  1*'91  An  icncan  Honda  Motor  (  >>.,  Inc.  Offer  available  for  a  limited  time  only 
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mX  THE  WORDS  'PRESIDENT  QUAYLE' 
STILL  SCARE  AMERICA 


M  t  may  not  be  a  vision  tiiat  many  voters  share  today,  but 
B  Vice-President  Dan  Quayle  has  a  clear  picture  of  the  fu- 
I  ture.  He  and  President  Bush  will  be  swept  back  into  office 
ext  year.  And  in  1996,  the  boyish  Hoosier  will  storm  into  the 
>val  Office  atop  the  Republican  ticket. 
Public  concerns  raised  by  Bush's  irregular  heartbeat  haven't 
immed  Quayle's  upbeat  outlook.  He  sneers  at  the  notion  that 
he  lack  of  respect  he  gets  from  political  sa- 
ants,  late-night  comedians,  and  voters  alike 

v\]\  drive  him  off  the  ticket.  "I  try  not  to  think 

.bout  nonsense,"  he  said  during  a  recent  inter- 

'iew  with  BUSINESS  week. 
Brave  words.  But  a  new  round  of  polls  is 

;ignaling  that  Quayle  is  likely  to  face  a  noisy 

'ight  over  his  political  future.  Democrats,  des- 

)erate  for  any  chink  in  Bush's  armor,  think 
hat  Quayle  offers  them  a  shot.  That  has  led 

;ome  jittery  Republicans  to  start  a  whispering 

campaign  aimed  at  bouncing  Quayle  off  the 

;icket.  "Dan  Quayle  ought  to  expect  the 

vvorst,"  warns  former  Reagan  aide  Mitchell  E. 

Daniels  Jr.,  now  a  vice-president  of  Eli  Lilly  & 

Zo.  in  Indianapolis.  "There  are  too  many  peo- 
ple who  are  pursuing  their  own  interest  at  his 

expense." 

BUM  RAP.'  After  his  nomination  to  the  Vice- 
Presidency,  Quayle  was  wounded  by  a  flap 
3ver  his  Vietnam-era  National  Guard  service. 
But  he  survived,  and  he's  likely  to  ride  out  this 
5torm  as  well.  Bush  has  been  unswervingly 
loyal  to  his  Vice-President,  and  on  May  7,  he  dismissed  criti- 
cism of  Quayle  as  "a  bum  rap."  Only  if  the  President's  popu- 
larity crashes  and  Quayle  begins  to  look  like  a  fatal  liability 
might  Bush  consider  dropping  him  from  the  ticket. 

But  even  assuming  a  Bush-Quayle  romp  in  1992,  the  Vice- 
President  will  face  a  fight  to  win  the  1996  nomination  against 
m  array  of  heavyweight  contenders.  And  some  stalwart  Re- 
publicans suggest  that  pro|)ping  up  the  44-year-old  Veep  now 


QUAYLE:  "I  TRY  NOT  TO 
THINK  ABOUT  NONSENSE 


will  sow  the  seeds  of  an  intraparty  battle  that  could  cost  the 
GOP  the  White  House  in  1996. 

The  public  reaction  to  Bush's  brush  with  mortality  has  jolted 
Quayle  advisers  by  making  clear  that  their  man  lacks  even  a 
modicum  of  political  respectability.  Polls  show  a  majority  of 
Americans  want  Bush  to  dump  Quayle.  A  Washington  Post- 
.\B('  News  survey  found  only  407'  of  those  interviewed  believe 
Quayle  is  fit  to  be  President,  compared  with 
who  felt  that  way  about  Bush  while  when 
he  was  considered  Ronald  Reagan's  "lapdog." 

More  important,  the  new  Quayle  hunt 
makes  clear  that  the  Veep's  plan  for  winning 
public  acceptance  has  flopped.  Quayle  hoped 
that  heading  such  panels  as  the  Competitive- 
ness Council  and  the  National  Space  Council, 
coupled  with  his  extensive  fund-raising,  would 
open  the  door  to  the  Oval  Office.  But  his  cam- 
paigning for  GOP  candidates  and  small-scale 
victories  aren't  winning  him  respectability  or 
getting  him  attention.  "Quayle  isn't  [seen  as] 
the  No.  2  person  in  the  government,  but  as  the 
head  of  some  council  that  could  have  been 
handled  by  a  GS-15,"  says  Stephen  Hess  of  the 
Brookings  Institution. 

In  truth,  Quayle  isn't  the  mindless  carica- 
ture portrayed  by  TV  comedians.  He  has  influ- 
ence, particularly  when  he  can  bring  his 
knowledge  of  Congress  to  bear.  For  example, 
he  helped  persuade  Bush  to  press  for  a  vote 
authorizing  the  use  of  force  in  the  Persian 
Gulf.  "You  have  to  build  a  base  of  support  in  the  party. 
Quayle  didn't  have  that  when  he  was  selected  as  Vice-Presi- 
dent. He's  building  it  now,"  says  GOP  strategist  Charles  Black. 

But  to  mount  a  run  for  the  Presidency,  Quayle  must  con- 
vince voters,  not  just  politicians,  that  he's  a  man  of  substance. 
That  so  many  Americans  reacted  to  Bush's  illness  by  thinking, 
"Oh  no,  Dan  Quayle,"  shows  what  a  long  way  he  has  to  go. 

Elf  Diinqhis  Hcubrccht,  irith  Paula  Divijer 


CAPITAL  WRAPUP I 


DEMOCRATS 


In  public,  all  was  sweetness  and  light 
at  the  May  5-7  convention  of  the 
Democratic  Leadership  Council.  But 
the  surface  harmony  masked  deep  divi- 
sions within  the  moderate-to-conserva- 
tive group,  which  hopes  to  map  a  strat- 
egy that  will  lead  the  Democrats  back 
to  the  White  House.  For  example,  a 
resolution  decrying  the  use  of  racial 
quotas  in  hiring  passed  easily.  But 
some  delegates  wondered  whether  the 
position,  which  echoes  that  of  Presi- 
dent Bush,  left  the  DLC  with  anything 
but  pale,  me-too  Republicanism  on  the 
issue.  Some  DLC  members  were  also 
upset  that  the  group  went  out  of  its 


way  to  exclude  Jesse  Jackson  from  the 
proceedings.  Others  fear  it  may  have 
unnecessarily  annoyed  organized  labor 
and  environmentalists  with  a  resolution 
backing  free  trade  with  Mexico. 

Chances  also  are  dimming  that  the 
DLC  will  forge  an  early  consensus  be- 
hind a  Presidential  candidate  for  1992. 
A  pair  of  Southern  baby  boomers.  Sen- 
ator Albert  Gore  Jr.  of  Tennessee  and 
Arkansas  Governor  Bill  Clinton,  the 
DLC's  chairman,  are  both  angling  for 
the  group's  blessing.  Though  the  two 
deny  there's  friction  between  them, 
Clinton  was  less  than  thrilled  when 
Gore  upstaged  the  DLC  meeting  with 
the  announcement  of  a  new  tax  propos- 
al (page  38)  back  in  Washington. 


INTELIIGENCE 


James  R.  Lilley,  U.  S.  ambassador  to 
China,  may  be  in  line  to  take  over 
the  Central  Intelligence  Agency  from 
William  H.  Webster,  who  resigned  on 
May  8.  Lilley,  an  old  CL\  hand,  was 
station  chief  in  Beijing  when  President 
Bush  was  envoy  to  China  in  the  mid- 
1970s.  There  have  been  rumors  for 
months  that  Bush,  a  former  director  of 
Central  Intelligence,  wanted  to  replace 
Webster,  a  Reagan  holdover,  with  his 
own  chief  spook.  Other  candidates  for 
the  top  CIA  job:  National  Security  Ad- 
viser Brent  Scowcroft  and  his  deputy 
Robert  M.  Gates,  himself  a  former  dep- 
uty director  of  the  CIA. 


ASHINGTON  OUTLOOK 
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nternational  Business 


CHINA  I 


THE  WEST'S  TOUGH  HEW  LIHE 
AGAIHST  CHIHA 


Governments,  banks,  companies,  and  global  agencies  are  saying:  Play  by  the  rules — or  else 


On  a  steamy  April  day  in  1989,  a 
team  of  U.  S.  Customs  Service 
agents  visited  the  busy  ciieck- 
post  separating  the  Portuguese  enclave 
of  Macau  from  mainland  China.  They 
suspected  that  many  of  the  goods  Macau 
and  other  Asian  countries  were  export- 
ing to  the  U.  S.  were  actually  produced 
in  sweatshops  across  the  border.  The 
reason:  to  get  around  U.  S.  import  quo- 
tas on  China's  textiles. 

Sure  enough,  the  agents  saw  candles, 
artificial  flowers,  and  garments — some 
with  "Made  in  Macau"  labels  attached — 
roll  through  by  the  truckload.  After 
complaining  to  Beijing  and  getting  no 
results.  Uncle  Sam  got  tough.  In  Decem- 
ber, the  U.  S.  slashed  China's  1991  quota 


for  cotton  sweaters,  pants,  and  work 
towels  by  50%.  And  on  Apr.  30,  citing 
new  evidence.  Customs  announced  an- 
other sharp  cutback. 
NO  SLACK.  As  China's  flagrant  violations 
pile  up  in  everything  from  textile  dump- 
ing to  prison-labor  exports,  the  outside 
world  is  sending  a  tough,  new  message: 
Play  by  the  rules  or  risk  retaliation. 
Across  the  board,  Western  governments, 
banks,  and  companies,  as  well  as  inter- 
national agencies,  are  no  longer  willing 
to  give  China  the  traditional  leeway  in 
meeting  political  and  economic  terms.  As 
a  result,  China's  20-year-old  thaw  with 
the  West  faces  a  severe  test  in  the  com- 
ing months,  particularly  with  the  U.  S. 
Until  recently,  China's  aging  leaders 


have  been  under  the  impression  that 
they  could  weave  their  way  back  into 
the  international  community  on  their 
own  terms  after  the  bloody  June,  1989, 
crackdown  in  Tiananmen  Square.  The 
U.  S.  and  other  Western  governments 
believed  that  given  the  proper  incentives 
during  a  grace  period,  the  Chinese 
would  seek  to  improve  their  internation- 
al standing.  But  instead  of  using  the 
past  two  years  to  moderate  its  behavior 
at  home  and  abroad,  Beijing  has  dogged- 
ly clung  to  its  old  ways. 

Now,  faced  with  a  growing  list  of  irri- 
tants, the  Bush  Administration  is  stand- 
ing up  to  China  after  years  of  kowtow- 
ing. At  the  center  of  the  debate  is 
China's  most-favored-nation  (MFN)  trade 
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^tus,  which  expires  on  June  '.i.  Egged 
1  by  business,  Bush  would  like  to  re- 
5W  it.  But  he  faces  the  fiercest  mfn 
ght  ever  on  Capitol  Hill,  as  liberal 
emocrats  and  conservative  Republi- 
ins  join  forces  in  a  drive  to  crack  down 

I  China.  Republicans  were  particularly 
igered  by  Beijing's  sale  of  missiles  to 
le  Mideast  and  nuclear  technology  to 
Igeria  and  other  countries.  "MFN  is  in 
ig  trouble,"  admits  a  senior  Administra- 
on  official. 

Congress  isn't  waiting  for  Bush's  deci- 
on.  "It's  time  to  play 
ardball  with  China," 
ivs  Representative  Ger- 
Id  B.  H.  Solomon  (R- 
'.  Y.),  who  on  May  1  in- 
•oduced  a  bill  in  the 
[ouse  that  calls  for  im- 
lediate  revocation  of 
hina's  trade  status. 

It's  likely  that  Con- 
ress  will  accept  legisla- 
on  to  renew  favorable 
iriff  treatment  for  Chi- 
a  this  year — but  only 
ith  strings  attached, 
.epresentative  Nancy 
elosi  (D-Calif.)  is  the  au- 
lor  of  a  bill  that  would 
ank  China's  trade  privi- 
!ges  in  1992  unless  Bei- 
ng ensures  greater  po- 
tical  freedom.  Capitol 
'ill  sources  say  that  Sen- 
te  Majority  Leader  George  J.  Mitch- 

II  (D-Me.)"and  Senator  Richard  G. 
ugar  (R-Ind.),  a  bellwether  for  mod- 
rate  Republicans,  are  leaning  to- 
ard  a  "renewal  with  conditions" 
pproach. 

Chinese  Ambassador  to  the  U.  S. 
hu  Qizhen  has  made  it  clear  that 
eijing  would  reject  even  this  face- 
iving  formula.  "Any  conditions  at- 
iched  to  the  extension  will  not  be 
:cepted  by  the  Chinese  side,"  said 
hu  on  May  7. 

□VANTAGE,  WASHINGTON.  As  a  for- 
ler  U.  S.  envoy  to  Beijing  (1974-75), 
ush  fears  that  revoking  MFN  might 
srail  U.  S.-China  relations  altogeth- 
•:.  But  with  Beijing's  diminished  im- 
artance  as  a  world  power  now  that 
loscow  and  Washington  have  im- 
foved  ties,  the  Administration  has 
iss  incentive  to  tread  softly. 
To  hammer  home  his  concerns,  the 
resident  dispatched  Under  Secre- 
iry  of  State  for  Political  Affairs  Robert 
1.  Kimmitt,  the  most  senior-level  official 
)  visit  Beijing  in  nearly  two  years.  In 
5ven  hours  of  talks  on  May  6,  Kimmitt 
lid  out  in  no  uncertain  terms  U.  S.  de- 
lands  for  Chinese  compliance  on  nucle- 
r  proliferation,  trade,  and  human 
ghts.  The  message,  as  a  senior  State 
lept.  official  put  it:  "They  need  us  a  lot 
lore  than  we  need  them."  Without  fa- 


vorable trade  status,  China  stands  to 
lose  up  to  a  million  jobs  and  70'/(  of  its 
e.xports  to  the  U.  S. 

Irritations  extend  across  the  entire  re- 
lationship. Washington  is  dismayed  at 
Beijing's  estimated  $15  billion  trade  sur- 
plus for  1991,  caused  in  part  by  China's 
deliberate  cutback  in  American  exports. 
On  Apr.  27,  top  trade  officials  threat- 
ened to  slap  sanctions  on  China  for  pirat- 
ing U.  S.  goods,  just  as  the  U.  S.  cut 
Beijing's  textile  quotas. 

Washington  is  far  from  alone  in  its 


THE  DALAI  lAMA  AT  THE  CAPITOL:  GROWING  SUPPORT  FROM  CONGRESS 


SIGNS  OF 
A  FIRMER  STANCE 

►  Bush  suspends  satellite  sales,  citing  prolifera- 
tion worries 

►  Bush  receives  Tibet's  Dalai  Lama,  angering 
Beijing's  leaders 

►  The  U.S.  cracks  down  on  China's  textile  ex- 
ports, citing  rules-of-origin  cheating 

►  European  Community  files  antidumping  cases 
against  Chinese  televisions  and  videotapes 

►  The  U.S.  lodges  a  trade  action  against  China 
for  patent,  software,  and  other  intellectual- 
property  theft 

►  Western  banks  tighten  credit  terms  to  China 

►  IBM  and  AT&T  close  their  Beijing  offices 

►  Liberal  Democrats  and  conservative  Republi- 
cans in  the  U.S.  join  forces  against  renewing  Chi- 
na's most-favored-nation  trading  status 

DATA:  BW 


deepening  crisis  with  Beijing.  Britain's 
relations  with  China  have  reached  one  of 
the  lowest  points  since  the  Opium  Wars 
in  the  1840s.  Six  years  before  China  is 
slated  to  take  control  of  Hong  Kong,  the 
Chinese  are  precipitating  a  showdown 
by  insisting  on  veto  power  over  a  new 
airport,  judicial  appointments,  and  the 
colony's  cash  reserves. 
Trade  links  between  Beijing  and  the 


European  Community  also  have  turned 
frosty.  In  the  face  of  a  $6  billion  trade 
deficit  with  China,  the  EC  is  clamping 
down  on  Beijing  for  allegedly  dumping 
such  goods  as  videocassettes  and  small 
TVs.  Even  the  Japanese  are  disappoint- 
ing China  by  imposing  stiffer  financial 
terms  and  limiting  technology. 
INTERFERENCE.  To  protect  their  stakes, 
U.  S.  businesses  in  Beijing  are  eager  to 
have  the  President  push  through  fa- 
vored-nation status.  But  they  are  also 
more  vocal  about  their  difficulties  in  do- 
ing business  there.  While 
some  prominent  U.  S. 
companies,  such  as  IBM 
and  American  Telephone 
&  Telegraph  Co.,  are  in- 
creasing their  invest- 
ments, they  have  closed 
their  Beijing  offices, 
where  interference  from 
bureaucrats  runs  high. 

At  the  same  time,  for- 
eign lenders  are  extract- 
ing tougher  terms  from 
China,  which  is  desperate 
for  cash  as  it  faces  for- 
eign debt  of  $50  billion, 
up  from  $45  billion  only  a 
year  ago.   World  Bank 
lending  to  China  resumed 
only  last  December  after 
an  18-month  freeze  and 
will  reach  a  mere  $1.5  bil- 
lion this  year.  But  the 
U.  S.  is  threatening  to  cut  its  contri- 
bution. Hotel  projects,  which  had 
been  a  hot  growth  area  of  China's 
economy  before  the  Tiananmen  mas- 
sacre, have  turned  cold.  Those  deals 
are  now  in  default  to  the  tune  of  $2.5 
billion,  say  Hong  Kong  bankers. 

The  result  is  that  many  of  the 
benefits  Deng  Xiaoping  believed  he 
could  win  from  the  outside  world 
when  he  launched  diplomatic  rela- 
tions with  the  U.  S.  more  than  a  de- 
cade ago  are  proving  elusive.  It  is 
now  increasingly  unlikely  that  China 
will  be  able  to  win  membership  in 
the  General  Agreement  on  Tariffs  & 
Trade  (GATT),  one  of  Beijing's  high- 
est priorities.  Nor  is  it  likely  that 
China  will  secure  major  new  flows  of 
credit  to  ease  its  debt  crunch. 

Even  so,  the  Chinese  seem  to  re- 
gard the  international  clamor  as 
largely  bluster.  But  they  may  be 
misreading  the  extent  of  the  global 
toughening  they  face.  In  this  new  era, 
not  only  the  U.  S.  but  the  entire  world  is 
taking  a  more  critical  stance.  Even  if 
China  keeps  its  special  U.  S.  trade  sta- 
tus, there's  no  guarantee  the  pressures 
on  Beijing  will  do  anything  but  mount. 

By  Amy  Borrus  in  Washington  and 
Dinah  Lee  and  Pete  Engardio  in  Hong 
Kong,  with  Karen  Loivry  Miller  in  Tokyo 
and  Joyce  Barnathan  in  New  York 
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SOVIET  UNION  I 


BIG  OIL  MAY  HAVE  HIT 

A  GUSHER— IN  THE  SOVIET  UNIOH 


Shaky  politics  or  no,  Western  companies  are  closing  in  on  several  deals 


Thomas  A.  Russell  wasn't  sure  what 
to  expect  when  he  prepared  to  auc- 
tion off  packets  of  Soviet  geologi- 
cal data  to  oil  companies  in  Houston  last 
month.  The  chairman  of  Professional 
Geophysics  Inc.,  an  oil  services  firm, 
was  worried  that  bidders  would  be 
scared  off  by  the  grim  news  of  the  Sovi- 
et Union's  collapsing  economy  and  labor 
strikes.  But  the  response  was  so  strong 
that  Russell  had  to  find  a  bigger  hall  in 
a  hurry.  With  their  cars  lined  up  for 


et  fields.  Most  have  long  suspected  that 
the  vast  reserves  were  commercially  via- 
ble. They're  getting  their  confirmation 
now  that  the  Soviet  government  is  sell- 
ing once-secret  geological  data. 

At  the  same  time,  the  Soviets  are  ea- 
ger to  make  deals — as  their  desperation 
for  hard  currency  grows.  Oil  exports 
still  bring  in  roughly  half  of  the  coun- 
try's precious  hard-currency  revenues. 
But  the  hard-currency  vise  is  tightening, 
because  of  the  faltering  economy  and 


i 


PROPOSED  OIL  DEALS 

DESPITE  PROBLEMS, 
A  BONANZA  LOOMS 
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blocks,  240  executives  from  200  compa- 
nies came  to  bid  on  14  data  packets  cov- 
ering fields  with  an  estimated  18  billion 
barrels  of  oil. 

Despite  chaos  in  the  Soviet  Union, 
U.  S.  oil  companies  are  now  close  to 
clinching  big  deals  in  the  oil-rich  coun- 
try. One  project  in  Western  Siberia  is 
slated  to  begin  drilling  in  June.  And  af- 
ter several  years  of  delays,  another  in 
Kazakhstan  is  expected  to  be  approved 
in  two  months.  Negotiations  for  eight 
more  joint  ventures  from  the  frigid  Ba- 
rents Sea  to  the  tepid  Caspian  could  be 
completed  by  the  end  of  the  summer. 
NOSEDIVE.  Already,  bars  and  restaurants 
in  Moscow's  business  hotels  are  awash 
with  oil  executives.  "At  times,  this  place 
seems  like  Houston  in  the  late  1970s," 
says  George  E.  Reese,  a  managing  part- 
ner in  the  Moscow  office  of  Ernst  & 
Young,  the  accounting  firm.  To  be  sure, 
the  oil  companies  still  face  some  rough 
going,  given  the  nation's  economic  nose- 
dive and  political  strife.  But  they  are 
driven  by  the  enormous  size  of  the  Sovi- 


because  oil  production  has  plummeted 
by  16%  since  1988,  to  10.5  million  barrels 
a  day.  By  the  end  of  the  year,  exports 
may  drop  by  oO'/c  Many  of  the  Soviet 
Union's  easy-to-reach  oil  reserves  are 
played  out,  and  tapping  the  elusive  ones 
will  require  advanced  technology  that 
only  the  West  has.  "Now,  the  welcome 
mat  is  out,"  says  Alexander  I.  Lisov,  an 
official  at  Moscow's  Oil  &  Gas  Industry 
Ministry. 

If  the  two  pioneering  projects  pan  out, 
the  flush  of  Western  interest  could  turn 
into  a  fever.  On  May  7,  Chevron  Corp. 
announced  it  would  soon  complete  plans 
for  a  joint  venture  to  drill  in  the  Tenghiz 


The  Tengliiz  oil  field  is  huge, 
with  reserves  of  25  billion 

barrels — 2.5  times  as  much 
as  Alaska's  Prudhoe  Bay 


oil  field  in  western  Kazakhstan.  Source 
say  the  project  could  begin  by  July.  D' 
spite  its  heavily  sulphuric  oil,  Tenghiz 
a  huge  trophy,  with  reserves  of  2.5  liil 
lion  barrels,  about  2.5  times  as  much  a: 
Alaska's  Prudhoe  Bay.  Another  jcin 
venture,  White  Knights,  which  include; 
Anglo-Suisse,  a  small  Houston  oil  com 
pany,  and  Phibro  Energy  Inc.,  a  unit  o 
Salomon  Brothers  Inc.,  may  begin  pro 
duction  this  June  in  Western  Siberia. 
JUMPING  HURDLES.  The  two  project; 
point  out  different  approaches  for  deal 
ing  with  the  wrenching  changes  undei 
way  in  the  Soviet  Union.  Chevron,  foi 
example,  has  spent  three  years  jumpini 
hurdles  set  up  by  the  Kremlin,  the  re 
public  of  Kazakhstan,  and  smaller  local 
ities.  Policies  on  taxes,  natural  re 
sources,  and  lines  of  authority  wert 
constantly  shifting.  "Chevron  had  no 
idea  when  they  got  started  they  would 
have  to  endure  so  many 
hardships,"  says  Thane 
Gustafson,  a  Soviet  oi 
expert  at  Cambridge 
Energy  Research  AssO' 
ciates,  who  believes  the 
California  oil  giant  has 
Ijlazed  a  trail.  Chevron 
is  sharing  its  experience 
widely  with  rivals,  says 
Gustafson. 

Anglo-Suisse,  by  con- 
trast, managed  to  slip 
in  and  complete  a  deal 
in  a  mere  seven  months. 
After  making  contact 
with  the  Soviets  a  year 
ago.  President  Gil  E 
Labbe  flew  to  Siberia 
and  Moscow  for  three 
weeks  of  extensive  talks  last  summer. 
Labbe  bypassed  the  Kremlin,  dealing  in- 
stead with  the  Oil  &  Gas  Industry  Minis- 
try and  a  local  oil  production  association. 
By  bringing  along  a  platoon  of  his  own 
consultants  and  geologists,  Labbe  was 
able  to  handle  every  question  without 
making  a  phone  call  back  to  the  U.  S. 
"We  showed  them  we  could  get  things 
done  fast .  .  .  and  they  liked  that,"  says 
Labbe. 

Oil  companies  may  soon  have  to  deal 
with  yet  another  wild  card — restive  Sovi- 
et oil  unions.  They  want  an  arrangement 
similar  to  the  one  that  striking  Russian 
coal  miners  won  on  May  6.  The  Kremlin 
agreed  to  allow  mines  to  become  joint- 
stock  companies  owned  by  the  miners, 
who  will  hang  on  to  a  hefty  chunk  of 
hard  currency  from  exports.  Western  oil 
companies  may  find  that  the  riches  of 
the  Soviet  oil  patch  are  well  worth  the 
hassle  of  cuttmg  another  deal. 

Bi/  Mark  Irey  in  Houston,  with 
Rosema  rie  Boyle  and  Rose  Brady  in 
Moscow,  and  Peter  Galuszka  in  New  York 
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Chances  Are,  Our  Idea  Of  A  Fiche 
And  Yours  Are  Oceans  Apart. 

If  you  think  of 
microfiche  as  a 
musty  medium, 
relegated  to  the 
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chives, then  you 
need  to  dust  off 
your  view  of  what's 
happening  now  at  Anacomp. 
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and  documents  with  the  same  graphics 
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reformatting  and  management, 
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operate  a  massive  "software  engine" 
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capability. 
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EDITED  BY  JOHN  PEARSON 


[AN  MEXICO  EMBRACE 

FHE  U.S.— AT  ARM'S  LENGTH? 


Seasoned  geopolitician  that  he  is,  George  Bush  has  his 
eye  on  much  more  than  a  fistful  of  pesos  in  his  push  for 
a  free-trade  agreement  with  Mexico.  Although  the  basic 
im  of  the  trade  deal  is  to  cement  the  two  nations'  economies, 
;ush  has  another  agenda:  using  trade  as  a  lever  to  realign 
ower  in  the  western  hemisphere.  As  a  first  step,  he  expects  a 
•ade  accord  to  transform  Mexico,  historically  an  opponent  of 
f.  S.  influence  in  the  region,  into  more  of  an  ally.  "Mexico 
Duld  turn  out  to  be  a  kind  of  interlocutor  with  the  rest  of 
atin  America,"  says  Viron  P.  Vaky,  an  expert  on  the  region 
t  the  Carnegie  Endowment  for  International  Peace.  In  fact,  in 
Push's  vision  of  a  new  world  order,  Latin  America  seems 
kely  to  emerge  as  a  test  case  much 
lore  quickly  than  the  Middle  East. 
Bush  is  already  holding  out  the  prom- 
;e,  through  his  Enterprise  for  the 
.mericas  Initiative,  of  negotiating  free 
'ade  with  other  Latin  American  coun- 
•ies  that  reform  their  economies.  And 
lexico,  which  is  also  freeing  up  trade 
ith  countries  such  as  Chile  and  Vene- 
uela,  can  serve  as  a  powerful  model  of 
le  benefits  from  closer  economic  links 
)  the  U.  S.  Beyond  that.  Bush  hopes 
lat  faster  economic  growth  from  Mexi- 
0  to  Chile  will  match  some  of  Asia's 
ynamism  and  help  tilt  the  balance  of 
ower  in  the  Pacific  Basin  back  toward  its  American  rim. 
Mexico's  role  in  such  a  scenario  will  demand  some  fancy 
olitical  and  diplomatic  footwork,  however,  by  President  Car- 
)s  Salinas  de  Gortari.  He  wants  free  trade  primarily  because 
,  offers  the  best  chance  in  decades  to  break  Mexico  out  of 
conomic  stagnation.  But  in  moving  closer  to  the  U.  S.  in 
Dreign  policy,  Salinas  risks  stirring  a  nationalist  backlash  at 
ome.  Recently,  Mexico  has  helped  further  U.  S.  regional  goals 
y  supplying  cheap  oil  to  Nicaragua's  U.  S.-backed  govern- 
lent  and  joining  with  the  U.  S.  to  prod  El  Salvador's  rulers 
nd  rebels  toward  a  settlement.  "It's  a  long  time  since  some- 


thing like  this  was  done  by  the  U.  S.  and  Mexico,"  says  For- 
eign Affairs  Under  Secretary  Sergio  Gonzalez  Galvez. 

To  forestall  charges  by  domestic  opponents  that  he  is  knuck- 
ling under  to  the  gringos,  however,  Salinas  must  assert  Mexi- 
co's traditional  prickly  independence — symbolized  for  three  de- 
cades by  its  defense  of  Cuba  against  U.  S.  pressures.  On  May 
24,  for  example,  Mexico  is  expected  to  abstain,  as  in  the  past, 
rather  than  vote  for  a  U.  S.-backed  proposal  by  the  U.  N.'s 
Economic  &  Social  Council  to  send  a  mission  to  investigate 
human-rights  abuses  in  Cuba.  By  encouraging  other  key  Latin 
American  countries  to  take  a  similar  stand,  Mexico  hopes  to 
avoid  becoming  a  lone  lightning  rod  for  American  hostility 
toward  Fidel  Castro's  regime. 

Right  now,  avoiding  strains  in  U.  S.- 
Mexico relations  is  crucial  because  Con- 
gress will  vote  soon  on  giving  Bush 
"fast  track"  authority  to  negotiate 
trade  agreements.  For  U.  S.  opponents 
of  free  trade,  Salinas'  own  Institutional 
Revolutionary  Party  (PRI)  is  a  target  of 
protests  against  Mexican  human-rights 
abuses  under  its  near-monopoly  rule.  To 
head  off  trouble  from  Cuba,  meanwhile, 
Salinas  is  trying  to  persuade  Castro  to 
loosen  his  harsh  rule — an  effort  that  is 
generating  feverish  telex  traffic  be- 
tween Mexico  City  and  Havana,  says  a 
high-ranking  PRI  insider.  Otherwise,  if  there's  a  U.  S. -Cuban 
flareup,  he  warns,  tensions  between  the  U.  S.  and  Mexico  over 
Cuba  "could  bring  the  honeymoon  to  an  end." 

Barring  such  pitfalls,  Bush's  most  potent  foreign  policy 
lever  at  a  time  of  slimmer  defense  budgets  and  shrinking 
foreign  aid  may  be  trade — led  by  the  pact  with  Mexico.  In 
Bush's  vision  of  a  world  order  built  on  U.  S.  economic  and 
political  values,  the  new  deal  south  of  the  border  seems  likely 
to  prove  a  more  solid  cornerstone  than  the  victory  in  Iracj. 

Bi/  Bill  Javetski  in  Washington  and  Stephen  Baker  in  Mexico 
City,  with  Ruth  Pearson  at  the  U.N. 
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SOUTH  AFRICA 


For  decades.  South  Africa  under 
apartheid  has  basically  been  a  wel- 
fare state  for  whites,  with  minimal  ser- 
vices for  blacks.  Now,  as  apartheid 
laws  are  abolished,  the  ruling  National 
Party  influential  corporate  chieftains 
are  beginning  to  see  the  need  for  a 
massive  shift  of  resources  away  from 
whites  and  toward  blacks. 

It  won't  be  painless.  Parents  of 
white  children  in  state-run  preschool 
facilities,  mostly  in  lower-middle-class 
suburbs,  were  recently  notified  that 
fees  have  been  trebled.  The  aim  is  to 
eliminate  the  disparities  between  high- 
ly subsidized  white  education  and 


schools  run  on  a  shoestring  for  blacks. 

Hoping  to  dampen  widespread  vio- 
lence that  threatens  his  political  re- 
forms, President  Frederik  W.  de  Klerk 
is  launching  a  $750  million  public- 
works  program  to  build  schools,  clinics, 
and  recreational  facilities,  using  labor- 
intensive  methods  to  create  work  for 
some  of  the  5  million  to  7  million  job- 
less. The  easing  of  economic  sanctions 
against  South  Africa  reduces  the  need 
for  its  strategic  oil  reserve,  so  de  Klerk 
plans  to  finance  the  program  by  selling 
oil.  It  could  require  selling  almost  one- 
quarter  of  the  reserve,  estimated  in 
1989  to  total  165  million  barrels. 

Nedbank,  one  of  South  Africa's  "big 
five"  banks,  has  also  been  briefing  of- 


ficials, businessmen,  labor  leaders,  and 
politicians  of  all  hues  on  development 
plans  it  has  been  drawing  up.  They 
include  building  200,000  homes  and  pre- 
paring 400,000  homesites  each  year  for 
five  years,  electrification  of  1  million 
homes,  a  job  corps  of  1  million,  and  a 
new  corporate  tax  to  finance  a  huge 
skills-training  scheme. 

Such  short-term  remedies,  govern- 
ment officials  and  businessmen  con- 
cede, will  do  less  to  strengthen  the 
economy  than  long-term  growth  strate- 
gies. But  the  latter  will  do  no  good, 
they  add,  if  violence  tears  the  society 
apart.  More  and  more  are  turning  to 
plans  for  emergency  programs  as  their 
only  hope  for  survival. 
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THE  RULES,  REGULATIONS  AND  CUSTOMS  OF  130  COUNTRIES 
AROUND  THE  WORLD  AREN'T  FOREIGN  TO  US.  Most  of  AIG's  34,000 
people  are  native  to  the  lands  in  which  they  work.  So  they  have  a  deep  understanding  of  local  laws, 
practices  and  traditions.  They  know  how  to  design  insurance  products  specifically  for  their  own  markets 


and  can  respond  quickly  to  changing  conditions  and  customer  needs.  Together  they  form  a  unique  network 
of  service  capabilities.  Because  the  quality  of  our  services  to  clients  is  a  product  of  the  number 
and  experience  of  our  people.  And  that  is  something  no  one  else  can  match  in  this  fast-changing  world. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270. 
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THE  PROFIT  PICTURE:  TR 

AMONG  THE  VERY  FEW  BRIGHT  SPOTS  ARE  ENERGY  AND  FINANCIAL  SERVICES, 


Anybody  who  thinks  war  is  good 
for  the  economy  will  have  to 
think  again  after  looking  at  cor- 
porate earnings  for  the  first  quarter.  In- 
stead of  shopping  at  the  mall,  visiting  an 
amusement  park,  or  buying  a  new  car, 
most  Americans  remained  glued  to  their 
TV  screens  during  the  Persian  Gulf  con- 
flict. The  reluctance  of  consumers  to 
spend  freely  in  the  midst  of  a  recession 
at  home  and  a  war  abroad  helped  push 
earnings  for  the  900  companies  in 
BUSINESS  week's  Corporate  Scoreboard 
down  9%  from  the  1990  first  quarter. 

The  news  would  have  been  worse  if 
higher  oil  prices  hadn't  lifted  earnings  in 
the  energy  sector.  Without  fuel  compa- 
nies, first-quarter  profits  were  down 
157t'.  Indeed,  4  of  the  15  biggest  earners 
in  the  quarter  were  energy  companies. 
On  the  other  hand,  if  the  automotive 
sector  had  been  excluded,  the  profit  pic- 
ture would  have  been  brighter:  Earnings 
would  have  slipped  just  1%. 
WORSENING  SLUMP.  The  9%  profit  decline 
for  all  industries  wasn't  as  bad  as  the 
12%  decrease  in  corporate  earnings  reg- 
istered during  the  1990  fourth  quarter. 
But  those  numbers  are  a  bit  deceptive, 
because  1990  fourth-quarter  earnings 
were  depressed  when  many  companies 
took  write-offs  to  restructure  their  oper- 
ations and  clean  up  their  balance  sheets. 
On  an  operating  basis,  there's  little  evi- 
dence that  the  earnings  slide  abated  in 
the  beginning  of  this  year.  And  the  cur- 
rent quarter  would  look  even  worse  if 
the  Scoreboard  included  some  huge  one- 
time adjustments  taken  by  a  few  big 
companies.  IBM,  for  instance,  earned 
$532  million,  but  an  accounting  charge 
for  retiree  benefits  resulted  in  a  $1.7 
billion  loss.  Most  such  adjustments  are 
excluded  from  the  Scoreboard,  which 
seeks  to  reflect  operating  results. 

There  were  plenty  of  signs  that  the 
recession  worsened  during  the  first 
quarter.  Sales  grew  a  meager  3% — the 
lowest  rate  since  the  1986  fourth  quar- 
ter. That  compares  with  a  10%  gain  for 
the  fourth  quarter  of  1990.  And  the 
Commerce  Dept.  r '^ported  that  gross  na- 
tional product  declined  2.8%  in  the  first 
iiuarter,  compared  with  a  1.6"  fall  in  the 
I'.'evious  quarter. 

Despite  the  contraction  in  economic 
activity  during  the  first  quarter,  profit 
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margins  began  to  show  some  improve- 
ment. The  average  margin  for  the  Score- 
board companies  was  4.3%  in  the  latest 
quarter.  That  wasn't  as  high  as  the  4.9% 
margin  logged  in  1990's  first  quarter. 
But  it  was  significantly  greater  than  the 
puny  3%  recorded  in  the  write-off- 
plagued  fourth  quarter  of  1990. 

Many  economists  expected  Americans 
to  celebrate  the  U.  S.  victory  in  the  gulf 


with  a  shopping  spree.  But  the  rise  i; 
consumer  confidence  that  followed  tli 
end  of  the  war  has  yet  to  translate  inti 
big  increases  in  spending.  And  to  mak^ 
matters  worse,  companies  that  l.a\i 
been  depending  on  overseas  profits  ti 
bolster  their  earnings  are  now  face( 
with  a  stronger  dollar  and  a  slowdown  ii 
many  foreign  economies.  Says  Paul  Get 
man,  managing  director  of  Regional  Fi.i 


WINNERS  AND  LOSERS 

 THE  INDUSTRIES 

THE  SHARPEST  GAINS       THE  DEEPEST  DROI! 


Percent  change  from 
1990's  first  quarter 


Percent  chong 
1990's  first  q 


MEDICAL  PRODUCTS 

327% 

CARS  8,  TRUCKS 

FINANCIAL  SERVICES 

131 

AIRLINES 

INSTRUMENTS 

56 

STEEL 

TOBACCO 

53 

TRANSPORT.  SERVICES 

COAL 

48 

AUTO  PARTS  &  EQUIPMENT 

OIL  8.  GAS 

47 

TIRE  &  RUBBER 

FOOD  RETAILING 

36 

FOREST  PRODUCTS 

HEALTH  CARE  SERVICES 

31 

APPLIANCES 

FOOD  PROCESSING 

22 

REAL  ESTATE 

DRUGS  &  RESEARCH 

18 

MACHINE  &  HAND  TOOLS 

EATING  PLACES 

18 

SPECIAL  MACHINERY 

COMPUTER  SOFTWARE 

14 

BUILDING  MATERIALS 

DRUG  DISTRIBUTION 

13 

HOTEL  8,  MOTEL 

BEVERAGES 

13 

PAPER  CONTAINERS 

FOOD  DISTRIBUTION 

11 

BROADCASTING 

OT  TO  lOOK 


KGINS  OVERALL  BEGAN  TO  SHOW  SOME  IMPROVEMENT 


lancial  Associates  Inc.,  an  economic 
'orecasting  firm  in  West  Chester,  Pa.: 
'This  year  will  be  one  that  most  execu- 
tes would  rather  forget.  By  compari- 
son, 1992  will  look  fantastic." 

If  not  fantastic,  things  might  at  least 
ook  better  by  the  second  half,  when 
5ome  economists  are  anticipating  a  re- 
wound in  corporate  profits.  "Earnings 
ind  GNP  are  likely  to  decline  in  the  sec- 


ond quarter,  but  we  may  see  a  surpris- 
ing recovery  in  the  third  and  fourth 
quarters,"  says  Stephen  S.  Roach,  senior 
economist  at  Morgan  Stanley  &  Co.  For 
1991  as  a  whole,  Thomas  M.  Doerflinger, 
an  economist  at  PaineWebber  Inc.,  is 
expecting  reported  earnings  for  the 
Standard  &  Poor's  500  composite  to  dip 
1.6%.  For  1992,  Doerflinger  estimates 
that  S&P  500  reported  earnings  will  ad- 


8T-QUARTER  PROFITS 

THE  COMPANIES 


MADE  THE  MOST      WHO  lOST  THE  MOST 


Millions 
of  dollars 

Millions 
of  dollars 

$2,240 

FORD  MOTOR 

$884 

AL  ELECTRIC 

999 

GENERAL  MOTORS 

683 

MORRIS 

942 

CHRYSLER 

341 

712 

HILLS  DEPARTMENT  STORES 

240 

710 

USX 

237 

INT 

590 

AMR 

196 

CHEMICAL 

578 

USAIR  GROUP 

169 

{ON 

557 

UAL 

157 

532 

SHAWMUT  NATIONAL 

117 

DL-MYERS  SQUIBB 

493 

SOUTHEAST  BANKING 

117 

.0 

492 

FEDERAL  EXPRESS 

106 

K 

484 

UNISYS 

98 

WART  STORES 

482 

BANK  OF  BOSTON 

97 

FER  &  GAMBLE 

424 

GOODYEAR  TIRE  &  RUBBER 

90 

iON  &  JOHNSON 

418 

DELTA  AIR  LINES 

84 

vance  14.3%,  thanks  to  strong  consumer 
demand. 

Americans  may  not  have  been  out 
shopping  in  the  first  quarter,  but  they 
found  it  hard  to  ignore  the  soaring  stock 
market.  Financial  services  was  one  of 
the  few  bright  spots.  The  group's  131% 
profit  increase  was  second  only  to  the 
performance  of  medical  products,  which 
turned  in  a  327%  gain,  thanks  partly  to 
an  earnings  turnaround  at  Baxter  Inter- 
national. Among  the  financial-services 
companies  with  strong  first-quarter  per- 
formances were  Merrill  Lynch,  up  338%; 
PaineWebber,  ahead  193%;  and  Charles 
Schwab,  up  1857f . 

Besides  medical  products  and  financial 
services,  groups  that  did  well  in  the  first 
quarter  were  instruments,  with  a  56% 
gain;  tobacco,  with  a  53%  increase;  coal, 
ahead  48%;  oil  and  gas,  up  47%;  and  food 
retailing,  which  posted  a  367c  gain. 

Eagerly  awaiting  the  return  of  buyers 
are  the  car  and  truck  manufacturers, 
which  collectively  lost  $1.9  billion — more 
than  any  other  group — in  the  first  quar- 
ter. Ford  Motor  lost  the  most  of  any 
company — $884.4  million.  Reporting  the 
second-largest  loss,  $683  million,  was 
General  Motors.  Winning  third  place  in 
this  dismal  race  was  Chrysler,  with  $341 
million.  Analysts  expect  that  the  Big 
Three,  battered  by  weak  prices  and  slug- 
gish sales,  will  all  report  losses  for  the 
full  year  for  the  first  time  since  1980. 

Faring  almost  as  poorly  as  the  auto 
companies  were  the  airlines.  The  war 
nearly  brought  international  air  travel  to 
a  halt,  while  higher  fuel  prices  drove  up 
operating  costs.  As  a  group,  airlines  lost 
$689.9  million — more  than  any  sector  ex- 
cept cars  and  trucks.  American  Airlines 
was  the  hardest  hit,  with  a  $196  million 
loss  in  the  quarter.  It  was  joined  on  the 
list  of  companies  that  lost  the  most  by 
US.\ir,  $168.7  million;  UAL,  $157  million; 
and  Delta  Air  Lines,  $84.1  million. 
AWASH.  Despite  the  end  of  the  war,  busi- 
ness travelers  have  yet  to  make  a  full- 
scale  return  to  the  skies.  But  those  carri- 
ers that  can  survive  the  recession  and 
the  industry  shakeout  should  benefit 
from  increased  demand  next  year.  Paul 
Nisbet,  an  analyst  with  Prudential  Secu- 
rities Group  Inc.,  expects  that  even  with 
a  slow  economic  recovery,  traffic  for 
the  major  airlines  will  rebound  by  9.7% 
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in  1992  after  declining  S.V.'''(  this  year. 

Carmakers  and  airlines  weren't  the 
only  ones  awash  in  red  ink  in  the  first 
quarter.  The  steel  group  had  an  $88.4 
million  deficit,  followed  by  transporta- 
tion services,  with  a  $69.9  million  loss; 
auto  parts  and  equipment  makers,  which 
gave  up  $65.5  million;  and  tire  and  rub- 
ber companies,  with  a  $64.7  million  loss. 

Even  industries  that  had  been  holding 

up  fairly  well — broadcasting  and  enter- 
tainment— reported  lower  earnings  in 
the  first  quarter.  Although  the  gulf  war 
boosted  TV  viewership,   that  increase 
didn't  flow  to  the  bottom  line  for  the 
networks.  Weak  ad  revenues  and  the 
high  costs  of  covering  the  war  led  to  a 
477f  profit  decline  for  the  broadcast 
group.  Capital  Cities/ ABC  reported  a  45% 
drop,  while  earnings  fell  88%  at  CBS. 

Profits  of  the  entertainment  group  fe 
37%.  At  Walt  Disney,  lower  theme-par 
attendance  pushed  earnings  down  29/> 
"It  turns  out  that  Mickey  Mouse  is  a 
vulnerable  to  the  business  cycle  as  an\ 
body  else,"  says  Getman.  Like  Presiden 
■  Bush's  economic  advisers,  Mickey  is  hoj. 
ing  the  recession  will  end  by  the  seconi  [ 
half  of  the  year.  , 
By  Monica  Roman  in  New  YorM 

CORPORATE  SCOREBOAR[ 


FIRST  QUARTER  1991 


SLOSSARY 

tales:  Includes  all  sales  and  other  operating 
evenues.  For  banks,  includes  all  operating 
evenues. 

'rofits:  Net  income  before  extraordinary 
terns  and  discontinued  operations.  For  banks, 
jrofits  ore  net  income  after  security  gains  or 
osses. 

Margins:  Net  income  before  extraordinary 
terns  as  percent  of  sales, 
leturn  on  invested  capital:  Ratio  of  net 
ncome  before  extraordinary  items  and 


discontinued  operations,  plus  minority  interest 
and  interest  expenses  adjusted  by  tax  rate 
(all  for  most  recent  12  months),  to  latest 
available  total  funds  invested  in  company. 
Return  on  common  equity:  Ratio  of  net 
available  for  common  stockholders  (most 
recent  12  months)  to  latest  available  common 
equity,  which  includes  common  stock,  capital 
surplus,  retained  earnings. 
Price-earnings  ratio:  Based  on  Apr.  26 
stock  price  and  earnings  for  latest  12 
months. 


Growth  in  common  equity:  Annual 
percentage  growth  in  common  equity  for 
latest  5-year  period. 

Growth  in  earnings  per  share:  Annual 

percentage  growth  in  earnings  per  share, 

including  all  common  stock  equivalents  for 

latest  5-year  period. 

Market  value:  Latest  available  shares 

outstanding  times  stock  price  on  Apr.  26, 

1991. 

Earnings  per  share:  For  latest  12  months 
includes  all  common  stock  equivalents. 
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5-YEAR  GROWTH 
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1991 
$  MIL 


CHANGE 
FROM 
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1ST 
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SHARE 


MARKET 

VALUE  12 

SHARES  MONTHS' 

OUTSTANDING  EARNINGS 

4-26  PER 

$  MIL  SHARE 


ALL-INDUSTRY 


COMPOSITE 

940304.3 

3 

40099.2 

-9 

4.3 

4.9 

9.2 

1 1.5 

19 

6 

10 

2773260 

2.14 

AEROSPACE 

INDUSTRY  COMPOSITE 

24918.1 

0 

693.9 

-15 

2.8 

3.3 

10.0 

1 1.4 

12 

7 

5 

34138 

3.27 

Boeing 

6091.0 

-5 

309.0 

2 

5.1 

4.7 

18-7 

20.0 

1 1 

9 

14 

15847 

4-04 

GenCorp(i) 

433.0 

24 

-2.0 

NM 

NM 

6.6 

11.3 

13.4 

9 

-33 

-2 

234 

0.84 

General  Dynamics 

2301.0 

-8 

57.0 

-8 

2.5 

2.5 

NM 

-42.7 

NM 

7 

NA 

1521 

-15.46 

Grumman 

881.6** 

2 

22.5 

37 

2.6 

1.9 

9.0 

10.1 

6 

7 

1 

512 

2.66 

Kaman 

195.0** 

-4 

3.8 

-11 

2.0 

2-1 

7.9 

9.7 

8 

10 

-8 

157 

1.03 

Lockheed 

2236.0 

-1 

54.0 

-22 

2.4 

3.1 

10,0 

13-9 

8 

8 

-31 

2710 

5-06 

Martin  Marietta 

1400.4 

-1 

71.1 

6 

5.1 

4.7 

16-3 

21.5 

8 

17 

1 1 

2694 

6.62 

McDonnell  Douglas 

4318.0 

13 

58.0 

NM 

1.3 

0.0 

10.6 

9.5 

6 

6 

-1 

1867 

8.68 

Northrop 

1246.8 

-2 

39.3 

-59 

3.2 

7.5 

12.0 

14.9 

7 

2 

12 

1 109 

3.28 

Rohr  Industries  IS) 

301.0 

32 

5.7 

NM 

1.9 

0.0 

NM 

5-1 

18 

9 

-65 

381 

1.23 

Sundstrand 

402.9 

4 

23.7 

-14 

5.9 

7.1 

14.2 

17.9 

1 1 

0 

18 

1230 

3.07 

Thiokol  (6) 

307  9 

8 

1 1.6 

10 

3.8 

3-7 

9.6 

16-1 

7 

NA 

NA 

319 

2.45 

United  Technologies 

4803.5** 

0 

40.2 

-70 

0.8 

2.8 

9.9 

11-6 

9 

7 

51 

5558 

5.11 

I  AUTOMOTIVE 


INDUSTRY  COMPOSITE 

65288.5 

-8 

-2081.6 

NM 

NM 

2.1 

-1.2 

-5.9 

NM 

6 

-13 

52594 

-2.19 

a)CARS&  TRUCKS 

GROUP  COMPOSITE 

57694.1 

-8 

-1951.4 

NM 

NM 

2.1 

-1.5 

-6.7 

NM 

7 

-17 

42867 

-2.80 

Chrysler 

5800.0** 

-24 

-341.0 

NM 

NM 

0.9 

4.1 

-5.0 

NM 

10 

-43 

3114 

-1,52 

Ford  Motor 

21341-0 

-10 

-884.4 

NM 

NM 

2,1 

NM 

-2.5 

NM 

14 

-9 

15435 

-1.10 

General  Motors 

29187.0** 

-2 

-683.0 

NM 

NM 

2,4 

NM 

-11.5 

NM 

2 

NA 

22028 

-6.39 

Navistar  International  |2| 

842-0 

-5 

-38.0 

NM 

NM 

NM 

NM 

-10.5 

NM 

14 

NA 

938 

-0.23 

Paccar 

524.1 

-26 

-5.0 

NM 

NM 

3,6 

9.1 

3,3 

42 

9 

14 

1352 

0.96 

b}PARTS&  EQUIPMENT 

CROUP  COMPOSITE 

4761.5 

-9 

-65.5 

NM 

NM 

2.2 

3.3 

0.8 

NM 

0 

-3 

6152 

0.17 

Arvin  Industries 

383.7 

-3 

-1.2 

NM 

NM 

0,6 

6,5 

5,7 

19 

10 

-19 

421 

1,18 

Cummins  Engine 

811.5 

-6 

-34,3 

NM 

NM 

1,0 

NM 

-39,6 

NM 

-8 

NA 

560 

-14,92 

Dona 

1104.2 

-17 

2.1 

-91 

0.2 

1,7 

7.8 

5.3 

23 

-1 

0 

1277 

1,34 

Eagle-Picher  Industries  {1| 

138.4 

-17 

-3.4 

NM 

NM 

3.4 

NM 

NM 

1 

NA 

2 

23 

2.81 

Eaton 

818.0 

-13 

-14.0 

NM 

NM 

5.3 

7.8 

9.2 

20 

-3 

7 

1996 

2.96 

Echlin  |4| 

397.7 

6 

7.1 

8 

1.8 

1.8 

6.2 

6.8 

13 

17 

-6 

607 

0.82 

Federal-Mogul 

320.6 

14 

-0.9 

NM 

NM 

1.7 

2.8 

-0.6 

NM 

-8 

-15 

351 

-0,06 

Masco  Industries 

315.1 

-19 

-9.1 

NM 

NM 

0.3 

NM 

-10.5 

NM 

20 

NA 

282 

-0.58 

Modine  Mfg.  (9) 

122.5 

13 

2.0 

-71 

1.6 

6.4 

1 1.2 

14.8 

10 

1 1 

5 

301 

2.04 

Smith  (A.  O.) 

200.0 

-16 

-0.9 

NM 

NM 

2,1 

7.9 

7.5 

8 

3 

-1 

169 

2.67 

Standard  Products  |6) 

149.7 

-4 

-13.0 

NM 

NM 

1,2 

-2.3 

-8.1 

NM 

10 

-6 

165 

-1.19 

c)  TIRE  &  RUBBER 

GROUP  COMPOSITE 

2832.9 

-6 

-64.7 

NM 

NM 

1.5 

0.2 

-O.l 

NM 

-7 

21 

3575 

0.04 

Bandog 

125.1 

-2 

13.1 

-17 

10.5 

12.3 

30.0 

32.3 

18 

7 

18 

1335 

5.36 

Cooper  Tire  &  Rubber 

207.9 

0 

12.3 

-10 

5.9 

6.6 

12.7 

17.2 

15 

16 

30 

954 

1.58 

Goodyear  Tire  &  Rubber 

2500.0 

-7 

-90.1 

NM 

NM 

0.6 

-2.2 

-6.9 

NM 

-9 

NA 

1287 

-2.49 

1)  First  quarter  ending  Feb.  28.  (2)  First  quarter  ending  Jon. 

31.  (3)  Second  quarter 

ending 

Mar.  31. 

(4)  Second  quarter  endir 

g  Feb.  28. 

(5)  Second  quarter 

endin< 

Jon.  31.  (6)  Third  quarter 

ending  Mar.  31.(7)  Third  quarter  ending 

Feb.  28.  (8)  Third  quarter 

ending  Jan.  31.  (9)  Fourth  quarter  ending  Mar. 

31.  (10)  Fourth  quarter  ending 

Feb.  28.  (1 1)  Four 

th  quarter  ending  Jan.  3 1 . 

*Sales  include  excise  taxes.  **Sales  inc 

ude  other  income.  * 

**Sa 

es  include  excise 

taxes  and  other 

ncome.  TRevenues  from 

some  mojo 

r  subsidiaries  ore  not  included  in  conso 

idated  sales; 

parent's  shore  of  earnings  is  included  in  profits.  NA  =  not  ovoiloble.  NM  =  not  meaningful.  Earnings  per  shore  ore  for  latest  1  2  months,  not  necessarily  for  end  of  most  recent  fiscal  year; 
they  include  all  common  stock  equivalents  but  exclude  extroordinary  items.  DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 
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WHEN  YOUR  EMPLOYEE  IS  ON  THE  TABLE, 
YOU'RE  COUNTING  THE  MINUTES. 
BUT  WHO'S  COUNTING  THE  DOLLARS? 


I'DS  is  a  reirislrml  trademark  of  Klfrlroriir  Data  Systems  Corpora ti())i.  ©1991  EDS 


Ciii  iiii^  <1<-C|)I)'  ahoiil  voiit  cniploNccs  <ni<l  hciiii;  (oiu  cnicd  <il)<)Ul  the  skyixx  kctiiisf 
costs  ()(  liciillh  (  .lie  is  a  ( oiiuikIt  iini  loi  iiiaiiv  ( orporatioiis.  Tlu-  (  ()m|jaiiy  llial 
lnuls  wavs  lo  iiu  icasi'  llic  ( ommilTiiciit  (licv  make  lo  llicir  pi'opk'  wliilc  c oiiliolliiig 
llic  cost  ol  iliat  toiiiinitiiK-iil,  is  ilic  conipaiiy  willi  tlu'  coiiipt-litivf  t-dgc.  KDS  has 
helped  a  variety  of  companies  atqiiire  tliis  coinjietitive  edge  with  innovative 
applications  of  infoi  inalion  teclmology. 

ARE  YOUR  NEEDS  UNIQUE? 

EDS  has  a  well-known  record  of  developing  systems  and  software  for  a 
hiisiness's  individual  needs — not  t)ff-the-shelf ,  one-si/e-f Its-all  solutions. 
In  fact,  no  one  else  has  as  much  systems  development  experience  in  as  many 
business  areas  as  EDS. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 

For  over  28  years  we've  been  making  hardware,  software,  communications, 
process  and  people  work  together  seamlessly.  You  won't  find  an  information 
technology  company  with  a  longer  or  bettei  record  of  lesults. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 

Information  that  helps  you  achieve  your  business  goals  is  valuable.  Information 
for  infoi  Illation's  sake  is  not.  EDS  can  help  evaluate  your  infomiation  technology 
to  make  sure  you  get  more  of  the  f  ormer  and  less  of  the  latter. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 

We  provide  systems  management  for  giant  industry  leaders  and  small 
companies  on  their  way  to  becoming  leaders.  .So  we  can  help  manage  your 
information  systems  a  little  or  a  lot.  We  work  closely  with  your  people,  to  add 
resources  and  new  technology,  and  to  provide  flexibility,  so  you  can  focus  on 
your  core  business. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 

Keeping  yoiu'  eyes  on  the  changing  business  environment  has  never  been 
more  important.  And  even  though  you  can't  control  change,  you  can  take 
advantage  of  it  with  EDS.  To  learn  nioit-  about  how  we  might  help  you,  write 
EDS,  7171  Forest  lane,  BWIO.  D.Mas,  TX  7,V23().  Or  call  (214)  490-2000,  ext.  210. 
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COMPANY  SAiES   PROFITS   RETURN 


MARGINS  5-TEAR  GROWTH  market 


VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

'  1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS 

QUARTER 

FROM 

QUARTER 

fROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNING 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

PE 

EQUITY 

SHARE 

4  26 

PER 

$  MIL 

$  MIL. 

4  26 

i  MIL, 

SHARE 

3 BANKS 

INDUSTRT  COMPOSITE 

54925.5 

-9 

2512.9 

-22 

4.6 

5.4 

14.4 

8.7 

17 

10 

-9 

111 666 

1.72 

(a)BANKS-EA$T 

GROUP  COMPOSITE 

29475.8 

-15 

948.7 

-29 

3.2 

3.9 

12.9 

2.6 

39 

7 

-9 

46032 

0.68 

DunK  Or  DOSTOn 

1076.7 

—43 

-96.5 

NM 

NM 

2.3 

NM 

-40.9 

NM 

4 

NA 

589 

-8.05 

Donk  oi  N6W  Tork 

1 168.7 

-12 

—63.3 

NM 

NM 

7.7 

16.9 

4.4 

1  7 

32 

-33 

1877 

1.60 

Bankers  Trust  New  York 

1845.0 

-1 1 

160.0 

-19 

8.7 

9.6 

47.5 

23  5 

Q 

1 8 

3803 

7  29 

BayBanks 

258.7 

-4 

1.0 

NM 

0.4 

NM 

NM 

-1 1.3 

NM 

10 

NA 

290 

-3.44 

Chase  fVianhattan 

3 1 1 3.0 

—  17 

1 1 7.0 

1 66 

3.8 

1 .2 

NM 

-8.9 

NM 

1 

NA 

2453 

-2.74 

Chemical  Banking 

1780.9 

-14 

87.0 

-43 

4.9 

7.3 

22.6 

4.9 

13 

4 

-17 

1897 

1.62 

Citicorp 

8075.0 

-25 

70.0 

-70 

0.9 

2. 1 

10.0 

0.2 

NM 

4 

-29 

5300 

0.04 

CoreStates  Financial 

624.2 

_] 

50.8 

-18 

8.1 

9  8 

15  9 

7  0 

2 1 

]  7 

2138 

1  90 

First  Fidelity  Boncorporotion 

736.9 

_5 

56. 1 

1 66 

7  6 

2  7 

1  2 

1 5 

1 535 

0  25 

Fleet/Norstar  Financial  Group 

924.1 

-15 

25.5 

NM 

2.8 

NM 

NM 

3.5 

40 

36 

NA 

2699 

0.62 

KeyCorp 

506.7 

23 

38.9 

7 

7.7 

8.8 

16.6 

14.0 

9 

17 

6 

1376 

3.52 

Manufacturers  Hanover 

1846.0 

-5 

78.0 

-19 

4.2 

5.0 

21.7 

2.5 

28 

0 

-28 

1939 

0.95 

Mellon  Bank 

796.0 

-6 

68.0 

5 

8.5 

7.7 

18.5 

9.6 

1 1 

-6 

-17 

1302 

2.72 

Meridian  Bancorp 

298.3 

-6 

20.3 

-23 

6.8 

8.3 

12.5 

6.2 

16 

14 

-10 

700 

1.05 

Midlantic 

540.7 

-13 

-22.9 

NM 

NM 

0.2 

NM 

-18.2 

NM 

15 

NA 

310 

-5.85 

Morgan  (J.  P.) 

2697.0 

7 

273.0 

62 

10.1 

6.7 

33.7 

18.1 

11 

1 

4 

9608 

4.52 

PNC  Financial 

1164.7 

-3 

88.4 

19 

7.6 

6.2 

NM 

3.2 

40 

18 

-21 

3380 

0.89 

Republic  New  York 

678.6 

8 

54.7 

23 

8.1 

7.0 

17.5 

13.9 

11 

10 

-27 

2090 

5.58 

Shawmut  National 

649  0 

-13 

-116.7 

NM 

NM 

4.3 

NM 

-24.6 

NM 

20 

NA 

488 

-3.86 

State  Street  Boston 

378.1 

25 

57.5 

108 

15.2 

9.1 

35.6 

21.2 

12 

16 

14 

1700 

3.98 

UJB  Financial 

317.5 

2 

1.9 

-92 

0.6 

7.9 

NM 

-3.9 

NM 

26 

NA 

558 

-0.69 

|b)BANKS- MIDWEST 

GROUP  COMPOSITE 

8622.6 

-2 

677.7 

6 

7.9 

7.3 

19.2 

12.2 

11 

12 

8 

26181 

2.76 

AmeriTrust 

291.4 

-4 

1 1.6 

NM 

4.0 

NM 

NM 

-6.8 

NM 

-4 

NA 

565 

-1.06 

Banc  One 

936.4 

15 

120.7 

19 

12.9 

1 2.5 

19.0 

15.3 

13 

28 

1  1 

5996 

2.81 

Boatmen's  Bancshares 

404.0 

1 1 

34.6 

7 

8.6 

8.9 

19.6 

12.0 

10 

24 

—4 

1370 

3.96 

Comerica 

355.2 

7 

35.4 

5 

10.0 

10.1 

19.5 

17.1 

8 

10 

18 

969 

7.53 

Continental  Bonk 

634.0 

-29 

35.0 

-43 

5.5 

6.9 

31.4 

2.3 

40 

10 

5 

671 

0.34 

First  Bonk  System 

467.2 

-17 

40.7 

43 

8.7 

5.1 

15.2 

11.6 

12 

-7 

-14 

1462 

1.61 

First  Chicago 

1267.5 

-12 

49.5 

-28 

3.9 

4.7 

18.9 

8.4 

8 

7 

5 

1617 

3.05 

First  of  America  Bank 

356.4 

8 

28.9 

-12 

8.1 

9.9 

13.3 

13.5 

8 

27 

4 

959 

3.17 

Huntington  Bancshares 

302.7 

0 

25.6 

-8 

8.5 

9.2 

20.1 

10.8 

1 1 

19 

8 

917 

1.47 

Manufacturers  National 

301.5 

10 

27.6 

26 

9,1 

8.0 

25.7 

15.4 

8 

14 

17 

912 

7.44 

Michigan  National 

279.1 

-10 

2.4 

-88 

0.9 

6.5 

NA 

4.1 

13 

14 

14 

391 

2.05 

National  City 

669.3 

-1 

51.4 

-20 

7.7 

9.6 

18.9 

13.7 

10 

22 

7 

2088 

3.65 

NBD  Bancorp 

659.8 

1 

65.9 

-1 

10.0 

10.2 

22.4 

14.7 

1 1 

14 

13 

2891 

3.74 

Nortriern  Irust 

327.6 

5 

31.0 

20 

9.5 

8.3 

NA 

19.2 

12 

10 

26 

1 273 

3.22 

Norwest 

961.2 

16 

77.0 

13 

8.0 

8.3 

17.0 

18.8 

10 

6 

23 

2746 

2.79 

Society 

409.3 

—4 

40  4 

7 

9.9 

8.8 

23.6 

1 5.7 

9 

1 4 

9 

1356 

4.77 

/  iDAUI#C     CAIITU  0  CAIITUEACT 

(c]  HANKS  -  >OUTH  CH  90UTncA9T 

GROUP  COMPOSITE 

7574.5 

2 

330.3 

-32 

4.4 

6.5 

19.4 

7.7 

15 

18 

4 

19631 

1.75 

Barnett  Banks 

843.7 

8 

18.3 

18 

2.2 

2.0 

NA 

6.6 

16 

16 

-4 

1701 

1 .64 

(.as/sovran 

1280.0 

-1 

30.8 

-72 

2.4 

8.4 

17.0 

4.8 

20 

34 

-8 

2729 

1.01 

Crestar  Financial 

305  2 

2 

12.0 

-56 

3.9 

9. 1 

22.4 

6.0 

1 4 

10 

-3 

607 

1.38 

Dominion  Bankshares 

262.9 

—4 

5  5 

2  1 

—3.5 

1 8 

475 

-0.50 

First  Union 

1041 . 1 

8 

80.8 

4 

7.8 

8.0 

22.0 

10.8 

8 

16 

2 

2224 

2.52 

First  Wachovia 

623.5 

3 

75.6 

6 

12.1 

1 1.8 

31.1 

15.6 

13 

1 4 

9 

3963 

4.30 

NCNB 

1703.0 

5 

128.4 

—8 

7.5 

8.7 

25.9 

1 1.3 

1 1 

25 

12 

3806 

3.27 

Signet  Banking 

342.1 

-3 

6.4 

-76 

1.9 

7.7 

21.5 

2.8 

18 

13 

-2 

366 

0.78 

Southeast  Banking 

319.5 

-25 

-116.6 

NM 

NM 

NM 

NM 

-45.7 

NM 

5 

NA 

182 

-7.77 

SunTrust  Banks 

853.4 

2 

89.0 

1 

10.4 

10.5 

19.1 

15.3 

10 

15 

1  1 

3629 

2.76 

(diBANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

9252.6 

-1 

556.2 

-28 

6.0 

8.3 

11.4 

10.2 

11 

9 

-1 

19822 

3.46 

Bancorp  Hawaii 

259.1 

23 

26.3 

17 

10.2 

10.7 

16.8 

16.3 

11 

16 

18 

1108 

5.59 

BankAmerica 

3113.0 

6 

282.0 

29 

9.1 

7.4 

14.6 

15.4 

9 

1 1 

NA 

8161 

4.15 

First  City  Boncorporotion  of  Texas 

296.3 

-40 

-71.2 

NM 

NM 

18.3 

-29.0 

-49.0 

NM 

NA 

NA 

73 

-18.58 

First  Interstate  Bancorp 

1357.8 

-10 

59.6 

-39 

4.4 

6.5 

14.8 

14.7 

6 

-3 

-7 

2355 

5.94 

Security  Pacific 

2432.5 

-3 

96.5 

-49 

4.0 

7.5 

9.7 

0.7 

NM 

14 

0 

3289 

0,20 

Valley  National 

277.0 

0 

110 

NM 

4.0 

0.2 

NM 

4.0 

23 

-4 

-38 

419 

0.90 

Wells  Fargo 

1517.0 

7 

152.0 

-5 

10.0 

1 1.3 

NA 

23.0 

7 

15 

37 

4417 

13.20 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

35321.3 

2 

2145.4 

-12 

6.1 

7.1 

11.0 

14.8 

13 

7 

41 

101382 

3.01 

Air  Products  &  Chemicals  |3| 

754.7 

6 

65.8 

9 

8.7 

8.5 

9.7 

14.0 

14 

8 

53 

3496 

4.42 

American  Cyanamid 

1312.8 

14 

104.8 

8 

8.0 

8.4 

5.1 

4.5 

46 

10 

2 

5453 

1.26 

Arco  Chemical 

682.0 

0 

52.0 

-37 

7.6 

12.0 

9.9 

15.8 

14 

16 

NA 

3919 

2.89 

Betz  Laboratories 

163.4 

14 

18.3 

19 

11.2 

10.7 

20.2 

28.9 

25 

1 

14 

1556 

2.22 

Cabot  (3) 

410.8 

2 

15.5 

NM 

3.8 

NM 

6.9 

10.0 

16 

-6 

4 

840 

2.12 

Footnotes  on  page  69 


7?     'SINES3  WEEK/MAY  ?0.  1991  CORPORATE  SCOREBOAR 


This  business  has  trouble  with  their  800  service. 


This  truck  should  be  filled  with  shipments.  But 
something  has  happened  to  this  catalog  company's  800 
service.  Now  they  can't  get  their  calls.  And  all  they  can 
do  is  wait. 

If  only  they  had  AT&T  800  Service,  they  d  be 
automatically  protected  by  the  AT&T  800  Assurance 
Policy* 

If  trouble  hits,  and  you  can't  get  800  calls,  AT&T 
guarantees  to  get  you  back  in  touch  with  your  customers 
within  30  minutes.  We  can  reroute  your  calls  to  any 


working  phone  ( )r  provide  you  with  a  customized 
recorded  annc Hincement. 

With  A'l&T.  Nour  800  service  is  guaranteed.  Your 
business  is  protected.  With  another  800  service, 
who  know  s? 

Better  service,  better  results. 
Another  AJM^  advantage. 

I'or  more  information,  call  your  AT&T  Account 
Executive  or  1 800  222-0400. 


©  1991  AT&T  "Applies  to  all  domestic  800  services,  except  Intrastate  basic. 


AT&T 

The  right  choice. 


COMPANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  maRKEI 

VALUE  12 


IST 

CHANGE 

IST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

QUARTER 

COMMON 

\J\J\  J  \  f\rtViri\j 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-26 

PER 

$  MIL 

$  MIL. 

% 

4-26 

% 

$  MIL 

SHAPE 

Dexter 

237.5 

4 

6.9 

-31 

2.9 

4.4 

9.7 

1 1.6 

13 

8 

8 

519 

1.62 

Dow  Chemical 

4948.0** 

1 

578.0 

25 

1  1.7 

9.4 

14.0 

17.1 

9 

14 

80 

13263 

5.52 

Du  Pont 

9679.0*** 

3 

590.0 

-4 

6.1 

6.5 

1 1.0 

14.1 

12 

6 

18 

27296 

3.38 

Engelhard 

628.7** 

-5 

21.1 

43 

3.3 

2.2 

1 1.5 

10.8 

16 

6 

7 

1219 

1.72 

Ethyl 

653.9 

7 

52.9 

1 

8.1 

8.6 

13.0 

22.2 

15 

4 

15 

3520 

1.96 

Ferro 

262.9 

-6 

2.9 

-52 

I.l 

2.1 

5.2 

5.5 

37 

3 

17 

480 

0.68 

First  Mississippi  |6| 

131.2 

12 

1.8 

42 

1.4 

1.1 

6.6 

3.0 

34 

4 

-19 

187 

0.28 

Freeport-McMoRan 

406.7 

4 

34.0 

-85 

8.4 

55.9 

9.4 

20,5 

18 

-13 

38 

2025 

1.73 

Fuller  (H.  B.)(il 

202.1 

1  1 

3.7 

NM 

1.8 

0.1 

11.3 

12.5 

17 

12 

4 

403 

2.68 

Georgia  Gulf 

235.5 

-6 

17.1 

-54 

7.3 

14  9 

40.7 

NM 

8 

75 

38 

590 

2.24 

Goodrich  (B.  F.) 

577.7 

-2 

-2.9 

NM 

NM 

2.7 

7.5 

7.1 

1 1 

14 

67 

925 

3.47 

Grace  (W.  R.) 

1643.0 

9 

30.8 

-6 

1.9 

2.2 

8.6 

10.5 

13 

-1 

18 

2711 

2.34 

Great  American  Management  |5) 

41 1.5 

-14 

-10.8 

NM 

NM 

NM 

12.0 

6.9 

10 

15 

250 

355 

3.28 

Great  Lakes  Chemical 

319.2 

27 

38.7 

13 

12.1 

13.6 

23.8 

19.5 

19 

33 

4C 

2733 

4.13 

Hanna(M.  A.) 

257.9 

-4 

5.3 

48 

2.1 

1.3 

9.9 

10.2 

1 1 

19 

6 

616 

2.10 

Hercules 

768.4 

0 

32.5 

-4 

4.2 

4.4 

5.4 

4.9 

18 

5 

-9 

1714 

2.00 

IMC  Fertilizer  Group  (6) 

286.1 

1 

18.6 

10 

6.5 

5.9 

8.8 

10.6 

12 

NA 

NA 

1 126 

3.46 

Lubrizol 

374.4 

5 

35.3 

21 

9.4 

8.2 

24.3 

26.4 

10 

7 

24 

1908 

5.56 

Lyondell  Petrochemical  " 

1624.0 

9 

99.0 

27 

6.1 

5.2 

55.4 

359.0 

5 

NA 

NA 

1750 

4.71 

Monsanto 

2223.0 

-3 

166.0 

-14 

7.5 

8.5 

10.0 

12.7 

16 

3 

15 

7987 

4.07 

Morton  International  (61 

517.7 

16 

40.3 

3 

7.8 

8.7 

1 1.6 

13.2 

17 

NA 

NA 

2417 

2.90 

Naico  Chemical 

292.2 

5 

31.4 

6 

10.8 

10.7 

17.5 

47.9 

18 

-10 

16 

2235 

3.49 

NL  Industries 

225.0 

-1 

-39.3 

NM 

NM 

10.9 

5.2 

75.4 

32 

-41 

-13 

889 

0.44 

Olin 

561.0 

-12 

-59.0 

NM 

NM 

5.0 

NM 

-2.4 

NM 

-3 

10 

841 

-0.77 

Quantum  Chemical 

740.2* 

9 

19.5 

236 

2.6 

0.9 

5.7 

NM 

1 1 

NA 

-2 

382 

1.25 

Rexene 

130.9 

1 

-11.3 

NM 

NM 

0.2 

0.5 

NM 

NM 

NA 

NA 

74 

-0.28 

Rohm  &  Haas 

679.7 

-2 

41.3 

-24 

6,1 

7.8 

1 1.0 

15.7 

13 

7 

10 

2605 

2.91 

Schulman  (A.)  |4| 

194.3** 

22 

9.9 

24 

5.1 

5.0 

16.3 

17.5 

18 

23 

26 

716 

2.01 

Sterling  Chemicals  oi 

147.2 

26 

7.1 

-35 

4.8 

9.3 

35.2 

63.0 

4 

98 

-8 

282 

1.36 

Union  Carbide 

1857.0 

-3 

83.0 

-12 

4.5 

4.9 

8.1 

12.3 

9 

1 

22 

2262 

2.11 

Vista  Chemical  13) 

191.6 

4 

18.2 

12 

9.5 

8.8 

15.8 

NM 

13 

NA 

39 

525 

3.83 

Wellman 

191.6 

-8 

10.3 

-42 

5.4 

8.6 

10.8 

13.8 

12 

84 

39 

647 

1.66 

Witco 

398.3 

1 

16.7 

15 

4.2 

3.7 

9.2 

1 1.9 

13 

7 

-3 

866 

3.06 

5  CONGLOMERATES 


INDUSTRY  COMPOSITE 

44642.6 

0 

1374.8 

-36 

3.1 

4.8 

13.0 

14.8 

14 

4 

18 

112010 

2.99 

AIco  Standard  (3| 

1106.0** 

2 

18.3 

-27 

1.7 

2.3 

9.8 

11.3 

15 

10 

9 

1250 

2.00 

Allied-Signal 

2903.0 

-5 

63.0 

-51 

2.2 

4.2 

10.2 

1 1.7 

10 

-8 

2 

3923 

2.91 

Dart  Group  111) 

302.5** 

8 

0.1 

-99 

0.0 

1.7 

6.1 

3.0 

17 

7 

16 

129 

4.36 

Figgie  International 

314.5 

-8 

6.3 

-48 

2.0 

3.6 

7.9 

9.6 

9 

8 

9 

346 

1.95 

Fuqua  Industries 

210.7 

-14 

-14.8 

nm' 

NM 

2.4 

-0,4 

-7.5 

NM 

10 

NA 

171 

-1.36 

General  Cinema  (2| 

566.2** 

10 

28.9 

43 

5.1 

3.9 

7,6 

7.3 

14 

35 

5 

1603 

1.63 

General  Electric 

13139.0 

6 

999.0 

5 

7.6 

7.6 

20.2 

19.9 

15 

10 

14 

62646 

4.95 

General  Hostn  i| 

136.3 

3 

3.8 

-32 

2.8 

4.2 

NM 

2.6 

30 

-9 

NA 

114 

0.21 

Greyhound  Dial 

902.6 

4 

17.5 

4 

1.9 

2.0 

9.2 

1 1.3 

12 

-1 

5 

1335 

2.92 

Itel 

437.7 

-8 

-1.4 

NM 

NM 

NM 

NM 

-5.8 

NM 

58 

NA 

586 

-0.85 

ITT 

4999.0 

2 

229.0 

1  1 

4.6 

4.2 

12.5 

13.5 

7 

3 

30 

6722 

8.36 

LTV 

1428.3 

-4 

-46.3 

NM 

NM 

3.0 

NM 

NM 

NM 

NA 

NA 

215 

-0.46 

Ogden 

358.3 

-6 

11.6 

-59 

3.2 

7.3 

4.1 

8.1 

20 

8 

19 

804 

0.92 

Pall  (51 

163.7 

22 

16.7 

24 

10.2 

10.0 

15.3 

15.2 

27 

20 

12 

1900 

1.22 

Penn  Central 

663.7 

36 

23.1 

-8 

3.5 

5.1 

5.8 

5.9 

15 

-3 

8 

1318 

1.66 

Premark  International 

650.4 

5 

8.9 

-33 

1.4 

2.1 

5.6 

6.3 

14 

8 

-1 1 

684 

1.56 

Rockwell  International  (3) 

2990.0 

-5 

155.2 

-1 1 

5.2 

5.5 

12.7 

14.3 

1 1 

8 

7 

6525 

2.53 

Teledyne 

812.4 

-3 

15.3 

-53 

1.9 

3.9 

9.3 

9.9 

21 

-12 

-27 

1087 

0.94 

Tenneco 

3331.0 

-8 

1.0 

NM 

0.0 

3.7 

9.6 

12.2 

13 

-10 

32 

5154 

3.31 

Textron 

1908.7** 

1 

66.4 

0 

3.5 

3.5 

8.3 

10.7 

10 

NA 

4 

2649 

3.21 

TRW 

1915.0 

-4 

35.0 

-39 

1.8 

2.9 

8.7 

9,7 

13 

13 

1 1 

2340 

3.03 

USX 

4524.0* 

-4 

-237.0 

NM 

NM 

3.8 

5.2 

7,2 

21 

2 

25 

8240 

1.53 

Valhi 

398.2 

-5 

-23,4 

NM 

NM 

3.3 

5.5 

12.4 

25 

27 

-12 

893 

0.32 

Whitman 

481.5 

4 

-1,4 

NM 

NM 

0  0 

NM 

-17.3 

NM 

-30 

NA 

1377 

-0.60 

6  CONSUMER  PRODUCTS 

INDUSTRY  COMPOSITE 

57049.9 

13 

3103.4 

13 

5.4 

5.4 

11. 4 

21.1 

20 

8 

17 

246060 

2.15 

(a)  APPAREL 

GROUP  COMPOSITE 

5153.7 

II 

266.9 

-5 

5.2 

6.0 

13.5 

16.5 

17 

17 

18 

16926 

1.76 

Brown  Group (i  ii 

436.5 

-10 

7,8 

-26 

1.8 

2.2 

9.0 

9,5 

13 

-2 

-7 

427 

1.85 

Crystal  Brands 

207.8 

-5 

1.4 

-80 

0.7 

3.0 

9.3 

8,9 

9 

7 

64 

214 

2.60 

Fruit  of  the  Loom 

349.2 

8 

15.9 

24 

4.6 

4.0 

10.3 

19.2 

10 

29 

30 

841 

1.30 

I  Hartmarx(i) 

318.9 

-7 

-1.2 

NM 

NM 

0.7 

NM 

-22.3 

NM 

-2 

NA 

245 

-3.29 

1  Kellwood(8i 

181.9 

6 

0.5 

-64 

0.3 

0.7 

3.4 

1.7 

53 

'5 

-2 

183 

0.29 

1     L.  A.  Gear(i| 

170.9 

-9 

-12.5 

NM 

NM 

7.4 

8.5 

2.4 

49 

234 

148 

218 

0.23 

Leslie  Foy 

244.8 

10 

10.1 

5 

4.1 

4.3 

12.8 

15.8 

12 

19 

2 

354 

1.56 

Liz  Claiborne 

502.1 

19 

61.0 

16 

12.2 

12.5 

29.1 

30.0 

19 

34 

25 

3950 

2.49 

Mike  (71 

902.2 

39 

70.7 

12 

8.8 

10.9 

37.3 

31.6 

12 

23 

77 

3613 

3.90 
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1 


j  This  business  has  AIKT  800  Service.  And  it  really  delivers. 


With  AT&T,  your  800  service  is  guaranteed.  And  that's 
not  all. With  AT&T,  your  800  service  actually  works  better 

Consider  this:  what  if  the  same  number  of  customers 
were  to  call  your  business  using  AT&T  800  Service, versus 
some  other  800  service. 

With  AT&T,  more  of  their  calls  would  actually  get 
through.That's  because  AT&T  connects  calls  15%  faster  and 
has  the  fewest  blocked  calls.* 

What  could  those  extra  calls  be  worth  to  your 
business?  As  much  as  thousands  of  dollars  in  sales  each 


)  1991  AT&T  "Based  on  basic  800  service  comparisons. 


year.  Add  the  extra  re\'enue  you  can  get  \\\\h  AT&T  to  our 
competitive  prices  and  it's  easy  to  see  that  AT&T  800 
Service  delivers  more  for  your  bottom  line. 

Better  service,  better  resutts. 
Another  AIST  advantage. 

And  noiv  throiighjune 30, 1991  we'll  waive  the 
installation  charges  when  you  order  any  domestic 
AT&T 800  Service.  For  full  details,  call  your  AT&T 
Account  Executive  or\  800  222-0400. 


AT&T 

The  right  choice. 


COMPANY  SALES   PROFITS   RETURN 


MARGINS  S-YEAR  GROWTH  market 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

OUABTER 

FROM 

QUARTER 

fROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4  26 

PER 

$  MIL 

$  MIL. 

4-26 

$  MIL 

SHARE 

Oxford  Industries  |7| 

120.0 

-4 

1.6 

230 

1.4 

0.4 

4.8 

4.3 

23 

-5 

4 

100 

0.49 

Phillips-Von  Heusen (ill 

218.4 

17 

5.2 

94 

2.4 

1.4 

15.3 

30.8 

1 1 

-29 

1  1 

199 

1.91 

Reebok  International 

695.3 

25 

58.4 

1 1 

8.4 

9.5 

17.5 

18.3 

16 

55 

20 

2875 

1.59 

Russell 

152.3 

-4 

3.2 

-77 

2. 1 

9.0 

9.7 

1 2.3 

18 

1 6 

1 6 

980 

1  38 

Stride  Rite  III 

140.1 

13 

16.3 

19 

1 1.7 

11.1 

29.7 

32.0 

19 

10 

44 

1 109 

2.24 

VF 

613.3 

8 

28.5 

23 

4.7 

4.1 

8.4 

10.0 

20 

6 

-5 

1618 

1.44 

lU\  ADD!  1  Ahl^CC  fi.  unuC  CIIDUICUIUAC 

—J 

AO  1 
411.  1 

— 02 

0.7 

3.7 

4.8 

2.5 

77 

10 

—  1 

1 1340 

0.25 

Armstrong  World  Industries 

598.7 

-6 

14.8 

-74 

2.5 

9.0 

7.9 

12.8 

13 

-3 

9 

1043 

2.18 

Best  Boy  (10) 

215.7 

NA 

3.6 

NA 

1.7 

NA 

7.3 

6.8 

20 

82 

1 

91 

0.55 

Circuit  City  Stores  ( 1 0) 

740.8 

7 

26.7 

-26 

3.6 

5.2 

13.0 

14.2 

18 

33 

33 

988 

1.22 

Highland  Superstores  (]  i] 

_^ 

1 .0 

0.6 

 NM  

NM 

—  10.8 

NM 

37 

NA 

43 

-0.64 

Interco  (10) 

345.0 

-9 

-55.8 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

13 

-6.38 

Kimball  International  (6| 

131.4 

-1 1 

5.2 

-49 

3.9 

7.0 

1  1.1 

11.8 

13 

12 

10 

444 

1.62 

La-z.-Doy  ^nair  (8) 

151.9 

4 

6. 1 

—  1 

4.0 

4.2 

1 0.3 

11.8 

1 5 

1 0 

6 

382 

1 .45 

Leggett  &  Piatt 

263.2 

-1 

7.5 

-39 

2.9 

4.6 

6.2 

8.1 

22 

15 

1 

535 

1.39 

Masco 

753.0 

-7 

16.8 

-76 

2.2 

8.6 

4.9 

4.8 

41 

14 

-5 

3435 

0.57 

Maytag 

737.9 

-3 

15.0 

-54 

2.0 

4  3 

6.8 

8.0 

20 

28 

-6 

1665 

0.77 

Pier  1  Imports  (10) 

175.1 

28 

-2.1 

NM 

NM 

4.2 

4.0 

4.0 

41 

21 

9 

254 

0.18 

Toro  151 

187.7 

-4 

8.1 

18 

4.3 

3.5 

8,6 

6.2 

21 

16 

10 

216 

0.86 

Whirlpool 

1616.0 

-1 

24.0 

-19 

1.5 

1.8 

6.1 

4.7 

30 

3 

-12 

2032 

0.97 

Zenith  Electronics 

303.7 

-15 

-23.7 

NM 

NM 

NM 

NM 

-21.1 

NM 

-4 

NA 

197 

-2.65 

(c)  BEVERAGES 

GROUP  COMPOSITE 

10701.0 

10 

782.2 

13 

7.3 

7.1 

15.4 

23.5 

22 

10 

16 

80437 

1.89 

Anheuser-Busch 

2541.4 

6 

200.9 

10 

7.9 

7.6 

12.6 

23.4 

17 

1 1 

16 

14468 

3.02 

Brown-Forman  (8| 

282.2 

1 1 

38.0 

22 

13.5 

12.3 

17.6 

22.3 

15 

3 

10 

2170 

5.1  1 

Coca-Cola 

2481.0 

15 

320.9 

13 

12.9 

13.2 

33.7 

37.2 

25 

2 

17 

35417 

2.11 

904  8 

Q 

10.7 

33 

1  2 

0  9 

5  2 

5  8 

28 

1 9 

g 

2 1 24 

0  67 

Coors  (Adolph) 

374.7 

-3 

6.3 

-18 

1.7 

2.0 

NA 

3.4 

22 

4 

-18 

832 

1.01 

PepsiCo 

41 17.0 

12 

205.4 

13 

5.0 

4.9 

13.3 

22.7 

23 

22 

23 

25426 

1.41 

(dl  PeRvVNAL  uAKe 

GROUP  COMPOSITE 

12028.4 

10 

771.1 

7 

6.4 

6.6 

1 6.3 

27.9 

18 

1 

19 

541 78 

3.88 

Alberto-Culver  |3) 

214.5 

10 

9.0 

21 

4.2 

3.8 

14.5 

16.2 

19 

22 

31 

713 

1.37 

Avon  Products 

769.6 

9 

18.3 

20 

2.4 

2.2 

31.8 

43.3 

16 

-23 

6 

2646 

2.86 

Clorox  16) 

421.0 

9 

32.5 

-15 

7.7 

9.9 

12.5 

16.1 

15 

1 1 

12 

2073 

2.49 

Colgate-Palmolive 

1461.8 

12 

91.3 

12 

6.2 

6.2 

14.8 

33.1 

17 

-1 

38 

5328 

4.70 

Ecolab 

243.1 

-10 

-4.2 

NM 

NM 

NM 

10.8 

12.9 

14 

10 

-18 

631 

1.87 

Gillette 

1 1 14.7 

6 

107.2 

23 

9.6 

8.3 

24.2 

199.9 

21 

-35 

49 

6902 

3.40 

Helene  Curtis  Industriesiioi 

249.9 

28 

2.6 

-56 

1 .0 

3.0 

4. 1 

4.4 

41 

22 

29 

281 

0.70 

International  Flavors  &  Fragrances  269.8 

12 

47.0 

13 

17.4 

17.2 

18.5 

18.1 

19 

15 

17 

3063 

4.25 

NCH  (81 

175.5 

7 

11.1 

4 

6  3 

6.5 

N  A 

17.7 

1 3 

8 

27 

555 

5.09 

Procter  &  Gamble  (6| 

6795.0 

]  ] 

6  2 

6  6 

14  6 

26  6 

]  7 

3 

22 

29043 

4  87 

Stanhome 

156.9 

6  8 

—3 1 

6  6 

24  0 

22  7 

1 4 

1 6 

24 

657 

2  40 

Tambrands 

156.7 

-2 

25.4 

15 

16.2 

13.9 

41.3 

40.6 

23 

3 

-22 

2279 

2.40 

(e|  TOBACCO 

GROUP  COMPOSITE 

22660.8 

21 

1235.0 

53 

5.5 

4.3 

8.7 

22.4 

19 

6 

22 

83179 

2.46 

American  Brands 

3857.2* 

20 

216.7 

1 1 

5.6 

6.1 

12.1 

16.6 

14 

7 

15 

3440 

3.05 

Philip  Morris 

14222.0* 

25 

942,0 

22 

6.6 

6.8 

15.1 

31.0 

17 

20 

24 

62636 

4.01 

RJR  Nabisco  Holdings 

3470.0 

8 

5.0 

NM 

0.1 

NM 

NM 

-13.4 

NM 

-20 

NA 

6743 

-0.79 

Universal  |6| 

908.2** 

29 

12.0 

40 

1.3 

1.2 

11.0 

9.2 

13 

9 

-1 

502 

2.32 

UST 

203.4* 

16 

59.3 

13 

29.2 

30.0 

43.6 

48.5 

23 

8 

20 

4859 

2.02 

7  CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

4824.1 

7 

128.4 

-40 

2.7 

4.7 

6.5 

10.0 

16 

16 

22 

10784 

1.86 

(a|  GLASS,  METAL  &  PLASTIC 

CROUP  COMPOSITE 

1405.8 

39 

37.1 

3 

2.6 

3.6 

8.5 

11.6 

18 

8 

4 

2891 

2.84 

Ball 

447.4 

39 

10.7 

2 

2.4 

3.3 

7,3 

13.3 

14 

-1 

-8 

617 

1.98 

Constar  Internufioiial 

126.8 

3 

3.7 

-15 

2.9 

3.5 

7.8 

9.3 

13 

18 

7 

168 

1.76 

Crown  Cork  &  Seal 

831.6** 

47 

22.7 

6 

2.7 

3.8 

9.3 

1 1.4 

19 

12 

12 

2106 

3.76 

(b|  PAPER 

GROUP  COMPOSITE 

3418.3 

-2 

91.3 

-48 

2.7 

5.0 

6.1 

9.6 

16 

19 

30 

7893 

1.67 

Bemis 

279.3 

3 

8.2 

-13 

2.9 

3.4 

112 

16.8 

18 

10 

21 

894 

1.94 

Federal  Paper  Board 

331.8 

5 

27.9 

-28 

8.4 

12.2 

7.3 

1  1.3 

12 

28 

63 

1 145 

2.48 

Gaylord  Container  |3| 

173.2 

7 

-12.7 

NM 

NM 

NM 

NM 

-24.6 

NM 

NA 

NA 

52 

-2.27 

Longview  Fibre  (2| 

152.4 

-9 

1.5 

-89 

1.0 

7.7 

8.1 

13.0 

15 

14 

24 

730 

0.93 

Nashua 

130.3 

-6 

0.2 

-95 

0.1 

2.6 

12  3 

13.2 

12 

2 

6 

185 

2.53 

Sonoco  Products 

407.7 

1 

22.9 

-8 

5.6 

6.1 

7.3 

9.4 

33 

13 

7 

1593 

1.12 

Stone  Container 

l.r36.8 

-8 

1.3 

-96 

0.1 

2  5 

4.7 

4,1 

17 

41 

86 

1035 

1.00 

Temple-Inland 

606  9 

3 

42.1 

-32 

6.9 

10.5 

9.7 

14.8 

1 1 

1  1 

29 

2259 

3.84 
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COMPANY  SALES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  market 

VALUE  12 


1SI 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS 

QUARTER 

EROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-26 

PER 

$  Mil 

$  Mil 

4-26 

$  MIL 

SHARE 

8  DISCOUNT  &  FASHION  RETAIL 

INDUSTRY  COMPOSITE 

77345.4 

7 

2608.4 

7 

3.4 

3.4 

8.5 

12.5 

24 

9 

10 

155846 

1.44 

Alexander's  |5| 

163.9** 

-2 

7.0 

197 

4.2 

1.4 

NM 

-1.7 

NM 

8 

NA 

128 

-0.37 

Ames  Department  Stores  (1 1| 

945.8 

-33 

-26.8 

NM 

NM 

NM 

NM 

NM 

NM 

10 

NA 

75 

-21.47 

Brendle's  (1 1| 

141.4** 

7 

8.5 

-3 

6.0 

6.7 

5.7 

2.0 

23 

15 

-28 

28 

0.15 

Burlington  Coat  Factory  |6| 

206.8*- 

28 

1.1 

NM 

0.5 

NM 

7.0 

7.9 

1 1 

14 

8 

207 

1.07 

Charming  Shoppes  i )  i  j 

257.1 

6 

14.5 

36 

5.7 

4.4 

12.2 

14.1 

22 

25 

10 

870 

0  79 

CML  Oroup  (5) 

121.3 

1 4 

1  4. 1 

33 

1 1 .6 

9.9 

22.3 

40  7 

1 3 

- 1 0 

23 

236 

2  73 

Consolidated  Stores!)  i) 

213.4 

3 

7.0 

NM 

3.3 

NM 

NM 

3.2 

54 

28 

NA 

246 

0.10 

Costco  Wholesale  (4| 

1248.4 

28 

21.8 

45 

1.7 

1.5 

12.5 

14.7 

45 

64 

89 

2680 

1.73 

Dayton  Hudson  ( 1 1 ) 

4865.0** 

8 

235.0 

-6 

4.8 

5.6 

10.9 

18.8 

1  4 

_] 

1 7 

5490 

5.41 

Dillard  Department  Stores (ii) 

1251.1** 

1  4 

92.3 

3 

7.4 

7.8 

10.5 

13.4 

23 

29 

1 9 

4 1 67 

5  01 

Dollar  General  11 1) 

201.8 

5 

8.9 

22 

4.4 

3.8 

1  1.6 

11.1 

17 

4 

-IC 

252 

0.80 

Edison  Brothers  Stores  (i  )| 

422.0 

15 

29.4 

-5 

7.0 

8.4 

14.5 

18.5 

13 

-3 

15 

742 

2.78 

Fabri-Centers  of  America  (i  i) 

133.4 

26 

8.8 

3 1 

6-6 

6.3 

9.9 

16.0 

21 

] 

3 1 

222 

1 .42 

Family  Dollar  Stores  (4) 

257.2 

13 

12.0 

29 

4.7 

4. 1 

14.9 

15.7 

17 

10 

_1 

555 

1.20 

Fingerhut 

313.8 

42 

8.5 

13 

2.7 

3.4 

12.3 

15.0 

13 

NA 

NA 

581 

2.01 

Gapiii) 

624.7 

15 

56.5 

65 

9.0 

6.3 

NA 

34.5 

29 

22 

42 

4120 

2.04 

Genesco  |1 1) 

130.6 

-7 

2.2 

-73 

1-7 

5.7 

4.5 

0.8 

NM 

24 

1  1 

96 

0.04 

Grossman's 

148.3 

_5 

-4.0 

-2  3 

38 

76 

—0  1 1 

Hechingermi 

308.9 

-1 

-0.8 

NM 

NM 

2.7 

5.4 

5.5 

16 

28 

8 

368 

0.65 

Hills  Department  Stores  (i  )| 

672.4 

-7 

-239.7 

NM 

NM 

3.9 

NM 

NM 

NM 

NA 

NA 

26 

-14.45 

Home  Depot  i  n ) 

1007.5 

41 

41 .5 

40 

4- 1 

4. 1 

1 4.6 

23.9 

44 

48 

64 

6936 

1 .35 

Home  Shopping  Network  (4j 

267.7 

2 

6.7 

-43 

2-5 

4.5 

9.4 

1 3.2 

25 

32 

9 

580 

0  27 

Jacobson  Stores !  n  i 

127.5** 

-2 

3  8 

-51 

3.0 

5.9 

4.9 

2.8 

40 

13 

-19 

94 

0.41 

Jameswoy  (1 1| 

275.4 

-4 

-16-0 

NM 

NM 

1.6 

NM 

-17.0 

NM 

9 

-13 

62 

-1.55 

K  mart  |i  i) 

9904.0** 

0 

402.0 

NM 

4. 1 

NM 

1  1 .5 

14.0 

1  1 

10 

2 

8294 

3.78 

Lands*  End  (i  1) 

229,3 

1 4 

1 5.0 

_9 

6.5 

8-2 

1 2  3 

1 2.6 

29 

37 

-12 

423 

0.75 

Limited  111) 

1743.7 

10 

172.2 

12 

9.9 

9.7 

18.1 

28.3 

25 

33 

27 

10087 

1.10 

Lionel  I1 1| 

217,5 

-4 

6.4 

-50 

3.0 

5-7 

-0.8 

-7.9 

NM 

7 

-45 

27 

-0.44 

Lowe's  1 11) 

586,0 

_2 

5. 1 

-50 

0.9 

1  -7 

9.7 

10.3 

18 

1 3 

3 

1231 

1 .91 

^^oy  Department  Stores  1 1 1 ) 

3284,0** 

252  0 

-1  1 

7  7 

8  7 

1 1  5 

2 1  3 

1 4 

1 6 

9 

651 3 

3  74 

Melville 

2046,4 

27 

-2.4 

NM 

NM 

0-5 

17.9 

24.0 

14 

5 

14 

5108 

3.49 

Mercantile  Stores  |i  i| 

786,8** 

2 

44.7 

-15 

5.7 

6.8 

10.1 

10.9 

12 

13 

10 

1501 

3.36 

^Aerry-Go— Round  Enterprises  ( 1 1 ) 

220.8 

20 

1 4.0 

27 

6  3 

6  0 

NA 

26  7 

26 

28 

1 6 

959 

110 

^Aeyer  (Fred}  (i  i) 

668  8 

_] 

1 5  6 

2  3 

NA 

1 2  5 

1 3 

29 

394 

1  37 

Michaels  Stores  1 1 1 1 

133.4 

28 

4.8 

NM 

3,6 

NM 

4.7 

14.0 

14 

27 

-23 

76 

0.57 

Neiman  Marcus  Group  (3) 

539.4** 

0 

14.4 

-22 

2,7 

3.4 

6.3 

NM 

NM 

NA 

NA 

564 

-0.06 

Nordstrom  ( 1 1 ) 

902.2 

5 

46,3 

47 

5, 1 

3.7 

1 1 .5 

1 4.0 

27 

20 

1 7 

3106 

1 .42 

Pamida  Holdings  (i  i) 

195.5 

9 

0,9 

-73 

0  5 

2  0 

7  8 

1 8  2 

1 3 

26 

0.40 

Penney  (J.  C.)  |i  i) 

5528.0 

0 

206.0 

-44 

3,7 

6.7 

9.2 

14.7 

1 1 

-3 

15 

5901 

4.59 

Pep  Boys-Manny,  Moe  &  Jockii  i| 

212.5 

-1 

6.7 

-21 

3.1 

3.9 

7.7 

10.9 

18 

20 

9 

688 

0.67 

376  5 

_2 

—1  3 

NM 

^  ^ 

1  .  J 

u.o 

1 3 

—  1 6 

935 

0  06 

Pic 'N' Save  mi 

192.0 

8 

18.2 

25 

9.5 

8.2 

8.6 

9.7 

26 

24 

3 

418 

0.52 

Price  14) 

1396.8** 

25 

27.9 

8 

2.0 

2.3 

1 1.6 

19.0 

20 

28 

21 

2523 

2.60 

QVC  Network  11 II 

250.0 

-12 

9.0 

167 

3.6 

1.2 

NM 

-8,5 

NM 

NA 

NA 

160 

-0.98 

Rose's  Stores (1 1| 

463.7 

-5 

-27.6 

NM 

NM 

2.0 

NM 

-16,7 

NM 

7 

-15 

65 

-1.46 

Ross  Stores  {1 11 

251.7 

9 

9.9 

-35 

3.9 

6.6 

12.1 

13.5 

12 

17 

34 

199 

0.72 

Sears,  Roebuck 

12883.8** 

2 

202.7 

112 

1.6 

0.8 

NM 

7.8 

13 

2 

-5 

12951 

2.91 

Service  Merchandise 

607.7 

-3 

-13.2 

NM 

NM 

NM 

16.3 

248.2 

10 

-37 

47 

620 

1.20 

Spiegel 

447.7 

15 

1.0 

-87 

0.2 

2.0 

7.6 

12.0 

15 

37 

25 

844 

1.06 

Strawbridge  &  Clothierii  i) 

324.7** 

-7 

13.8 

-46 

4.3 

7.3 

7.2 

7.4 

15 

12 

7 

244 

1.77 

Tiffany  11 1) 

142.0 

9 

15.1 

-6 

10.6 

12.3 

19.5 

20.8 

23 

80 

41 

817 

2.34 

TJXiii) 

714.1 

15 

15.3 

8 

2.1 

2.3 

13.8 

27.4 

16 

-10 

-7 

1205 

1.06 

Toys 'R' Us  111) 

2548.6 

9 

237.5 

-2 

9.3 

10.4 

17.5 

18.1 

26 

25 

25 

8414 

1.11 

U.  S.  Shoe  111) 

705.5 

-7 

-56.2 

NM 

NM 

3.1 

NM 

-5.6 

NM 

2 

NA 

468 

-0.61 

Venture  Stores  1 1  ii 

479.5** 

1 

26.4 

3 

5,5 

5.4 

21.6 

37.9 

10 

NA 

NA 

346 

2.06 

Wabaniii) 

634.5 

14 

3.4 

-53 

0,5 

1.3 

6.7 

6  6 

26 

NA 

NA 

472 

0.64 

Wal-Mart  Stores  1 1 1 ) 

10358.9 

28 

481.8 

13 

4,7 

5.3 

18  9 

24.1 

36 

33 

32 

47262 

1.14 

Wool  worth  I1 1) 

3064.0** 

10 

149.0 

-15 

4,9 

6.3 

13.9 

13.6 

13 

13 

13 

4165 

2.45 

9  ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

23376.2 

3 

971.5 

0 

4.2 

4.3 

9.7 

9.0 

23 

7 

14 

73357 

1.69 

(a)ELEaRICAL  PRODUaS 

GROUP  COMPOSITE 

5986.4 

0 

239.1 

-8 

4.0 

4.3 

8.8 

8.3 

25 

10 

3 

20387 

1.41 

Cooper  Industries 

1496.8** 

5 

64.7 

8 

4.3 

4.2 

9.7 

10.4 

18 

19 

16 

5485 

2.85 

Hubbell 

182.2 

5 

22.3 

6 

12.3 

12.2 

17.4 

18.6 

17 

1 1 

12 

1421 

2.91 

MagneTek  i&) 

293.1 

2 

1 1.2 

2 

3.8 

3.8 

1 1.2 

24.5 

10 

163 

71 

341 

1.52 

National  Service  Industries  |4) 

386  7 

-2 

14.8 

-34 

3.8 

5.7 

1 1.5 

13.4 

14 

10 

9 

1276 

1.88 

Raychem  |6) 

322.0 

10 

-1.6 

NM 

NM 

NM 

-1.1 

-1.5 

NM 

15 

NA 

942 

-0.30 

Square  D 

377.5 

-3 

15.3 

-44 

4.1 

7.0 

1 1.5 

16.4 

19 

-2 

6 

1851 

4.27 

Thomas  &  Betts 

151.1 

-1 

14.3 

-8 

9.5 

10.1 

13.5 

13.3 

20 

10 

7 

948 

2.77 

Westinghouse  Electric 

2777.0 

-3 

98.0 

-53 

3.5 

7.3 

8.0 

4.0 

52 

6 

-6 

8123 

0.54 

Footnotes 
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CORPORATE  SCOREBOARC 

Ready  to  say  Unde? 


Frustrated  by  the  failure  to  hold  the  line  on  soaring  health  care 
costs,  many  business  leaders  are  calling  for  some  type  of  national 
health  plan.  Who  can  blame  them? 

As  it  stands,  we  now  spend  131%  more  per  citizen  on  health  care 
than  Japan.  For  every  $2  of  operating  profits,  U.S.  corporations  pay 

close  to  $1  for  health 
benefits. 

At  the  CIGNA 
companies,  we  believe  a 
national  health  plan  is 
not  the  answer.  But  we 
do  agree  a  fundamental 
change  is  needed.  And 
we've  responded  with 
Integrated  Managed 
Care. 

Unlike  earlier  cost- 
contaimnent  measures, 
which  were  effective 
but  too  narrow  in  focus, 
it  targets  a  company's 
entire  medical  expense. 
Through  a  long-term 
partnership  with  each  of  our  clients  and  local  providers  of  medical 
services,  it  helps  to  both  check  skyrocketing  medical  costs  and 
deliver  quality  care.  One  of  our  clients,  for  example,  projects  a 
savings  of  $200  million  over  three  years. 

For  information  write  the  CIGNA  Companies,  Dept.  RC,  1600  Arch 
Street,  Philadelphia,  PA  19103.  You'll  find  we  have  many  interesting 
thirds  to  say.  Uncle  isn't  one  of  them. 


We  get  paid  for  residtsr 


CIGNA 


IBM  introduces  the 

with  window 


first  PS/2  for  people 


off 


ices. 


Pki:skntin(;  A  FS/2  Laptop  That 
Fkhkokms  Likk  a  Dksktop  PS/2. 

For  millions  ol  people,  thcrcs  a  whole  world  ol 
business  where  the  window  offices  have  wings  and 
your  lap  is  your  desk.  Its  as  far  from  working  in  an 
office  as  you  can  gel,  but  its  every  bit  as  demanding. 
That's  why  IBM  has  created  its  most  personal  com- 
puter (^ver— the  Personal  Systeni/2 Laptop  40  SX. 
The  first  I BM  PS/2'^"'  for  people  who  work  where 
theres  not  much  room  for  anything.  Especially 
compromise. 

Lose  Pounds  And  Inchks 
 Without  Giving  Up  A  Thing.  

Although  it's  just  7.7  pounds,  the  F*S/2  Laptop 
still  lets  you  carry  a  lot  of  weight.  It  has  the  same 
Intel  386SX  "  processor  you'll  find  in  best-selling 
desktop  computers,  so  it's  powerful  enough  to  let  you 
create  or  plan  right  on  site.  It  also  has  a  3.5 "  diskette 
drive  like  the  one  in  your  office,  and  the  60MB  hard 
drive  can  store  all  the  information  you'll  need  to  close 
the  deal  or  make  the  presentation. 

Since  your  fingers  are  the  same  size  on  the  road 
as  they  are  in  the  office,  the  PS/2  Laptop  has  a  full- 
size  keyboard  spaced  and  arranged  the  same  way  as  a 
desktop  PS/2's,  for  maximum  comfort  and  familiarity. 
And  there's  a  large,  easy-to-read,  lO'-diagonal  screen 
that  delivers  VGA-quality  graphics  with  amazing 
clarity  and  contrast,  so  it's  easy  on  your  eyes.  In  short, 
the  PS/2  Laptop  delivers  desktop  performance — 
without  the  desk. 


The  Body  Of  A  Laptop. 
The  Heart  And  Soul  Of  A  PS/2. 

It  may  be  small,  but  the  PS/2  Laptop 
definitely  isn't  short  on  features.  It  comes  with 
a  numeric  keypad  you  can  plug  in  for  serious 
number  crunching,  and  a  special  feature  sus- 
pends power  when  the  screen  is  closed 
and  returns  to  full  power  when  you 
open  it,  letting  you  resume  work  right     '    '  i 
where  you  left  ofi;  With  a  I  )ata/fax      l!::^  ^ 
Modem  you  can  plug  into 


Sates  By  Regm 

Revenue  Gt<n 

1 

llUUtlltlj 


a  phone  line  and  communicate  with  other  computers, 
access  up-to-tlie-minute  facts  and  figures — you  can 
even  write  memos  or  place  orders  instantly  and  lax 
them  to  the  home  office.  The  PS/2  Laptop  lets  you 
work  faster  and  more  efficiently.  So  it's  plain  to  see,  this 


IS  no  lightweight  computer. 


FuLi -Size  IBM  Service 
Wherever  You  Go. 


The  PS/2  Laptop  comes  with  something  no 
laptop  should  be  without — an  international  warranty'' 
backed  by  thousands  ol  Authorized  Remarketers 
worldwide,  so  you're  never  far  away  from  service  and 
support. 

To  find  out  more,  contact  your  IBM  Authorized 
Remarketer  or  IBM  marketing  representative.  You'll 
see  why  with  the  new  PS/2  Laptop,  you  can  take  your 
business  wherever  business  takes  you. 


How  re  you 
going  to  do  it? 

PS/2  it! 


P'r'r'r'-'r'r'vWl  V'r^  

/-  J-  r  r  r  r  r  r  i  i  i  i-  r"TM^ 

■iHiiiiiiiiiiiitiiumitmiumHimiiiiiiiiiiiiiiitiiiiiiiiitiii 


:® 


•Available  only  in  the  countries  m  which  this  product  is  sold  by  IBM  and  IBM  Authonzed  Remarketers  Subject  to  the  terms  of  the  limited  warranty  provided  when  purchased  Proof  of  onginal  purchase  may  be  required, 
IBM,  Personal  System/2  and  PS/2  are  registered  trademarks  of  International  Business  Machines  Corporation  386SX  is  a  trademark  of  Intel  Corp  (cii991  IBM  Corp 


COMPANY  SALES   PROFITS   RETURN  

M*RGIMS  5-YEAR  GROWTH  market 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

fROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

PE 

EQUITY 

SHARE 

4-26 

PER 

 SMIL  

 }MIL  

7o 

% 

4-26 

$  MIL 

SHARE 

(b)  ELECTROHICS 

GROUP  COMPOSITE 

7836.0 

4 

358.0 

-3 

4.6 

4.9 

12.3 

13.1 

14 

9 

15 

18653 

4.40 

E-Systems 

476.2 

4 

24.9 

14 

5.2 

4.8 

13.5 

15.5 

13 

14 

10 

1217 

3.09 

Harris  |6| 

750.3 

-3 

27.1 

-22 

3.6 

4.5 

NM 

2.8 

38 

4 

13 

1040 

0.70 

Litton  Industries  [5] 

1253.5 

-1 

40.3 

-10 

3.2 

3.5 

10.6 

13.3 

12 

7 

10 

1794 

7.36 

Motorola 

2743.0 

8 

116.0 

-9 

4.2 

5.0 

1 1.2 

1 1.5 

17 

13 

42 

8495 

3.70 

Raytheon 

2253.0 

1 

133.7 

2 

5.9 

5.9 

22.0 

19.7 

9 

8 

14 

5179 

8.57 

Varian  Associates  (3) 

359.9 

19 

16.0 

84 

4.4 

2.9 

6.2 

6.0 

40 

-1 

-13 

928 

1.21 

Id  INSTRUMENTS 

CROUP  COMPOSITE 

4830.5 

-2 

131.2 

56 

2.7 

1.7 

6.4 

7.7 

23 

-4 

29 

10808 

1.44 

Ametek 

179.2 

6 

8.6 

-12 

4.8 

5.8 

10.9 

18.1 

1 5 

—4 

] 

547 

0.83 

Beckman  Instruments 

195.9 

6 

8.1 

1 

4.1 

4.3 

1 1.7 

10.9 

14 

-8 

NA 

521 

1.26 

General  Signal 

397.5 

-7 

14.2 

-36 

3.6 

5.2 

NM 

-4.7 

NM 

-16 

NA 

913 

-1.10 

Henley  Group 

446.0 

-6 

-27.0 

NA^ 

NM 

NM 

NM 

-6.5 

NM 

-21 

NA 

466 

-3.71 

Honeywell 

1469.0 

-4 

71.8 

-14 

4.9 

5.5 

18.5 

21.2 

12 

-8 

48 

4123 

4.85 

Imo  Industries 

261.2 

3 

3.8 

-53 

1.5 

3.2 

7.3 

5.1 

16 

16 

-2 

257 

0.98 

Johnson  Controls  |3) 

1073.5 

-1 

10.0 

23 

0.9 

0.7 

7.6 

9.6 

14 

2 

0 

1 163 

2.08 

Millipore 

187.4 

14 

15.2 

17 

8  1 

7.9 

6.3 

7.1 

41 

12 

1 

1222 

1.08 

Perkin-Elmerfsi 

223.0 

2 

13.3 

1 1 

6  0 

5.5 

1 1.5 

11.0 

20 

-7 

-10 

885 

1.33 

Tektronix  (7) 

397.8 

-6 

13.2 

NM 

3.3 

NM 

NM 

-7.3 

NM 

-16 

NA 

71 1 

-1.08 

{d|  SEMICONDUCTORS 

GROUP  COMPOSITE 

4723.3 

II 

243.3 

-6 

5.2 

6.0 

12.1 

6.3 

38 

12 

NA 

23510 

0.86 

Advanced  Micro  Devices 

274.3 

1 

4.2 

-68 

1.5 

4.8 

NM 

-11.4 

NM 

11 

NA 

1019 

-0.88 

AMP 

792.3 

4 

70.0 

-12 

8.8 

10.4 

15.7 

15.5 

20 

13 

22 

5456 

2.61 

Analog  Devices  {2| 

133.1 

21 

3.7 

357 

2.8 

0.7 

NM 

-2.9 

NM 

9 

NA 

508 

-0.22 

Intel 

1 132.8 

27 

197.4 

37 

17.4 

16.1 

17.8 

18.3 

15 

23 

213 

10407 

3.42 

LSI  Logic 

180.2 

30 

2.1 

87 

1.2 

0.8 

NM 

-12.0 

NM 

4 

NA 

494 

-0.78 

Molex  (6) 

176.8 

21 

14.8 

-12 

8.4 

11.4 

12.9 

12.0 

23 

21 

17 

1452 

1.28 

National  Semiconductor  |7) 

386.8 

-4 

5.0 

NM 

1.3 

NM 

NA 

-25.1 

NM 

5 

NA 

800 

-1.59 

Texas  Instruments 

1647.0 

7 

-54.0 

NM 

NM 

0.8 

NA 

-7.7 

NM 

5 

NA 

3373 

-1.74 

loFOOD 

INDUSTRY  COMPOSITE 

72700.4 

5 

1807.3 

24 

2.5 

2.1 

11.0 

19.8 

23 

10 

11 

138055 

1.68 

(a)  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

10076.4 

5 

119.8 

II 

1.2 

1.1 

10.7 

14.7 

17 

15 

13 

7538 

1.88 

Fleming 

3855.4 

8 

32.6 

14 

0.8 

0.8 

8.6 

12.7 

12 

12 

5 

1 138 

3.19 

Nash  Finch 

516.2** 

1 

2.1 

12 

0.4 

0.4 

9.5 

10.8 

12 

10 

4 

212 

1.66 

Richfood  Holdings  18) 

239.1 

0 

2.4 

128 

1.0 

0.4 

14.3 

17.0 

18 

26 

NA 

154 

0.82 

Rykoff-Sexton  |8) 

354.7 

3 

2.2 

263 

0.6 

0.2 

6.1 

6.7 

17 

20 

1 

210 

1.06 

Super  Food  Services  w 

408.1** 

1 

1.8 

-51 

0.4 

0.9 

9.7 

12.0 

1 1 

15 

13 

171 

1.40 

Super  Valu  Stores  1 1  oi 

2740.8 

4 

47.2 

9 

1.7 

1.6 

13.0 

16.4 

13 

13 

13 

2077 

2.06 

Sysco  (61 

1962.1 

5 

31.4 

10 

1.6 

1.5 

11.8 

17.4 

24 

18 

20 

3577 

1.61 

|b|  FOOD  PROCESSING 

GROUP  COMPOSITE 

29831.5 

9 

1272.3 

22 

4.3 

3.8 

13.7 

21.4 

21 

9 

12 

99571 

2.26 

Borden 

1720.8 

-9 

63.3 

0 

3.7 

3.3 

14.2 

19.8 

15 

5 

15 

5541 

2.46 

Campbell  Soup(5i 

1770.9 

3 

135.3 

29 

7.6 

6.1 

3.0 

3.3 

NM 

4 

-55 

10571 

0.47 

Castle  &  Cooke 

698.9 

6 

25.7 

42 

3.7 

2.7 

11.2 

13.8 

17 

30 

9 

2163 

2.16 

ConAgra  |7| 

4874.2 

35 

65.6 

48 

1.3 

1.2 

1 1.0 

15.6 

21 

20 

16 

61 15 

2.06 

CPC  International 

1516.9 

12 

83.4 

6 

5.5 

5.8 

17.3 

29.4 

17 

0 

24 

6442 

4.89 

Curtice-Burns  Foods  {6| 

228.6 

-2 

-0.2 

NM 

NM 

0.4 

8.3 

3.6 

31 

1 1 

1 

124 

0.45 

Dean  Foods  i7i 

521.1 

0 

16.6 

26 

3.2 

2.5 

14.8 

18.0 

18 

23 

12 

1273 

2.61 

Dekalb  Genetics  |4| 

129.4 

-5 

9.2 

-8 

7.1 

7.3 

1 1.2 

13.2 

13 

NA 

NA 

199 

2.67 

Flowers  Industries  |6) 

187.1 

-2 

4.3 

-44 

2.3 

4.1 

10.0 

14.0 

18 

9 

6 

494 

0.82 

General  Mills  (7| 

1747.6 

8 

131.3 

32 

7.5 

6.2 

20.1 

41.9 

21 

-3 

27 

9399 

2.74 

Heinz  (H.  J.)  181 

1605.0 

14 

128.9 

10 

8.0 

8.3 

18.3 

29.0 

18 

9 

15 

9662 

2.06 

Hershey  Foods 

684.6 

0 

48.6 

3 

7.1 

6.9 

14.2 

17.5 

17 

13 

12 

3630 

2.41 

Hormel  (Geo.  A.)  |2) 

701.2 

13 

20.4 

42 

2.9 

2.3 

14.7 

15.7 

20 

11 

17 

1688 

1.09 

Hudson  Foods  131 

171.7 

18 

0.5 

-75 

0.3 

1.5 

5.1 

6.2 

17 

50 

-5 

133 

0.54 

IBC  Holdings  17) 

326.8 

2 

-4.5 

NM 

NM 

NM 

0.3 

NM 

NA 

NA 

NA 

NA 

-0.76 

IBP 

2537.2 

7 

-9.1 

NM 

NM 

0.2 

6.1 

6.8 

29 

-1  1 

NA 

1017 

0.74 

International  Multifoodsfioi 

541.8 

3 

8.4 

106 

1.6 

0.8 

10.5 

11.1 

16 

7 

5 

579 

2.71 

Kellogg 

1421.3 

18 

163.1 

69 

1 1.5 

8.0 

24.0 

30.0 

19 

23 

12 

1 1010 

4.72 

McCormickni 

323.6 

8 

15.2 

53 

4.7 

3.3 

15.0 

20.5 

21 

7 

24 

1517 

1.80 

Pilgrim's  Pride  (3| 

201.3 

13 

5.2 

9 

2.6 

2.7 

10.2 

16.6 

11 

18 

12 

181 

0.75 

Pioneer  Hi-Bred  international  |4) 

138.3 

6 

-10.8 

NM 

NM 

NM 

14.3 

13.1 

20 

7 

-3 

1425 

2.41 

Quaker  Oats  161 

1334.6 

5 

63.1 

4 

4.7 

4.8 

12.7 

22.0 

19 

7 

9 

434? 

2.98 

Ralston  Purina  |3| 

1823.6 

6 

98.4 

7 

5.4 

5.3 

16.5 

54.2 

16 

-7 

14 

6172 

3.47 

Sara  Lee  (6| 

2910.9 

4 

120.8 

1 1 

4.2 

3.9 

1 1.7 

18.6 

19 

18 

17 

9041 

2.06 

Smithf  ield  Foods  (8| 

308.6 

27 

12.8 

176 

4.2 

1.9 

24.8 

36.7 

12 

18 

23 

245 

3.20 

Tyson  Foods  (3i 

932.2 

0 

33.1 

26 

3.5 

2.8 

9.5 

19.2 

24 

33 

25 

3142 

0.98 

Universal  Foods  (3| 

190.9 

-13 

11.9 

18 

6.2 

4.6 

15.0 

20.8 

18 

1 1 

25 

968 

2.08 

Wrigley  (Wm.)  Jr. 

282.7 

1 

31.7 

6 

11.2 

10.6 

29.2 

29.7 

21 

8 

25 

2497 

3.04 
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COMPANY  SALES   PROFITS   RETURN 


MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 


ISI 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

/"lllICTAMniMI" 

UU \  0  1  ANUIINlj 

C  AKiNlrNOO 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

PE 

EQUITY 

SHARE 

426 

PER 

$  MIL 

J  MIL 

% 

% 

4-26 

7. 

$  MIL. 

SHARE 

FOOD  RETAILING 

GROUP  COMPOSITE  32792.6 

2 

41 5.2 

36 

1.3 

1.0 

6.3 

15.1 

48 

1  1 

7 

30945 

0.53 

Albeiison'sii  i) 

21 13.3 

9 

73.9 

23 

3.5 

3.1 

19.8 

2 1 .5 

28 

16 

23 

6440 

1 .75 

American  Stores  mi 

5708.2 

-7 

86.0 

62 

1.5 

0.9 

7.7 

14.3 

17 

10 

-10 

3034 

5.28 

Cosey*s  General  Stores  (8) 

146.0 

20 

2.5 

29 

1.7 

1.6 

7.2 

10.3 

12 

25 

9 

100 

0.76 

Circle  K  (8) 

932.0** 

7 

—25.8 

NM 

NM 

NM 

NM 

NM 

NM 

N  A 

45 

—  18  77 

Dairy  Mart  Convenience  Stores  |i  i) 

141.6* 

6 

0.2 

-42 

0.1 

0.3 

7.5 

1  1.0 

9 

25 

-12 

34 

0.90 

Delchamps  161 

233.7 

1 

3.5 

2 

1.5 

1.5 

12.4 

14.9 

14 

5 

10 

201 

1 .99 

Ea^le  Food  Centers  pi) 

286.9 

-7 

-7.3 

NM 

NM 

1.0 

4. 1 

-2.9 

NM 

NA 

NA 

121 

-0. 16 

Food  Lion 

1417.2 

1 8 

43.9 

1 8 

3. 1 

3. 1 

20.0 

25.6 

32 

26 

30 

588 1 

U.J/ 

Foodarama  Supermarkets  |2) 

169.6 

2 

-0.3 

NM 

NM 

0.4 

4.9 

0.6 

NM 

5 

-13 

22 

0.15 

Giant  Food  iioi 

1058.7 

0 

39.7 

2 

3.8 

3.7 

1 7. 1 

22.7 

1  4 

1 7 

20 

1 702 

2.01 

Great  Atlantic  &  Pacific  Tea  ( i  O) 

2773.0 

8 

31.6 

-8 

1 , 1 

1 .3 

10. 1 

12.6 

1 3 

1 3 

26 

1 90 1 

3.95 

Hannaford  Brothers 

485.9** 

23 

8. 1 

—  17 

1 .7 

2.5 

1 0.2 

1 5.7 

2 1 

20 

20 

830 

2.03 

Kroger 

4907.1 

8 

10.8 

NM 

0.2 

NM 

22.3 

NM 

19 

NA 

-15 

1968 

1 .21 

National  Convenience  Stores  |6) 

242.7 

-3 

-6.3 

NM 

NM 

NM 

NM 

-12.4 

NM 

-5 

NA 

94 

-0.47 

Penn  Traffic  n  i) 

691.9** 

-13 

0.1 

NM 

0.0 

NM 

NM 

NM 

NM 

-35 

NA 

131 

-4.94 

Ruddicko! 

362.4 

3 

6.3 

5 

1.7 

1.7 

9.7 

12.8 

12 

1  1 

13 

275 

2.39 

Safeway 

3400.4 

2 

26.7 

78 

0.8 

0.5 

8.9 

NM 

20 

NA 

NA 

1616 

1.00 

Seaway  Food  Town  (4| 

143.7 

2 

0.0 

-71 

0.0 

0.1 

6.5 

7.1 

13 

1 

17 

33 

1.09 

Smith's  Food  &  Drug  Centers 

532.9 

9 

10.4 

28 

2.0 

1.7 

7.6 

13.2 

29 

NA 

NA 

1080 

1.45 

Stop  &  Shop  in) 

1399.4 

9 

24.4 

44 

1.7 

1.3 

1.6 

2.3 

NA 

-31 

-41 

NA 

0.10 

Srjpermarkets  General  Holding  (i  i| 

1533.6 

-9 

4.7 

NM 

0.3 

NM 

NM 

NM 

NA 

NA 

NA 

NA 

-51.78 

Village  Super  Market  |S) 

174.0 

0 

0.4 

-76 

0.2 

0.9 

5.3 

4.7 

10 

26 

4 

25 

0.79 

Vons 

1223.3 

1 

12.7 

55 

1,0 

0.7 

10.6 

19.9 

22 

17 

NA 

1201 

1.40 

Weis  Markets 

325.5 

4 

20.8 

10 

6.4 

6.0 

14.2 

14.5 

16 

1 1 

9 

1426 

1.98 

Winn-Dixie  Stores  (6) 

2389.6 

3 

48.0 

14 

2.0 

1.8 

19.7 

20.1 

17 

4 

7 

2786 

2.12 

FUEL 

INDUSTRY  COMPOSITE                    1 08970. 5 

10 

6053.6 

44 

5.6 

4.2 

9.6 

14.1 

1 5 

1 

13 

281506 

3.20 

COAL 

GROUP  COMPOSITE 

983.3 

7 

32.9 

48 

3.3 

2.4 

9.5 

11.7 

11 

8 

13 

1925 

1.98 

Nocco  Industries 

304.9 

-7 

1.7 

-86 

0.6 

3.9 

6.5 

5.7 

19 

17 

7 

383 

2.25 

Nerco 

206.0 

18 

21.5 

10 

10.4 

113 

10.7 

13.8 

10 

16 

8 

853 

2.10 

Pittston 

472.4** 

13 

9.7 

NM 

2.0 

NM 

12.6 

13.4 

10 

-2 

103 

689 

1.78 

OIL  &  GAS 

GROUP  COMPOSITE                      1 02650.6 

10 

5798.3 

47 

5.6 

4.2 

9.5 

14.2 

14 

1 

9 

252449 

3.45 

Amerada  Hess 

2035.0** 

23 

75.7 

91 

3.7 

2.4 

1 1.6 

16.7 

8 

7 

45 

4345 

6.40 

Amoco 

6626.0 

3 

492.0 

6 

7.4 

7.3 

9.4 

13.8 

14 

5 

8 

26981 

3.84 

Ashland  Oil|3) 

1894.3 

-5 

26.6 

NM 

1.4 

0.0 

9.2 

14.0 

1 1 

6 

1961 

3.13 

Atlantic  Richfield 

4696.0* 

1 1 

351.0 

30 

7.5 

6.4 

14.1 

24.7 

12 

6 

46 

20679 

10.77 

Burlington  Resources 

467.2 

-7 

65.7 

-7 

14.1 

14.1 

5.7 

6.8 

26 

NA 

NA 

5242 

1.47 

Chevron 

10800.0*** 

16 

557.0 

18 

5.2 

5.1 

10.4 

15.1 

12 

-2 

-3 

27056 

6.36 

Coastal 

2536.8 

4 

54.3 

-28 

2.1 

3.1 

7.9 

10.3 

17 

24 

17 

3379 

1.94 

Crown  Central  Petroleum 

418.9 

-9 

-5.9 

NM 

NM 

0.3 

5.4 

5.8 

16 

14 

44 

299 

1.92 

Diamond  Shamrock 

639.5 

9 

4.3 

0 

0.7 

0.7 

13.3 

22.6 

8 

46 

83 

613 

3.10 

Exxon 

27729.0** 

13 

2240.0 

75 

8.1 

5.2 

12.3 

18.4 

13 

0 

-1 

74060 

4.73 

Holly  (5) 

123.4 

13 

2.7 

-37 

2.2 

3.9 

28.3 

78.7 

13 

-38 

51 

266 

2.43 

Kerr-McGee 

785.6 

0 

29.7 

10 

3.8 

3.4 

6.7 

7.8 

19 

-1 

0 

2125 

2.33 

Louisiana  Land  &  Exploration 

180.9** 

-19 

8.3 

-38 

4.6 

6.0 

8.5 

11.1 

23 

-7 

40 

1 128 

1.76 

Mapco 

702.2* 

10 

55.9 

52 

8.0 

5.8 

14.9 

45.2 

1 1 

-5 

20 

1653 

4.85 

Maxus  Energy 

210.4 

32 

14.0 

312 

6.7 

2.1 

2.9 

NM 

NM 

NA 

NA 

864 

-0.26 

Mitchell  Energy  &  Development  ( n ) 

246.3 

24 

17.6 

56 

7.1 

5.7 

5.8 

7.7 

18 

1 

-30 

846 

1.01 

Mobil 

15226.0** 

11 

710.0 

78 

4.7 

2.9 

10.0 

13.4 

13 

2 

13 

27474 

5.39 

Murphy  Oil 

470.9** 

2 

24.5 

37 

5.2 

3.9 

10.4 

12.4 

12 

-2 

1 

1297 

3.20 

Occidental  Petroleum 

5303.0 

3 

83.0 

-25 

1.6 

2.1 

NM 

-42.3 

NM 

9 

NA 

5704 

-5.91 

Oryx  Energy 

437.0 

-1 

82.0 

105 

18.8 

9.0 

1 1.4 

41.6 

12 

-25 

NA 

2718 

2.82 

Pennzoil 

549.2** 

-1 

22.0 

-33 

4.0 

5.9 

7,3 

6.6 

35 

18 

10 

2901 

2.08 

Phillips  Petroleum 

3285.0 

5 

186.0 

786 

5.7 

0.7 

12.5 

25.2 

10 

10 

12 

7309 

2.79 

Quaker  State 

188.5 

-10 

0.3 

-88 

0.1 

1.1 

5.6 

5.8 

18 

-2 

-25 

309 

0.64 

Sun 

3050.0*** 

-2 

41.0 

0 

1.3 

1.3 

4.7 

6.1 

17 

-12 

-31 

3451 

1.87 

Texaco 

10180.0** 

1 1 

415.0 

27 

4.1 

3.6 

12.3 

17.5 

12 

-12 

10 

17299 

5.55 

Tosco 

495.8 

4 

19.4 

NM 

3.9 

NM 

27.5 

42.0 

4 

NA 

30 

702 

6.68 

Union  Texas  Petroleum 

355.0** 

17 

58.0 

87 

16.3 

10.2 

11.3 

27.3 

15 

43 

1 

1445 

1.10 

Unocal 

2458.0** 

1 

75.0 

-3 

3.1 

3.2 

9.8 

15.6 

16 

10 

6 

6508 

1.70 

Unocal  Exploration 

273.8** 

34 

72.8 

4 

26.6 

34.1 

12.0 

22.5 

17 

NA 

8 

2861 

0.66 

Valero  Energy 

286.9 

10 

20.6 

112 

7.2 

3.7 

1 1.4 

15.0 

9 

7 

12 

976 

2.56 

PETROLEUM  SERVICES 

GROUP  COMPOSITE 

5336.6 

18 

222.4 

0 

4.2 

4.9 

11.5 

11.9 

24 

-5 

36 

27132 

1.59 

Baker  Hughes  (3) 

705.9 

17 

40.4 

33 

5.7 

5.0 

9.9 

11.1 

24 

9 

-7 

3919 

1.19 

Baroid 

154.5 

24 

3.6 

314 

2.4 

0.7 

7.6 

8.5 

23 

-5 

NA 

510 

0.30 

Dresser  industries  (2) 

1099.4 

26 

14.1 

-29 

1.3 

2.3 

10,0 

9.8 

19 

1 

320 

3136 

1.26 
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She  became  the 


firsJ 


the  Atlantic,  an  author, 
Just  what  youU  expect' 


Some  say  things  can't  be  done.  Others  do 
them,  proving  that  with  the  right 
combination  of  bravado  and  talent,  there's  no 
telling  what  you  can  accomphsh. 

Nicknamed  "Lady  Lindy,"  Amelia  Earhart 
was  not  only  the  first  woman  to  fly  solo  across 
the  Atlantic,  she  held  women's  speed 
and  distance  records  that  earned  her  place 
as  the  first  woman  to  receive  the 
Distinguished  Flying  Cross. 

As  a  nurse  during  World 
War  I,  Earhart  developed  an 
early  concern  for  her  fellow  man 

that  helped  her  champion 
human  rights  around  the 
world.  Her  memorable 
accomplishments  in  the 
air  moved  her  to  pen 
three  best-selling  books, 
She  served 
as  aviation  editor  for 
Cosmopolitan.  She  designed 
and  marketed  a  line  of  luggage  and 


founded  two  successful  airlines.  An  admirec 
poet,  she  inspired  two  popular  songs  and. 
even  a  foxtrot 


Telecommunications 


Information  Services 


Mobile  Communications 


voman  aviator  to  cross 
ntrepreneur  and  nurse. 
rom  afeshion  designer 


L      A      N  T 
C       E  A 


tly  called  Newfoundland 

t  Earhart  Hop. 

Her  adventurous 
istyle  so  enthralled  the  American  people  that 
t  created  fashions  for  top  department  stores 
e  Macy's  and  Marshall  Field's. 

If  you  understand  how 
nelia  Earhart  combined 
iny  talents  in  her  pursuit  of 
cellence,  you'll  understand 
the  commitment  of 
BellSouth. 

Individually, 
the  companies  of 
BellSouth  are 
considered  to  be 
some  of  the 
best  in  their  field.  Brought  together 
to  serve  your  needs,  they  can  provide 


HERE'S  HOW  BELLSOUTH 
INTEGRATED  MANY  DIFFERENT 

T\LENTSTOHELPTHE 
HEALTH  CARE  INDUSTRY  MEET 
TPS  COMMUNICAHONS  NEEDS. 

Developed  a  system  Jor  electronic 
insurance  claims  processing  utilizing  an 
advanced  interactive  network,  reducing 
overhead  costs  and  handling  time. 

Created  disaster  recovery  systems 
employing  network  and  cellular  services. 

Designed  an  interactive  network 
linking  medical  centers,  physician  groups, 
insurance  companies  and  employers  to 
achieve  a  significantly  higher  level  of  cost 
effectiveness  in  the  provision  of  services. 


In  fact,  for  the  last  three  years 
in  an  annual  Fortune  magazine  survey, 
senior  industry  executives 
have  chosen  BellSouth  as  the 
telecommunications 
company  they  most  admired 
in  the  United  States. 

Which  means  if  you're 
looking  at  your  ovm  business 
or  personal  communications 
needs,  it's  quite 
likely  you'll  find 
the  companies 
of  BellSouth  to 


be  exactly  the  kind  of  partner 

,11.      p  f7r$kuix.s 

you  re  looiang  tor  hf/hi/MSMJmr- 
Because  after  all,  when 


technologically  advanced  solutions  to 

a  variety  of  problems  in  health  care,  you  surround  a  problem 

%     manufacturing,  retailing,  with  remarkable  talent,  there's 

banking,  government  and  others,  no  telling  how  far  you  can  go. 

'i  lSI28.  THE  HEARST  CORTORATION.REPRESENa/VnON  Of /U1ELIA  EARHART  iU9«)MUWELEAfUHARTMORRISSEY  UNDER  LICENSE  AUTHORJi^DBVC^ 


idvertising  Services 


BELLSOUTH 


Everything  you  expectjrom  a  leader' 


COMPANY  SALES  PROFITS  RETURN 


MARGINS  5-YEAR  GROWTH  MARKET 


VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNING 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAl 

EQUITY 

PE 

EQUITY 

SHARE 

426 

PER 

$  Mil 

$  Mil 

7. 

4-26 

$  Mil. 

SHARE 

Grace  Energy 

133.5** 

17 

4.1 

-31 

3  1 

5.2 

3.3 

3.6 

21 

NA 

NA 

424 

0.84 

Halliburton 

1732.4** 

9 

27.4 

-24 

1.6 

2.3 

8.2 

.  8.4 

24 

-3 

49 

4499 

1.77 

Schlumberger 

1511.0 

24 

132.8 

3 

8.8 

10.5 

18.0 

17.7 

25 

-14 

13 

14645 

2.42 

12  HEALTH  CARE 

INDUSTRY  COMPOSITE 

37423.5 

1 1 

4138.9 

43 

11.1 

8.6 

21.2 

26.5 

22 

10 

18 

304757 

2.74 

(a|  DRUG  DISTRIBUTION 

GROUP  COMPOSITE 

8035.4 

9 

183.0 

13 

2.3 

2.2 

1 1.7 

1 5.6 

18 

10 

10 

951 1 

1.76 

Bergen  Brunswig  (4| 

1 161 .7** 

7 

17.1 

1 1 

1.5 

1.4 

1 1.2 

14.4 

13 

25 

18 

868 

1.93 

Dig  o  1 1  1 ) 

1 36  3 

2  5 

1 99 

1  .o 

0.6 

—2.2 

NM 

0 

93 

—0. 1 9 

Bindley  Western  Industries 

545  5 

26 

2  0 

24 

U  4 

U.4 

14  t 

12.5 

1 6 

6 

1 06 

1 .05 

Durr^Fillauer  AAedical 

222  0 

]  ] 

4  1 

1 4 

1  8 

1  8 

1  J.O 

13.9 

OA 

1  .Jo 

Fay's  (1 1) 

190.7 

18 

5.0 

44 

2.6 

2.2 

12.0 

16.0 

18 

6 

39 

224 

0.80 

Lon^s  Dru^  Stores  n  1 } 

680  9 

1 3 

17  2 

_9 

0 

/.J 

o.  1 

15  7 

5 

1 3 

2173  8* * 

27  2 

49 

1  3 

0  9 

1 2  2 

1 7  6 

1 3 

Q 

1 250 

2  46 

Perry  Drug  Stores  |2) 

171.2 

-4 

1.5 

-52 

0.9 

1.7 

NM 

-2.1 

NM 

-13 

-33 

67 

-0.10 

Rite  Aid  1101 

932.6 

9 

39.0 

12 

4.2 

4.1 

9.7 

14.4 

17 

16 

6 

1774 

2.59 

Wolgreen  i4i 

1820.8 

1 1 

67.5 

9 

3.7 

3.8 

14.8 

18.1 

21 

14 

14 

3892 

1.49 

|b|  DRUGS  &  RESEARCH 

14223.0 

12 

2743.0 

1 8 

1 9.3 

1 8.2 

28.1 

32.1 

21 

10 

1 9 

1  BOO  t  '% 

3.03 

Allergan 

21 1,8 

9 

15.7 

15 

7.4 

7.0 

14.8 

15.6 

18 

NA 

NA 

1507 

1.23 

American  Home  Products 

1764.3 

-3 

352.5 

12 

20.0 

17.3 

37.2 

47.4 

15 

1 

1  1 

18606 

4.03 

Amgen  (9i 

139.5 

145 

36.9 

476 

26.4 

11.2 

9.6 

1 1.5 

NM 

36 

129 

5370 

0.78 

Bristol-Myers  Squibb 

2734.6 

1 1 

492.6 

20 

18.0 

16.6 

32.4 

33.8 

22 

18 

5 

39941 

3.48 

Genentech 

132.0** 

10 

19.4 

46 

14.7 

1 1.0 

NM 

-10.3 

NM 

29 

NA 

3263 

-1.07 

Lilly  (Eli) 

1435.5 

16 

388.6 

14 

27.1 

27.5 

29.8 

33.9 

19 

9 

18 

21004 

4.09 

Marion  Merrell  Dow 

644.0 

1  1 

139.0 

25 

21.6 

19.2 

36.6 

40.8 

20 

48 

52 

10261 

1.83 

Merck 

2048.9 

17 

483.5 

20 

23.6 

23.0 

40.6 

48.5 

23 

9 

30 

42182 

4.78 

Pfizer 

1695.7 

14 

267.4 

6 

15.8 

17.0 

16.1 

16.0 

23 

1 1 

6 

18452 

2.43 

Schering-Plough 

949.3 

10 

173.2 

15 

18.2 

17.4 

26.6 

28.3 

19 

8 

22 

10907 

2.63 

Syntex  (5) 

444.1 

30 

101.5 

41 

22.9 

21.0 

36.1 

42.5 

24 

0 

21 

9405 

1.75 

Upjohn 

806,1 

1  1 

133.3 

15 

16.5 

15.9 

19.4 

30.8 

17 

4 

15 

7872 

2.59 

Warner-Lambert 

1217.2 

1 1 

139.5 

16 

1  1.5 

10.9 

29.3 

36.0 

20 

9 

16 

10042 

3.75 

|c)  HEALTH  CARE  SERVICES 

CROUP  COMPOSITE 

5848.9 

1 1 

256.7 

31 

4.4 

3.7 

9.4 

1 7.0 

19 

7 

23 

17330 

1 .60 

American  Medical  Holdings  (4| 

653,3 

8 

-9.4 

NM 

NM 

NM 

MM 

-12.9 

NM 

NA 

NA 

475 

-0.80 

Beverly  Enterprises 

545,9 

9 

4.4 

551 

0.8 

0.1 

5.7 

4.0 

47 

-10 

NA 

750 

0.24 

FHP  International  (6| 

338.2 

27 

10.4 

15 

3.1 

3.4 

18.9 

20.8 

22 

1  10 

35 

716 

1.18 

Foundation  Health  (6| 

241.6 

9 

8.5 

1 17 

3.5 

1.8 

46.5 

NM 

16 

NA 

NA 

214 

1.88 

Hillhaven  |7| 

312.5** 

1 1 

0.1 

-69 

0.0 

0.2 

2.7 

0.5 

NA 

NA 

NA 

283 

NA 

Humana  |4) 

1379.0 

16 

87.0 

15 

6.3 

6.4 

14.8 

18.8 

16 

14 

20 

5288 

3.17 

Lifetime 

205.0 

28 

4.4 

25 

2.2 

2.2 

10.0 

12.7 

14 

39 

44 

243 

1.98 

Manor  Care  (7) 

198.1 

15 

5.3 

8 

2.7 

2.9 

NA 

13.1 

27 

8 

-22 

802 

0.79 

National  Health  Laboratories 

141.9 

16 

24.5 

23 

17.3 

16.3 

NA 

34.0 

20 

NA 

NA 

1783 

0.88 

National  Medical  Enterprises  {7) 

955.7 

-6 

71.2 

13 

7.4 

6.2 

1  1.5 

19.6 

15 

5 

12 

3858 

3.35 

Pacificare  Health  Systems  (3) 

300.1 

22 

7.0 

80 

2.3 

1.6 

26.5 

26.9 

19 

19 

33 

367 

1.71 

U.  S.  Healthcare 

400.7** 

25 

33.4 

179 

8.3 

3.7 

42.4 

42.4 

24 

7 

13 

2347 

2.06 

Universal  Health  Services 

176.9 

-1 

9.7 

74 

5.5 

3.1 

7.5 

9.4 

13 

1 

-3 

202 

1.12 

Id)  MEDICAL  PRODUaS 

GROUP  COMPOSITE 

9316.2 

12 

956.2 

327 

10.3 

2.7 

I8.I 

21.6 

23 

1 1 

20 

79104 

2.76 

Abbott  Laboratories 

1653.6 

15 

254.1 

13 

15.4 

15.6 

31.1 

35-1 

22 

1  1 

18 

22047 

2.30 

Bard(C.  R.) 

21  1.5 

8 

13.6 

48 

6.4 

4.7 

13.3 

13.1 

30 

7 

5 

1373 

0.85 

Bausch  &  Lomb 

339.4 

8 

25.7 

15 

7.6 

7.1 

15.1 

16.3 

19 

14 

15 

2444 

4.48 

Baxter  International 

2122.0 

12 

1 10.0 

NM 

5.2 

NM 

1 1.9 

13.1 

19 

12 

NA 

9699 

1.84 

Becton,  Dickinson  i3i 

556.8 

7 

49.0 

8 

8.8 

8.7 

11.0 

15.4 

16 

1 1 

16 

2886 

4.80 

imcera  Group  (6| 

408.8 

10 

27.2 

54 

6.7 

4.8 

8.1 

10.0 

26 

NA 

14 

221 1 

3.72 

Johnson  &  Johnson 

3149,0 

12 

418.0 

71 

13.3 

8  7 

23.6 

26.9 

24 

9 

24 

31601 

3.95 

Medtronic  |8) 

252.2 

17 

34.2 

20 

13.6 

13.2 

19.7 

19.0 

27 

10 

20 

3461 

4.29 

Owens  &  Minor 

313.0 

7 

2.3 

53 

0.7 

0.5 

9.1 

1  1.3 

17 

20 

-4 

162 

1.12 

U.  S.  Surgical 

190.1 

80 

16.2 

95 

8.5 

7.8 

14.6 

22.4 

58 

16 

34 

2826 

2.01 

Westmark  International 

1 19.7 

1 

5.9 

16 

4.9 

4,3 

6.4 

6  1 

24 

3 

NA 

394 

1.72 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

6018.2 

-9 

98.1 

-71 

1.6 

5.1 

9.8 

15.7 

15 

8 

7 

13962 

1.53 

(a)  BUILDING  MATERIALS 

GROUP  COMPOSITE 

4563.2 

-9 

87.4 

-69 

1.9 

5.6 

10.8 

17.7 

15 

6 

7 

12105 

1.58 

Barnes  Group 

130,9 

-7 

1.9 

-48 

1.5 

2.6 

8.9 

1 1.9 

12 

1 

1 

182 

2.47 

Lafarge 

216,3 

-17 

79.1 

58 

36.6 

19.2 

13.1 

20.3 

4 

18 

32 

731 

3.18 

Manville 

495.7 

-4 

35.0 

41 

7.1 

4.8 

9.0 

16.3 

8 

-14 

-32 

312 

0.83 

Owens-Corning  Fiberglas 

620.0 

-17 

-23.0 

NM 

NM 

4.4 

10.7 

NM 

54 

.NIA 

5 

1009 

0.46 

PPG  Industries 

1376.7 

-7 

21.9 

-83 

1.6 

8.5 

1 1.4 

14.6 

14 

7 

15 

5156 

3.48 

Sherwin-Williams 

528.1 

6 

7.5 

-25 

1.4 

2.0 

12.8 

15.7 

17 

10 

10 

2017 

1.38 

Tecumseh  Products 

317.5 

-23 

4.9 

-69 

1.5 

3.8 

0.6 

0.5 

NM 

8 

-15 

498 

0.60 
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36  BUSINESS  WEEK/MAY  20.  1991  CORPORATE  SCOREBOAR 


COMPANY  SAiES   PROFITS   RETURN 


MARGINS  5-YEAR  GROWTH  market 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

^1  1  A  DTCD 

tJUAK  1  tK 

rM  iactfij 

\J\Jf\ly  1 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-26 

PER 

$  Mil 

$  Mil. 

4-26 

$  MIL 

SHARE 

Texas  Industries  (7) 

143.1 

2 

-4.8 

NM 

NM 

NM 

8.0 

7.6 

10 

7 

NA 

201 

1.90 

USG 

416.0 

-15 

-35.0 

NM 

NM 

1.4 

NM 

NM 

NM 

NA 

NA 

83 

-1.76 

Vol  spar  (2) 

121.7 

9 

2.0 

-35 

1.7 

2.8 

15.5 

20.0 

18 

13 

19 

469 

2.35 

Vulcan  Materials 

197.0 

-15 

-2.2 

NM 

NM 

8.1 

12.9 

14.6 

15 

6 

14 

1448 

2.57 

CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

I45S.0 

-9 

10.7 

-81 

0.7 

3.5 

7.7 

8.8 

15 

20 

9 

1857 

1.30 

Asset  Investors 

138.1** 

-9 

8.0 

-3 

5.8 

5.4 

NA 

13.8 

6 

40 

NA 

168 

2.09 

Centex  (9i 

51 1.9** 

-8 

4.2 

-73 

0.8 

2.8 

1 1.7 

9.1 

14 

7 

9 

588 

2.83 

Kaufman  &  Broad  Home  in 

318.9 

1 

2.6 

-80 

0.8 

4.2 

10.0 

12.5 

17 

8 

10 

433 

0.91 

PHM 

254.2** 

3 

0.3 

-98 

0.1 

4.9 

NA 

5.6 

23 

14 

18 

388 

0.73 

Ryland  Group 

231.8 

-27 

-4.4 

NM 

NM 

2.0 

6.5 

3.9 

35 

22 

8 

279 

0.66 

LEISURE  TIME  INDUSTRIES 


INDUSTRY  COMPOSITE 

16634.7 

4 

597.8 

-25 

3.6 

5.0 

8.8 

13.2 

20 

8 

12 

69334 

1.63 

EATING  PLACES 

GROUP  COMPOSITE 

3409.2 

3 

156.7 

18 

4.6 

4.0 

8.7 

18.3 

18 

10 

12 

15696 

1.32 

Bob  Evans  Farms  (8| 

126.4 

10 

8.7 

47 

6.9 

5.2 

NA 

14.1 

18 

15 

10 

554 

1 .01 

McDonald's 

1557.8 

3 

168.5 

7 

10.8 

10.5 

1  1.5 

20.1 

15 

12 

15 

12344 

2.23 

Morrison  (7) 

247.0*  * 

8 

7.4 

5 1 

3.0 

2.2 

N  A 

13.3 

1 8 

4 

1 2 

398 

1  .Jo 

Shoney*s  (2) 

275.5** 

7 

6.1 

28 

2.2 

1.8 

26.7 

NM 

23 

NA 

-1  1 

686 

0.78 

TW  Holdings 

834.6 

-2 

-43.3 

NM 

NM 

NM 

NM 

-46.7 

NM 

NA 

NA 

419 

-0.58 

Vicorp  Restaurants  |2| 

124.7** 

8 

3.4 

50 

2.8 

2.0 

12.2 

1 1.6 

20 

-4 

29 

243 

1.32 

Wendy's  International 

243.3 

2 

5.9 

98 

2.4 

1 .2 

7.6 

9.3 

25 

0 

-5 

1 053 

0.43 

ENTERTAINMENT 

GROUP  COMPOSITE 

2512.9 

10 

135.2 

-37 

5.4 

9.3 

10.8 

14.0 

20 

21 

18 

21 124 

2.57 

oiockouster  entertainment 

1 76.8 

27 

1 5.9 

1 8 

9.0 

9.7 

16.6 

22.6 

26 

1 20 

84 

1734 

0  45 

Disney  (Walt)  (31 

1439.0 

10 

126.6 

-29 

8.8 

13.7 

13.1 

21.9 

20 

25 

37 

14950 

5.70 

Paramount  Communications  |2) 

897.1 

6 

-7.3 

NM 

NM 

2.5 

6.9 

6.0 

20 

16 

-12 

4440 

1.93 

HOTEL  &  MOTEL 

GROUP  COMPOSITE 

2912.7 

7 

49.8 

-51 

1.7 

3.8 

6.8 

12.7 

26 

-4 

4 

6868 

1.10 

Caesars  World  isi 

207.9 

2 

4.0 

179 

1.9 

0.7 

9.6 

12.9 

13 

-1 

14 

470 

1.52 

Circus  Circus  Enterprises  1 1 1 1 

176.3 

49 

14.7 

19 

8.4 

10.4 

15.0 

45.3 

22 

-1 

28 

1716 

2.78 

Golden  Nugget 

208.3 

0 

1 1.0 

-37 

5.3 

8.3 

8.5 

19.2 

20 

-16 

38 

396 

1.19 

Hilton  Hotels 

266.9** 

1 

12.3 

-51 

4.6 

9.5 

8.4 

10.8 

21 

7 

3 

2054 

2.07 

Marriott 

1827.0 

9 

10.0 

-64 

0.5 

1.7 

4.6 

7.1 

63 

-14 

-12 

1708 

0.29 

Promus 

226.3 

-3 

-2.2 

NM 

NM 

7.5 

4.3 

1.7 

NM 

NA 

NA 

522 

0.15 

OTHER  LEISURE 

GROUP  COMPOStTE 

7799.9 

2 

256.0 

-27 

3.3 

4.6 

8.7 

10.7 

20 

4 

9 

25645 

1.57 

American  Greetings (loi 

380.9** 

1 1 

22.1 

17 

5.8 

5.5 

10.3 

13.0 

15 

7 

-7 

1215 

2.61 

Brunswick 

493.0 

-28 

-8.5 

NM 

NM 

2.1 

5.7 

5.8 

25 

8 

-5 

1214 

0.54 

Carnival  Cruise  Lines  O) 

328.3 

27 

30.5 

21 

9.3 

9.7 

15.1 

20.4 

15 

43 

13 

3216 

1.58 

Eastman  Kodak 

4422.0 

8 

178.0 

-1  1 

4.0 

4.8 

7.7 

10.1 

20 

1 

17 

13878 

2.1 1 

Fleetwood  Enterprises  |8| 

279.1 

-20 

1.9 

-79 

0.7 

2.6 

11.3 

8.7 

18 

1 1 

7 

651 

1.63 

Harley-Davidson 

196.2 

-10 

4.5 

-63 

2.3 

5.6 

14.6 

15.5 

18 

103 

48 

558 

1.73 

Harmon  International  Industries  |6| 

149.1 

4 

-1  1.5 

NM 

NM 

2.4 

NM 

-7.3 

NM 

36 

9 

69 

-0.91 

Hasbro 

306.6 

2 

20.5 

5 

6.7 

6.5 

10.7 

10.4 

18 

15 

-2 

1582 

1.57 

Huffy 

168.7 

31 

6.1 

1 

3.6 

4.7 

1 1.6 

16.9 

10 

1 1 

92 

180 

2.07 

Mattel 

262.1 

12 

10.1 

20 

3.9 

3.6 

21.8 

28.3 

14 

1 1 

13 

1288 

1.84 

Outboard  Marine  13) 

234.4 

-24 

-23.6 

NM 

NM 

NM 

NM 

-19.4 

NM 

10 

NA 

293 

-5.31 

Polaroid 

441.2 

1 

16.4 

-48 

3.7 

7.3 

17.4 

47.0 

14 

-31 

22 

1314 

1.90 

Trans  World  Music  (ill 

138.4 

17 

9.4 

-7 

6.8 

8.6 

17.3 

20.6 

13 

78 

43 

186 

1.60 

iMANUFACTURING 


INDUSTRY  COMPOSITE 

23164.6 

-1 

582.5 

-45 

2.5 

4.5 

9.5 

11.0 

18 

10 

20 

68323 

2.18 

GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

9435.8 

5 

520.2 

-IS 

5.5 

6.8 

13.9 

16.6 

18 

10 

14 

42058 

2.78 

Avery  Dennison 

659.9 

7 

17.1 

-30 

2.6 

4.0 

NA 

NA 

NM 

20 

-26 

1082 

0.02 

Blount  iioi 

143.8** 

-8 

-2.0 

NM 

NM 

1.5 

3.6 

0.7 

NM 

4 

6 

123 

0.09 

Carlisle 

144.1 

-4 

2.3 

-45 

1.6 

2.7 

9.1 

10.1 

13 

2 

5 

261 

2.65 

Corningt 

691.2 

15 

47.2 

1 

6.8 

7.7 

12.6 

15.5 

19 

9 

19 

5454 

3.09 

Crane 

306.2 

-13 

9.3 

-31 

3.1 

3.8 

14.6 

18.5 

14 

16 

23 

816 

1.84 

Harsco 

454.5 

17 

12.0 

-8 

2.6 

3.3 

14.2 

16.3 

10 

-3 

-9 

721 

2.73 

Hillenbrand  Industries  in 

283.4 

1 

19.4 

-2 

6.8 

7.1 

13.7 

16.9 

21 

1 1 

19 

1583 

2.05 

Illinois  Tool  Works 

608.2 

7 

41.2 

1 

6.8 

7.2 

13.3 

16.2 

17 

22 

36 

3049 

3.34 

Jostens|6| 

166.4 

3 

11.0 

3 

6.6 

6.6 

22.3 

23.0 

21 

6 

12 

1337 

1.55 

Mark  IV  industries (loi 

263.8 

33 

4.7 

0 

1.8 

2.4 

9.3 

14.9 

7 

71 

45 

168 

1  63 

Minnesota  Mining  &  Mfg. 

3389.0 

7 

300.0 

-10 

8.9 

10.6 

18.7 

20.8 

15 

8 

16 

19208 

5.77 

Newell 

242.3 

-6 

20.2 

-16 

8.3 

9.4 

17.3 

19.2 

20 

34 

30 

1921 

1.60 

Nortek 

222.0 

-16 

-7.5 

NM 

NM 

NM 

NM 

-24.3 

NM 

0 

NA 

42 

-3.29 

Parker  Hannifin  |6) 

603.7 

-5 

13.8 

-54 

2.3 

4.7 

8.2 

9.3 

14 

10 

3 

1268 

1.86 

Robertson  Ceco 

181.3 

68 

-10.7 

NM 

NM 

NM 

NM 

-9,1 

NM 

1 

NA 

69 

-1.19 
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COMPANY 


SALES 


PROFITS 


RETURN 


MARGINS 


5-YEAR  GROWTH 


MARKET 
VALUE 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNING 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

EQUITY 

SHARE 

$  MIL 

$  MIL 

4-26 

i  MIL 

SHARE 

Kubbermaid  J 

410.9 

7 

38.7 

10 

9,4 

9.2 

18.2 

19.1 

28 

20 

18 

4120 

1.81 

Trinovo 

434.8 

—  1 0 

1  Q 

1 .0 

—87 

0,4 

3.0 

6.4 

5.7 

2 1 

1 

-2 

649 

1 .09 

Valmont  Industries 

230.1 

7 

1.7 

-61 

0.7 

2.1 

10.5 

1 1.4 

15 

17 

58 

189 

1.10 

(b)  MACHINE  &  HAND  TOOLS 

GROUP  COMPOSITE 

2769.9 

-1 

22.7 

-79 

0.8 

3.8 

6.2 

7.6 

19 

8 

44 

5455 

1.20 

Black  &  Decker 

1087.6 

8 

4.1 

-59 

0.4 

1.0 

5.3 

5.0 

17 

1 1 

4 

793 

0.74 

Cincinnati  Milacron 

181.1 

-2 

-5.9 

NM 

NM 

1.4 

NM 

-12,8 

NM 

-3 

NA 

314 

-1.19 

Olark  Ec|uipnient 

ouo.o 

—2 1 

—  10./ 

4. 1 

4.3 

3.3 

25 

7 

NA 

458 

1 .06 

Danaher 

203.7** 

13 

3.9 

-63 

1.9 

5.9 

7.5 

9.5 

19 

44 

46 

553 

1.06 

Kennametal  i&) 

157.8 

-2 

5.9 

-44 

3.8 

6.6 

10.8 

1 1.6 

13 

4 

57 

367 

2.68 

Snap-on  Tools 

223.0** 

-7 

17.4 

-44 

7.8 

13.0 

13.9 

13,7 

14 

14 

13 

1254 

2.1 1 

SPX 

1  JO.  / 

—6 

—Z.J 

2.5 

4.4 

5. 1 

20 

—4 

—  10 

223 

0.80 

Stanley  Works 

453.6 

-6 

15.5 

-31 

3.4 

4.6 

10.0 

14,7 

1  5 

7 

8 

1493 

2.39 

|c|  SPECIAL  MACHINERY 

GROUP  COMPOSITE 

8492.2 

-6 

83.1 

-79 

1.0 

4.3 

9.3 

8.5 

17 

9 

40 

18448 

2.24 

Allied  Products 

135.2 

-16 

0.8 

-79 

0.6 

2.4 

NM 

-12.1 

NM 

15 

NA 

17 

-2.25 

Applied  Materials  |2) 

144.6 

4 

4.2 

-62 

2.9 

8.0 

8.7 

9.0 

20 

31 

79 

531 

1.60 

Briggs  &  Stratton  |6) 

309.8 

-9 

23.6 

-8 

7.6 

7.6 

1 1.8 

14.8 

1  1 

-2 

1 

434 

2.74 

Caterpillar 

2586.0** 

-10 

-32.0 

NM 

NM 

3.5 

5.0 

1.7 

60 

9 

20 

4793 

0.79 

Deere  (21 

1437.7** 

-12 

-43.1 

NM 

NM 

4.8 

12.2 

9.9 

13 

8 

70 

3748 

3.81 

Dover 

553.4 

5 

29.4 

-19 

5.3 

6.9 

19.9 

18.9 

16 

5 

16 

2354 

2.45 

FMC 

877.4 

8 

38.7 

2 

4.4 

4.7 

18.5 

104.3 

10 

NA 

28 

1469 

4.32 

Gmil^c  Piimnc 

1318 

6  8 

5  1 

5  1 

14  0 

14  6 

1  4 

1 0 

1 0 

1  51 

Harnischf  eger  Industries  |2) 

379. 1 

—  10 

13.7 

-6 

3.6 

3.5 

11.9 

1 1 .7 

9 

39 

29 

590 

2.16 

Ingersoll-Rand 

864.2 

-4 

28.4 

-38 

3.3 

5. 1 

10.9 

10.8 

14 

8 

21 

2392 

3.24 

Interlake 

179.2 

-10 

-5.0 

NM 

NM 

NM 

NM 

NM 

NM 

NA 

NA 

44 

-1.63 

Pentair 

289.1 

1 

7.4 

31 

2.6 

2.0 

8.7 

13.4 

13 

1 1 

10 

363 

2.66 

Stewart  &  Stevenson  Services  (i  i 

168.5 

—  1 1 

6.5 

—22 

3.8 

4,4 

14.6 

1 6.7 

1 8 

1 2 

52 

538 

1 .97 

Timken 

436.2 

7 

3.8 

-80 

0.9 

4,7 

4.2 

3.7 

19 

7 

56 

734 

1.35 

(d)  TEXTILES 

GROUP  COMPOSITE 

2466.8 

-7 

-43.6 

NM 

NM 

NM 

0.3 

-1.9 

NM 

15 

NA 

2361 

0.15 

Albany  International 

133.6** 

2 

0.0 

NM 

0.0 

1.9 

2.9 

2.1 

70 

36 

-9 

355 

0.20 

Delta  Woodside  Industries  i&i 

147.2 

26 

6.6 

NM 

4.5 

NM 

16,2 

13.3 

12 

87 

-34 

214 

0.94 

DWG  81 

320.1 

-1 

-5.1 

NM 

NM 

1.8 

NM 

-22.1 

NM 

3 

NA 

94 

-0.86 

Fieldcrest  Cannon 

260.6 

-5 

-3.5 

NM 

NM 

0.1 

NM 

-17.4 

NM 

4 

NA 

127 

-4.01 

Guilford  Mills  I6i 

126.8 

-2 

2.0 

-32 

1.5 

2.2 

NM 

8.3 

12 

4 

NA 

177 

1.65 

Interface 

151.5 

-2 

1.7 

-73 

1.1 

3  9 

7,5 

9.7 

1  1 

37 

21 

213 

1.12 

Show  Industries  !6) 

341.5 

-14 

0.3 

-98 

0.1 

3.8 

11,1 

22.2 

17 

13 

25 

690 

1.50 

Springs  Industries 

430.4 

-6 

1,4 

-81 

0.3 

1.6 

NM 

-2.3 

NM 

6 

NA 

492 

-0-75 

Wickes  [)  11 

555.1 

-17 

-46.9 

NM 

NM 

NM 

NM 

-7.7 

NA 

20 

NA 

NA 

NA 

16METALS&  MINING 

INDUSTRY  COMPOSITE 

12486.1 

-6 

294.0 

-62 

2.4 

5.8 

6.3 

5.1 

28 

16 

39 

32339 

1.06 

(°)  ALUMINUM 

GROUP  COMPOSITE 

5276.6 

-4 

181.2 

-40 

3.4 

5.5 

8.0 

7.9 

14 

17 

40 

11818 

3.48 

Aluminum  Co.  of  America 

2410.0 

-9 

97.0 

-35 

4.0 

5.6 

7.3 

4.7 

24 

1 1 

18 

5684 

2.85 

Amax 

928.4 

0 

32.0 

-36 

3.4 

5.4 

8.0 

9.3 

1  1 

28 

31 

2189 

2.38 

Maxxom 

563.5 

-2 

24.7 

-8 

4.4 

4.7 

15.6 

36.0 

3 

NA 

61 1 

383 

14.96 

Reynolds  Metals 

1374.7 

-1 

27,5 

-65 

2.0 

5.6 

6.2 

8.4 

14 

26 

30 

3562 

4.16 

(bl  STEEL 

GROUP  COMPOSITE 

4718.4 

-10 

-88.4 

NM 

NM 

3.4 

-3.4 

-12.2 

NM 

10 

NA 

7214 

-2.00 

Allegheny  Ludlum 

266,5 

-5 

12,5 

-46 

4.7 

8.3 

13.4 

16.2 

15 

21 

12 

842 

1.76 

Armco 

410.5 

-8 

-39.6 

NM 

NM 

2.9 

NM 

-13.7 

NM 

5 

NA 

398 

-1.30 

Bethlehem  Steel 

1055.6 

-13 

-39.2 

NM 

NM 

1.8 

NM 

-46.4 

NM 

17 

NA 

1062 

-7.25 

Carpenter  Technology  |6| 

146.8 

-7 

6.4 

-55 

4.4 

9,1 

8.2 

11.0 

12 

0 

25 

41 1 

4.00 

Commercial  Metals  |4| 

279.9** 

1 

1.5 

-72 

0.5 

2.0 

9.0 

9.3 

12 

9 

27 

220 

1.68 

Cyclops  Industries 

255.0 

-15 

-3.5 

NM 

NM 

1.2 

NM 

-14.2 

NM 

NA 

NA 

99 

-1.45 

Inland  Steel  Industries 

832.7 

-16 

-40.0 

NM 

NM 

1.9 

NM 

-8.1 

NM 

9 

NA 

618 

-3.40 

Lone  Star  Technologies 

150.1 

3 

9.1 

10 

6.1 

5.7 

NM 

30.2 

3 

-16 

NA 

152 

2.29 

Lukens 

156.1 

-9 

8.8 

-19 

5.6 

6.4 

13.9 

19.9 

9 

12 

43 

369 

4.82 

Nucor 

350.5 

1 

14.0 

-7 

4.0 

4.3 

9.8 

1  1.3 

23 

14 

7 

1703 

3.45 

Quanex  !2i 

142.5 

-2 

2.4 

-37 

1,7 

2.7 

9.9 

16.3 

8 

8 

29 

175 

1.94 

Weirton  Steel 

253.2 

-19 

-28.5 

NM 

NM 

1.3 

NM 

-10.5 

NM 

NA 

NA 

100 

-1.47 

Wheeling  Pittsburgh 

223.5 

-13 

1.5 

-94 

0,7 

9.8 

NA 

NM 

NM 

NA 

NA 

41 

-58.41 

Worthington  Industries  (7| 

195.5 

-12 

6.2 

-51 

3,2 

5.7 

1  1.9 

14.4 

20 

1  1 

1  1 

1024 

1.27 

(c)  OTHER  METALS 

GROUP  COMPOSITE 

2491.1 

-3 

201.2 

-30 

8.1 

11.2 

13.8 

17.4 

12 

21 

45 

13308 

2.26 

Asarco 

465.2 

-1 1 

8.0 

-78 

1,7 

6  9 

7.4 

8-0 

8 

21 

-10 

1016 

2.94 

Cyprus  Minerals 

418.6 

-3 

21.2 

-32 

5.1 

7.3 

7.3 

7.9 

9 

8 

67 

793 

2.16 

Hreeport-McMoRan  Copper  &  Gold     119  2 

49 

22.1 

41 

18.5 

19.5 

20.2 

47.4 

21 

NA 

NA 

2129 

1.13 

Inspiration  Resources 

273.0** 

10 

-15.6 

NM 

NM 

NM 

NM 

-8.7 

NM 

6 

NA 

199 

-0.42 

Vugma  Copper 

174.2 

-4 

7.0 

-38 

4.0 

6.2 

12.9 

13.1 

3 

26 

NA 

175 

2.37 
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CORPORATE  SCOREBOARd 


COMPANY  SAI.es  PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 

VALUE  12 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

PE 

EQUITY 

SHARE 

426 

PER 

$  MIL 

$  MIL. 

4-26 

7. 

J  MIL 

SHARE 

Newmont  Gold 

139.3 

-13 

34.2 

-19 

24,6 

26.5 

21.1 

21.7 

27 

90 

30 

3592 

1.27 

Newmont  Mining 

151.3 

-9 

37.4 

-12 

24.7 

25.8 

33.9 

149.0 

14 

NA 

6 

2369 

2.50 

Phelps  Dodge 

601.8 

-6 

77.3 

-31 

12.8 

17.3 

20.5 

25.0 

6 

17 

120 

2320 

12.15 

Precision  Caslparts  |9) 

148.5 

14 

9.6 

9 

6.5 

6.7 

1 1.7 

13.0 

21 

37 

29 

714 

1.92 

NONBANK  FINANCIAL 

INDUSTRY  COMPOSITE 

62763.7 

7 

3726.5 

44 

5.9 

4.4 

13.3 

12.3 

13 

1 1 

13 

155197 

3.30 

)FiNANCIAL  SERVICES 

CROUP  COMPOSITE 

29750.9 

10 

1920.7 

131 

6.5 

3.1 

IS.I 

16.5 

12 

12 

7 

75897 

3.20 

Alexander  &  Alexander 

332.4 

7 

4  ] 

-21 

1  2 

1 .7 

10  2 

1 2.5 

17 

7 

1 

927 

1.32 

Alleghany 

292.9** 

—  1 1 

2  6 

—76 

0  9 

3  3 

8  9 

9  3 

1 0 

_5 

613 

9.16 

American  Express 

6292.0** 

7 

264.0 

NM 

4.2 

NM 

30.1 

16.8 

1 1 

3 

-10 

12134 

2.39 

Bear  Stearns  |6) 

626.9** 

7 

57.7 

66 

9.2 

5.9 

66.4 

14.3 

12 

11 

-5 

1457 

1.24 

Block  (H&R)  18) 

180.1 

13 

—6.5 

NM 

NM 

NM 

NA 

26.9 

24 

15 

16 

2766 

2.20 

Broad  (3) 

201.8** 

6 

10.0 

0 

4.9 

5.2 

9.2 

1 1,9 

10 

10 

-6 

372 

1.23 

Crawford 

128.8 

17 

8.5 

13 

6.6 

6.8 

NA 

23,5 

29 

16 

19 

960 

0.94 

Edwards  (A.  G.)(ioi 

180.9** 

20 

17.1 

37 

9.5 

8.3 

16.7 

15,9 

13 

12 

10 

757 

2.57 

Equifax 

253.0 

0 

1.7 

-89 

0.7 

6.1 

10.1 

13,4 

31 

33 

8 

1563 

0.62 

Federal  Home  Loan  Mortgage  Assn.  1047.0 

14 

127.0 

14 

12.1 

12.1 

16,9 

20,1 

11 

29 

NA 

4758 

7.17 

Federal  National  Mortgage  Assn. 

3315.0** 

7 

320.0 

16 

9.7 

8.9 

9,7 

30,9 

10 

24 

80 

12577 

4.64 

First  Financial  Management 

247. 1  ** 

29 

16.2 

28 

6.5 

6.6 

1 1,2 

12,7 

13 

89 

44 

1012 

2.78 

Hall  (Frank  B.) 

121.7** 

9 

3.7 

20 

3  0 

2.7 

7.2 

NM 

NM 

NA 

NA 

150 

-0.47 

Loews 

3211.8** 

12 

136.0 

-39 

4.2 

7.8 

12.3 

14.2 

1  1 

16 

15 

7446 

9.96 

Marsh  &  McLennan 

744.1** 

7 

96.6 

3 

13.0 

13.5 

22,9 

28,2 

19 

14 

11 

5781 

4.17 

merrill  Lynch 

3146.2** 

18 

181.0 

338 

5.8 

1.6 

NA 

9,5 

13 

4 

-9 

3831 

2.87 

Morgan  Stanley  Group 

1631.8** 

17 

120.1 

46 

7.4 

5.9 

73,8 

16,1 

1 1 

39 

10 

3093 

7.74 

PaineWebber  Group 

734.3** 

-5 

31.6 

193 

4.3 

1.4 

NM 

-10.7 

NM 

9 

NA 

582 

-2.43 

Primerica 

1570.5** 

9 

105.9 

27 

6.7 

5.8 

16,5 

13.8 

9 

34 

32 

3262 

3.50 

Salomon 

2690.0** 

14 

273.0 

129 

10.1 

5.1 

27,8 

14,0 

10 

-2 

-7 

3738 

3.50 

Schwab  (Charles) 

186.2** 

24 

10.6 

185 

5.7 

2.5 

12,0 

15,4 

21 

2 

-8 

461 

0.89 

Student  Loan  Marketing  Assn. 

870.0 

1 

82.1 

16 

9.4 

8.2 

10,2 

34,3 

17 

19 

25 

4995 

3.11 

Transamerica 

1746.4** 

7 

57.9 

-18 

3.3 

4.3 

8,0 

8,5 

1 1 

8 

13 

2663 

3.12 

jlNSURANCE 

7 

1605.3 

6 

5.7 

5.7 

11.9 

10.9 

13 

10 

29 

72280 

4.31 

Aetna  Life  &  Casualty 

4695.7 

—2 

—24 

J.o 

Q  1 
O.  1 

4845 

5  16 

American  Family 

771.4 

24 

33.7 

29 

4.4 

4.2 

1 5. 1 

1 5.8 

1  O 

1  o 
1  z 

1  -  Jo 

American  International  Group 

3829.8** 

9 

375  4 

9.8 

10. 1 

10.9 

14.7 

1 3 

21 

28 

19809 

6.95 

American  National  Insurance 

296.6 

12 

34.6 

16 

1 1.7 

1 1.2 

NA 

7.1 

8 

4 

5 

948 

4.21 

Argonaut  Group 

144.8 

—2 

22.4 

1 3 

1 5.5 

13.5 

1  fl  o 

1  Q  O 
1  O.V 

1  KJ 

880 

10  18 

Berkley  (W.  R.) 

132.9 

_3 

10.6 

-26 

8.0 

10.4 

9.7 

9,9 

16 

NA 

NA 

520 

2.74 

Capital  Holding 

632.1 

11 

56.3 

85 

8.9 

5.4 

10.6 

13,1 

13 

6 

11 

2262 

4.00 

Chubb 

1089.4** 

6 

128.3 

15 

11.8 

10.8 

16.0 

18,7 

1 1 

20 

149 

5591 

6.29 

Cigna 

4771.0 

23 

48.0 

1  4 

1 .0 

1  1 

NA 

6,2 

12 

7 

-10 

3655 

4.36 

General  Re 

804.1 

10 

150.4 

2 

18.7 

20.1 

17.3 

19,4 

13 

1 1 

32 

8185 

6.96 

Hartford  Steam  Boiler 

154.1 

15 

20.6 

1 

13.4 

15.2 

18.3 

22.2 

16 

17 

23 

1266 

3.81 

Independent  Insurance  Group 

137.4 

1 

6.1 

1 

4.4 

4.4 

NA 

9.1 

8 

5 

4 

257 

2.34 

Kemper 

761.1 

8 

51.5 

32 

6.8 

5.5 

2.9 

1.5 

64 

9 

-19 

1669 

0.55 

Lincoln  National 

2128.8 

8 

39.3 

50 

1.8 

1.3 

9,8 

8.7 

1 1 

4 

2 

2201 

4.63 

Progressive 

352.9** 

3 

25.7 

-6 

7.3 

8.0 

NM 

22.4 

15 

23 

24 

1363 

3.83 

Provident  Life  &  Accident 

690.1** 

8 

35.8 

-3 

5.2 

5.8 

NA 

14.1 

5 

8 

-5 

NA 

3.83 

Safeco 

822.8** 

6 

55.3 

-2 

6.7 

7.2 

13,6 

14.0 

9 

12 

23 

2517 

4.40 

St.  Paul 

1021.2** 

8 

84.2 

9 

8.2 

8.1 

16,1 

17.8 

8 

17 

46 

3030 

9.02 

Torchmark 

476.0 

9 

59.0 

-2 

12.4 

13,8 

14,0 

23.4 

13 

-1 

14 

2822 

4.29 

Transatlantic  Holdings 

154.4 

13 

18.4 

20 

1 1.9 

1 1,2 

15,4 

15.4 

13 

NA 

NA 

846 

2.83 

Travelers 

2989.6 

-7 

85.8 

-6 

2.9 

2,8 

NA 

-4.7 

NM 

2 

NA 

2363 

-1,91 

Unitrin 

316.3 

6 

45.1 

76 

14.3 

8  6 

7.6 

8.1 

13 

NA 

NA 

2007 

2.77 

UNUM 

595.8 

18 

47.6 

9 

8.0 

8,6 

32.6 

15.3 

1 1 

-2 

45 

2069 

5.59 

USLico 

129.4 

20 

6.3 

-3 

4.9 

6,0 

7.3 

7.7 

8 

7 

5 

200 

2,26 

USLife 

314.5 

7 

15.7 

16 

5.0 

4,6 

7  5 

7.6 

9 

2 

3 

587 

4,47 

Zenith  National  Insurance 

134.4 

10 

1 1.7 

69 

8.7 

5,6 

-1.7 

-1.8 

NM 

27 

NA 

313 

-0,24 

)  SAVINGS  &  LOAN 

GROUP  COMPOSITE 

4666.4 

-2 

200.5 

-18 

4.3 

5.1 

5.6 

2.7 

29 

11 

-7 

7020 

0.58 

Ahmanson  (H.  F.) 

1237.7** 

6 

55.8 

-15 

4.5 

5,6 

7.0 

7.7 

1 1 

13 

-10 

1986 

1,55 

CalFed 

520.8** 

-12 

4.9 

-68 

0.9 

2,6 

NM 

-20.2 

NM 

4 

NA 

176 

-9.18 

Citadel  Holding 

138.6** 

9 

4.4 

-39 

3.2 

5,7 

6.9 

9.4 

5 

12 

-11 

110 

6.20 

Coast  Savings  Financial 

244.9** 

-15 

2.9 

-50 

1.2 

2.0 

NM 

-29.0 

NM 

-10 

NA 

57 

-4.33 

Glenfed  |6) 

536.3** 

-15 

1.0 

-94 

0.2 

2.9 

NM 

-7.1 

NM 

14 

7 

253 

-1,76 

Golden  West  Financial 

562.6 

10 

52.6 

12 

9.4 

9.1 

9.2 

15.3 

1  1 

20 

0 

2060 

2.95 

Goldome 

276.9** 

-21 

0.2 

-98 

0.1 

2.7 

7.5 

-6.7 

NM 

-45 

NA 

12 

-0.23 

Great  V^/estern  Financial 

1028.9** 

3 

69.2 

-7 

6.7 

7.4 

12.6 

9.1 

12 

10 

-14 

2249 

1,46 

Metropolitan  Financial 

1 19.6 

17 

9.4 

255 

7.9 

2.6 

NM 

12.9 

4 

24 

5 

118 

4,11 
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To  Copei 


Frequent  travelers  know  that  SAS  saves  time  to  Copen- 
hagen. But  today,  more  American  business  travelers  are 
discovering  a  whole  world  of  SAS  advantages  beyond 
our  Copenhagen  hub.  From  Amsterdam  to  Athens,  SAS 
and  our  airline  partners  can  fly  you  to  and  between 
every  major  business  center  in  Europe. 

What  could  make  your  European  business  travel 
easier  than  one  network  linking  all  your  destinations  ? 
Linking  them  all  with  EuroClass  efficiency. 

r\ 


COPEN 
HAGEN 
AIRPC?RT 


Copenhagen-the  gateway  to  Europe 

Situated  near  the  heart  of  Europe,  Copenhagen  Air- 
port is  the  hub  of  SAS's  global  network.  From  here 
you  are  just  a  two-hour  flight  to  most  European 
business  centers  and  just  around  the  corner  from 
the  rest  of  Scandinavia. 

Fast  and  convenient  to  all  of  Europe 

Wherever  youVe  heading,  SAS  will  fly  you  nonstop 
from  our  principal  U.S.  airports  to  our  hub  in  Copen- 
hagen for  a  quick  connection  to  your  European  desti- 
nation. When  your  business  takes  you  to  Eastern 
Europe,  you'll  find  we  have  connections  to  Riga, 
Warsaw,  Prague,  Belgrade,  Zagreb  and  Budapest. 
And,  of  course,  if  you  are  traveling  to  Oslo  or  Stock- 
holm there  is  no  better  way  than  SAS's  daily  nonstop 
flights  from  Newark. 


Fly  with  us- stay  with  us 

SAS  has  established  a  worldwide  network  of  SAS 
Business  Hotels.  You'll  find  one  at  almost  every  desti- 
nation we  serve.  All  hotels  are  centrally  located  and 
provide  ambience  and  resources  tailored  to  your 
needs.  And  as  a  EuroClass  passenger  you'll  be  entitled 
to  a  \{)%  discount  on  regular  room  rates. 

Earn  Continental  or  United  frequent  flyer  miles 

Fly  now,  play  later.  When  you  fly  SAS,  you  earn 
frequent  flyer  miles  for  your  transatlantic  flight  with 
either  Continental's  OnePass*'  or  United's  Mileage 
Plus*  programs.  Even  more  important,  you  can  use 
your  mileage  award  certificates  with  SAS. 

First  Class  upgrade  within  the  U.S. 

SAS  offers  many  convenient  nonstop  flights  from  our 
Four  principal  airports.  From  Newark,  Los  Angeles* 
and  Seattle  we  fly  nonstop  to  Copenhagen  daily.  And 


around  Europe 


from  Chicago,  SAS  offers  six  Copenhagen  nonstops 
a  week.  Stockholm  and  Oslo  nonstops  are  also  avail- 
able daily  out  of  Newark. 

If  you're  not  near  one  of  these  principal  U.S.  air- 
ports, don't  worry.  SAS  will  arrange  your  connecting 
flight  to  Newark.  With  Continental,  Delta,  United  or 
USAir  you  pay  EuroClass  through-fares  and  fly  First 
Class  to  Newark. 

Travel  network  within  Europe 

Book  all  your  travel  within  Europe  through  SAS. 
Joint  flight  schedules  with  our  partners  Swissair, 
Finnair  and  Austrian  form  a  "domestic"  network 
linking  all  of  Europe's  major  business  centers.  By 
pooling  resources,  we  provide  you  with  seamless 
SAS  EuroClass  caliber  service  even  if  you're  flying 
with  one  of  our  partners. 

Europe's  most  punctual  airline 

For  the  past  10  years,  SAS  has  averaged  the  best 
on-time  performance  for  intra-European  flights.  No 
wonder  European  business  travelers  have  made  SAS 
the  business  airline  of  choice  for  over  40  years. 

Take  the  "lug"  out  of  luggage 

Your  bags  are  always  checked  through  to  your 
European  destination.  As  a  EuroClass  passenger  you 
can  often  check  in  to  your  SAS  hotel  in  Scandinavia 
right  at  the  airport  upon  arrival.  Your  luggage  will 
be  delivered  directly  to  your  room  after  clearing 
customs. 

When  you  leave  your  SAS  hotel,  use  our  Airline 
Check-in  right  in  the  lobby.  You'll  receive  your 
boarding  pass  and  your  luggage  will  be  checked  onto 
your  flight  from  the  hotel.  Again,  you  are  tree  to  go 
about  your  business  unencumbered. 


24-hour  global  hot  line 

We  are  always  available,  around  the  clock,  to  help 
with  travel  arrangements.  Call  the  SAS  Hot  Line  at 
(+45)33 1475  55. 

Make  your  next  trip  a  success 

Put  SAS  and  EuroClass  to  work  for  you.  You  or  your 
travel  agent  can  arrange  everything  with  one  toll- 
free  call.  Phone  SAS  reservations  at  1-800-221-2350. 

*  effective  Mav  22,  1991 

/M/S4S 

SCANDINAVIAN  AIRLINES 


COMPANY  SAiES   PROFITS   RETURN  

MARGINS  5-YEAR  GROWTH  MARKET 

VAIUE  12 


15T 

CHANGE 

1ST 

CHANGE 

'  1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

month: 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNING 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

PE 

EQUITY 

SHARE 

4  26 

PER 

$  MIL 

$  Mil 

426 

i  MIL 

SHARE 

180FFICE  EQUIPMENT  &  COMPUTER 


INDUSTRY  COMPOSITE 

45378.4 

4 

1962.8 

-15 

4.3 

5.3 

9.6 

II.O 

18 

8 

4 

173964 

2.72 

lolBUSINESS  MACHINES  &  SERVICES 



GROUP  COMPOSITE 

3123.9 

8 

133.9 

-10 

4.3 

5.1 

12.8 

14.5 

19 

13 

4 

1 1401 

1.61 

Bell  &  Howell 

150.5 

2 

-7.1 

NM 

NM 

NM 

NA 

-39.8 

NA 

-22 

1 1 

NA 

-10.31 

OliC  Intcrnotionol  (1 1) 

123.7** 

25 

5.8 

1 34 

4  7 

2  5 

33  6 

44 

28 

732 

0  5 1 

Deluxe 

368.7 

7 

41.5 

15 

1  1.3 

10.5 

21.3 

26.3 

19 

14 

10 

3385 

2.10 

HON  Industries 

142.1 

-18 

5.8 

-50 

4.1 

6.6 

21.7 

28.4 

14 

1 

13 

518 

1.14 

Inacomp  Computer  Centers  [5} 

1 30.9 

5 

1 .4 

-34 

1 . 1 

1 .7 

7.9 

1 1 .6 

1  1 

30 

47 

66 

0.87 

Intelligent  Electronics  (2] 

43 1 .7 

2 1 

1 0.2 

72 

2  4 

1  7 

23  1 

25  4 

1 3 

216 

83 

444 

2  36 

MicroAge  i3) 

189.1** 

29 

0.2 

-87 

0.1 

1.2 

12.9 

15.1 

9 

15 

27 

40 

1.08 

Miller  (Herman)  {?) 

207.3 

-2 

-14.8 

NM 

NM 

5.7 

6.2 

6.5 

25 

13 

3 

513 

0.80 

Pitney  Bowes 

808.7 

7 

67.6 

1 3 

8.4 

7.9 

1 1 .8 

1 3.2 

2 1 

16 

6 

4436 

2.69 

1 54.7 

2 

5  3 

-18 

3  4 

4  3 

6  7 

9  1 

1 0 

1 3 

Q 

207 

2  04 

Standard  Register 

172.3 

-1 

6.0 

-37 

3.5 

5.4 

5.6 

5.9 

22 

12 

-6 

394 

0.63 

Tech  Data  ( 1 1 1 

122.1 

21 

2.2 

NM 

1.8 

NM 

15.1 

13.5 

12 

119 

28 

81 

1.07 

Wallace  Computer  Services  (5| 

122.2 

4 

9.8 

-4 

8.0 

8.6 

12.1 

13.3 

15 

16 

12 

585 

1.84 

(blCOMPUTERS  &  PERIPHERALS 

37777  2 

« 

— *  1 

A  ft 

ft  ft 

lO  A 
IW.V 

1  o 

/ 

AM  International  (51 

208.8 

-4 

1.0 

NM 

0.5 

NM 

NM 

-24.6 

NM 

8 

NA 

76 

-0.97 

Amdahl 

442.7 

-13 

1 1.5 

-62 

2.6 

5.9 

10.9 

12.1 

1  1 

27 

47 

1763 

1.49 

Apple  Computer  (3) 

1597.7 

19 

131.1 

-1 

8.2 

9.8 

20.6 

32.4 

14 

23 

49 

6702 

4.12 

Applied  Magnetics  |3) 

122.2 

38 

2.8 

29 

2.3 

2.5 

NM 

5.7 

19 

14 

NA 

183 

0.60 

AST  Research  (6i 

180.1 

31 

16.7 

73 

9.3 

7.0 

21.6 

22.9 

12 

22 

4 

680 

2.07 

Commodore  International  |6| 

246.3 

16 

10.6 

NM 

4.3 

0.1 

NM 

16.8 

12 

10 

-56 

587 

1.54 

Compaq  Computer 

970.8 

1 1 

114.3 

24 

11.8 

10.6 

23.0 

23.9 

10 

74 

64 

4425 

5.33 

Conner  Peripherals 

381.8 

62 

35.1 

127 

9.2 

6.6 

22.6 

24.8 

10 

132 

81 

1462 

2.66 

Control  Data 

405.8 

-4 

9.8 

44 

2.4 

1.6 

2.9 

1.2 

NM 

-20 

NA 

553 

0.13 

Cray  Research 

143.0 

5 

5.2 

-45 

3.7 

7.0 

15.2 

17.3 

9 

14 

5 

965 

3.89 

Data  General  (3) 

320.4 

2 

19.2 

NM 

6.0 

NM 

NM 

-18.1 

NM 

-9 

NA 

526 

-2.63 

Dell  Computer  (1 1) 

167.3 

52 

8.6 

690 

5.2 

1.0 

24.3 

26.7 

17 

NA 

NA 

457 

1.36 

Digital  Equipment  (6) 

3520.4 

8 

116.6 

368 

3,3 

0.8 

0.0 

0.0 

NM 

13 

-19 

8502 

0.00 

Hewlett-Packard  i2) 

3408.0 

10 

205.0 

19 

6.0 

5.6 

12.7 

1 1,7 

17 

9 

13 

12998 

3.17 

tnte motional  Business  ^Aachines 

1 3545.0 

_5 

532  0 

-49 

3.9 

7  3 

1 0.6 

1 2.9 

]  ] 

5 

_2 

61353 

9.63 

NCR 

1369.0 

8 

46.0 

-12 

3.4 

4.1 

16.6 

20.3 

19 

-5 

13 

6698 

5.43 

Quantum  (9) 

291.3 

124 

20.0 

56 

6.9 

9.9 

33.7 

34.3 

14 

9 

11 

923 

1.69 

Seagate  Technology  |6| 

676.6 

0 

25.3 

-1 1 

3.7 

4.2 

11.6 

13.3 

9 

30 

25 

818 

1.48 

Silicon  Graphics  (6| 

133.1 

21 

3.1 

-64 

2.4 

7.9 

1  1.2 

13.7 

24 

54 

86 

672 

1.54 

Storage  Technology 

282.1 

9 

14.7 

60 

5.2 

3.5 

15.3 

14.4 

18 

30 

-10 

1310 

2.26 

Sun  Microsystems  |6| 

848.3 

34 

58.7 

60 

6.9 

5.8 

12.6 

13.2 

22 

117 

48 

3734 

1.72 

Tandem  Computers  |3| 

489.4 

8 

18.0 

-33 

3.7 

5.9 

7.3 

7.3 

20 

23 

20 

1745 

0.83 

Tandy  |6) 

1013.6 

0 

37.0 

-30 

3.7 

5.2 

14.9 

14.1 

1 1 

1 1 

13 

2546 

3.11 

Unisys 

2058.9 

-1 1 

-98.2 

NM 

NM 

NM 

NM 

-36.2 

NM 

-3 

NA 

688 

-4.04 

Wang  Laboratories  (6| 

499.7 

-16 

-48.9 

NM 

NM 

NM 

NM 

NM 

NM 

-16 

NA 

605 

-3.29 

Western  Digital  |6| 

247.1 

-14 

-10.8 

NM 

NM 

3.1 

NM 

-48.2 

NM 

39 

-8 

161 

-3.35 

Xerox 

4208.0** 

1 

116.0 

3 

2.8 

2.7 

9.6 

10.3 

1  1 

3 

9 

5407 

5.57 

(c)  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

4477.3 

17 

428.3 

14 

9.6 

9.8 

17.3 

20.8 

29 

26 

21 

36029 

1.76 

Automatic  Data  Processing  |6| 

490.9** 

4 

69.7 

7 

14.2 

13,8 

22.3 

23.2 

44 

14 

19 

9515 

1.58 

Comdisco  I3i 

580.0** 

23 

23.0 

21 

4.0 

4.0 

10  9 

14.4 

13 

16 

9 

1080 

2.24 

Computer  Sciences  |9| 

476.2 

14 

21.0 

-12 

4.4 

5.7 

NA 

12.9 

17 

20 

18 

1077 

4.02 

Electronic  Data  Systems 

1578.1 

13 

121.8 

1 1 

7.7 

7.9 

17.4 

22.3 

22 

32 

21 

4773 

2.13 

Intergraph 

286.6 

25 

19.9 

33 

6.9 

6.5 

9.6 

9.9 

22 

11 

2 

1426 

1.39 

Lotus  Development 

174.4 

5 

6.6 

-71 

3.8 

13.7 

2.4 

2.3 

NM 

22 

-2 

1451 

0.15 

Microsoft  (6) 

486.9 

57 

123.8 

65 

25.4 

24.2 

36.4 

36.1 

31 

71 

56 

1 1556 

3.26 

Novell  121 

134.6 

27 

30.4 

102 

22.6 

14.2 

24.9 

25.0 

35 

118 

62 

3830 

1.56 

Oracle  Systems  |7) 

269.5 

10 

12.1 

-60 

4.5 

12.1 

NA 

10.6 

38 

129 

125 

1320 

0.26 

19PAPER  &  FOREST  PRODUCTS 


INDUSTRY  COMPOSITE 

18986.0 

-4 

479.0 

-56 

2.5 

5.5 

5.5 

8.1 

17 

8 

18 

47014 

2.26 

(olFOREST  PRODUaS 

GROUP  COMPOSITE 

6789.0 

-4 

27.6 

-92 

0.4 

5.0 

5.4 

6.9 

18 

5 

19 

13293 

1.82 

Boise  Cascade 

992.7 

-7 

-16.9 

NM 

NM 

3.2 

3.1 

0.9 

84 

-2 

8 

958 

0.30 

Georgia-Pacific 

2778.0 

4 

-7.0 

NM 

NM 

3.8 

5.1 

8.6 

16 

6 

24 

4249 

3.02 

Louisiana-Pacific 

362.4 

-24 

-8.6 

NM 

NM 

7.5 

3.6 

4.0 

30 

8 

32 

1314 

1.23 

Pope  &  Talbot 

132.1 

-11 

2.1 

-81 

1.6 

7.4 

4.5 

5.3 

17 

16 

36 

191 

0.95 

Weyerhaeuser 

2062.7 

-10 

52.4 

-60 

2.5 

5.7 

6.6 

8.0 

18 

5 

14 

5355 

1.52 

Willamette  Industries 

461.2 

-2 

5.5 

-87 

1.2 

9.0 

7.3 

9.4 

13 

17 

22 

1227 

3.64 

,  ibjPAPER 

GROUP  COMPOSITE 

12197.0 

-4 

451.4 

-38 

3.7 

5.8 

5.6 

8.6 

16 

9 

18 

33720 

2.49 

Bowater 

324.5 

-4 

16.7 

-25 

5.2 

6.6 

5.4 

8.2 

11 

19 

11 

869 

2.15 

Champion  International 

1 164.8 

-9 

14.8 

-79 

1.3 

5.4 

3.4 

3.8 

18 

9 

12 

2487 

1.51 

1  Chesapeake 

198.4 

-3 

2.4 

-44 

1.2 

2.2 

4.2 

4.7 

23 

10 

13 

332 

0.71 
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Announcing  Saturday 

delivery  at  rates  that 
won't  ruinyour  Sunday 


At  UPS,  we  realize 
you've  got  a  lot  of  things 
to  do  over  the  weekend, 
but  worrying  about  your 
packages  shouldn't  be 
one  of  them.  Which  is 
precisely  the  reason  you 
should  letUPS  handle 
your  Saturday  deliveries. 

You  see,  we  now  offer 
overnight  delivery  onSat- 
urday  to  the  most  people 
and  businesses  coast  to 
coast.Guaranteed  on- 
time  reliability*Q>mput- 
erized  tracking/tracing. 
And,  perhaps  best  of  all, 
prices  that  are  by  far  the 
lowest  of  any  overnight 
delivery  company 

So  next  time  it  has  to 
be  there  Saturday  just 
think  of  UPS  on  Friday. 

And  that  way 

you  can  relax 

until  Monday 

We  run  the  tightest  ship  in 
the  shipping  business.' 


lups 


The  experts  say  companies 
like  yours  will  spend  $240  billion  on 
client-server  computing. 

Maybe  you  should  start  by  spending 

a  few  minutes. 


It  is  riot  a  fad,  or  a  vision  ot  the  future. 

Client-server  computing  is  real. 

It's  the  fastest  growing  form  of 
business  computing  since  the  PC*  And 
Its  rewards  are  tempting:  Tremendous 
power  for  the  dollar.  Longer  hardware 
lifecycles.  Lower  training  costs.  Less 
maintenance.  Faster  time-to-market. 
Better  workgroup  productivity. 

So  what  exactly  is  client-server 
computing? 

Ideally,  it  combines  a  PC's  ease-of- 
use  with  the  computing  power  ot  far 
larger  systems.  It  lets  people  locate 
information  on  computers  throughout 
the  company  —  without  having  to 
know  where  to  look,  or  how  to  get 
there.  And  it  inspires  workgroups  to 
collaborate  in  entirely  new  ways. 

These  ideals  are  not  ]ust  Sun's. 
They're  shared  by  every  vendor  of 
client-server  computing. 

What  makes  Sun"  different  is  how 
we  accomplish  them: 

1)  We  put  the  tocus  ot  computing 
power  wherever  it  can  do  you  the  most 
good  —  on  the  desktop,  on  the  server, 
or  split  between  the  two. 

2)  We  build  everything  into  our 
desktop  workstations  that's  needed  for 


true  client-server  computing  (RISC 
processing,  multitasking,  Ethernet, 
e-mail,  audio,  a  graphical  user  inter- 
lace, and  plenty  ot  memory  and 
storage). 

3)  We  give  you  a  simple,  consist- 


ent  way  to  work  within  applications, 
access  files,  print,  send  mail,  and  man- 
age network  resources. 

4)  We  offload  processing  from  host 
computers  to  servers  and  workstations 
—  your  system  can  grow  without  limits, 
and  in  less  costly  increments. 

5)  We  integrate  all  of  your  com- 
pany's computers,  so  you  can  draw 
upon  the  data,  applications,  and  proc- 
essing power  ot  every  computing 
resource  on  the  network. 

That's  what  we  do. 

Now  here's  how  we  did  it. 


The  luxury  of  nothing. 

Nine  years  ago,  when  Sun  began  to 
explore  client-server  computing,  we 
had  a  huge  advantage  over  other  com- 
puter companies. 

We  had  no  proprietary  technology 
to  protect. 

Our  engineers  were  free  to  design 
a  total  client-server  solution;  one  that 
would,  over  time,  embrace  promising 
new  concepts  in  computing,  such  as 
RISC  processing,  object  management, 
and  digital  imaging. 

Which  leads  us  to 
another  advantage  Sun 
had  in  its  favor: 

By  starting  out  with  a  completely 
open  mind,  we  ended  up  with  com- 
pletely open  technology 

Open  to  anything. 

From  the  beginning,  we  were  deter- 
mined that  a  Sun  client-server  solution 
should  be  able  to  include  the  hard- 
ware, networks,  and  databases  you 
already  use. 

Today,  every  Sun  workstation 
and  server  is  powered  by  the  SPARC"" 
microprocessor,  running  the  UNIX® 


•/;/i/t/'(  'iMnl  iimdyits  Attx  Brm  n  &  V/«i  tMiwjIt  ihut  lorrj/nmiul  tvitl  ktimnal  buMm\m  uvrUu  iJf  wilt  inieit  SJ-tO  hillion  or  tmn  ihn  JttuM  in  the  Jefklop  imiputns  anJ  lerven  ihiil  aimprne  tlmnt  ierier  [tihmlof^y. 


operating  system,  accessible  by  the 
OPEN  LOOK  '' graphical  user  inter- 
face, and  linked  together  in  the  ONC^'^ 
networking  environment. 

Each  of  these  technologies  was 
designed  on  open  industry  standards; 
or,  where  no  existing  standards  were 
to  be  found,  we  made  ours  available  to 
the  rest  of  the  computing  world. 

Consequently,  a  Sun  system  gives 
users  uncomplicated  access  to  all  of 
your  existing  computers  —  even  those 
running  proprietary  operating  systems 
such  as  Ultrix,  AIX,  OS/2,  Xenix, 
DOS.  ViMS,  MVS,  VM,  and  Macmtosh. 

Still,  we  weren't  satisfied  just  to 
make  our  systems  compatible  with 
your  equipment. 

We  also  wanted  them  to  be  com- 
patible with  your  people. 

A  simple  answer. 

Long  ago,  we  asked  ourselves  if  the 
technical  complexities  of  client-server 
computing  could  possibly  be  hidden 
from  the  people  who  use  it. 

The  answer  is  Yes. 

We  made  computing  simple  tor 
users  by  giving  them  a  graphical  inter- 
face that's  as  intuitive  as  Macintosh  or 
Windows*  3.0.  Nearly  2.500  software 
applications  run  on  Sun  systems  includ- 
ing Lotus*  1-2-3*  and  WordPerfect.' 

We  made  system  administration 
simpler  with  SunNet^^'  Manager  It's 
a  powerful  set  of  tools  that  actually  uses 
the  network  to  manage  itself 

We  made  life  simpler  for  software 
developers,  too,  with  more  than  -iOO 
Sun  and  third-party  CASE  tools. 


Is  It  really  worth  it? 

The  Wall  Street  Journal  Mitsubishi 
Bank,  New  Zealand  Inland  Revenue, 
Northwest  Airlines,  Shell  Oil,  Xerox, 
NYNEX,  and  hundreds  of  other 
respected  businesses  around  the  world 
are  using  Sun  systems  today  This  is 
what  they  report: 

We  get  more  computing  for  the  money. 
Companies  find  that  a  network  of 
Sun  servers  and  workstations  accom- 
plishes more  work  in  less  time  than  the 


costlier  host  systems  they  had  previ- 
ously used. 

We're  cutting  costs  and  raising  profits. 
For  example,  a  Canadian  insurance 
company's  Sun  system  reduced  over- 
head expenses  by  55^,  and  boosted 
profits  by  30??^. 

We  not  only  protected  our  investment 
u-e  improved  it  Existing  host  s^-stems 
and  PCs  can  be  put  to  more  efficient 
use  as  network  servers  and  clients. 
Offload  some  of  a  mainframe's  tasks 
to  other  servers,  and  you  could  even 
prolong  Its  lite  expectancy 


We're  no  vendor's  prisoner  The  open 
technologies  of  SPARC,  UNIX,  OPEN 
LOOK,  and  ONC  give  companies  the 
freedom  to  choose  among  vendors  for 
the  price  and  performance  that  suits 
their  needs. 

The  next  investment  is  ours. 

As  much  as  we  appreciate  the  time 
you've  just  invested  with  us,  the  fact  is 
there's  much  more  to  know  about 
client-server  computing. 

So  now  we'd  like  to  make  a  small 
investment  in  you. 

Simply  mail  this  coupon  or  call  us 
at  1-800-233-7472  ext.  452.  and  we'll 
send  you  a  complete  package  of  useful 
intormation.  We'll  also  invite  you  to 
meet  with  a  Sun  representative. 

Atter  reading  this  ad.  you  already 
know  more  about  client-server  com- 
puting than  most  of  your  competitors. 

Send  the  coupon,  and  we'll  tell  you 
the  rest. 


Tell  me  more. 

J  Send       .  _  _:  .  .r:_:      .;r  ove.r\'ira, 
J  Tell  me  about  Sun  worjcstations. 
J  Tell  me  about  Sun  seners. 
J  Tell  me  about  Sun  neraioriang. 
J  Call  -Tie  tcr  an  appoin-.T.en;- 


Function  Tit.£ 
Compir.--   


Tdec.hc- 


Sen  Microsi-srems.  .Arrnj  Cocponie  Maiken:^ 

♦  sun 

The  purest  form  of  client-server  computing:' 


.-rv  .-^TE-^  j/  Sjt  .\L.^.syuyu.  he  i'SIX  ^  OPt-N  LOO*:  --^  'rrj^^r^^ 
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1ST 

CHANGE 

1ST 

CHANGE 

■  1ST 

15T 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

("11  lADTFP 

IIN  VCi  1  CU 

COMMON 

OUTSTANDING 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4.26 

PER 

$  Mil, 

$  MIL 

4-26 

$  Mil 

SHARE 

Consolidated  Papers 

229.6 

-4 

25.6 

-36 

1 1.2 

16.8 

1  1.7 

13.9 

14 

14 

12 

1734 

2.94 

Fort  Howard 

273.0 

2 

-30.5 

NM 

NM 

NM 

NM 

MM 

NA 

-58 

NA 

NA 

-23.94 

Glatfelter(P.  H.) 

149.1 

-6 

20.5 

3 

13.8 

12.6 

18.2 

21.5 

14 

13 

23 

1 191 

3.82 

International  Paper 

3100.0 

-2 

1 32.0 

-27 

4.3 

5.7 

7.0 

9.3 

13 

12 

39 

6898 

4.76 

James  River  Corp.  of  Virginia 

1 169.5** 

-19 

39.4 

-21 

3.4 

3.5 

NA 

NA 

47 

NA 

NA 

2021 

0.53 

Kimberly-Clark 

1667.6 

6 

120.3 

3 

7.2 

7.5 

13.7 

19.3 

17 

5 

16 

7472 

5.45 

Mead 

1097.2 

-4 

13.4 

-71 

1.2 

4.1 

5.0 

4.8 

27 

11 

9 

1850 

1.17 

Potlatch 

293.6 

-10 

9.6 

-74 

3.3 

1 1.3 

6.1 

7.9 

14 

14 

25 

981 

2.46 

Scott  Paper 

1234.2 

-4 

29.3 

-51 

2.4 

4.7 

NM 

5.4 

26 

14 

6 

3028 

1.59 

Union  Camp 

722.1 

3 

41.2 

-39 

5.7 

9,6 

7.1 

10,6 

14 

8 

25 

2891 

2.97 

Westvaco(2i 

573.3 

-2 

16.6 

-64 

2.9 

7,9 

6.4 

9,8 

12 

10 

17 

1965 

2.44 

20PUBLISHING  &  BROADCASTING 


INDUSTRY  COMPOSITE 

I2I49.2 

_2 

349.7 

-42 

2.9 

4.9 

4.4 

5.3 

50 

18 

5 

69766 

0.99 

(al  BROADCASTING 

GROUP  COMPOSITE 

2841.0 

-1 

109.4 

-47 

3.9 

7.2 

5.3 

8.6 

43 

22 

7 

23108 

1.88 

American  TV  &  Communications 

297.5 

12 

35.1 

31 

1 1.8 

lO.l 

9,5 

24.5 

38 

8 

33 

4853 

1.17 

Capital  Cities/ABC 

1255.3 

-1 

58.6 

-45 

4,7 

8.4 

9,8 

12.8 

19 

28 

24 

8044 

25.19 

CBS 

761.8 

-1 1 

10.4 

-88 

1,4 

10.0 

NM 

0.2 

NM 

40 

-4 

3819 

0.78 

Multimedia 

119.2 

9 

9.0 

48 

7.5 

5.5 

23.0 

NM 

62 

NA 

27 

2976 

1.40 

Viacom 

407.2 

4 

-3.7 

NM 

NM 

NM 

NM 

-20.9 

NM 

-7 

NA 

3415 

-0.71 

|b)  PUBLISHING 

GROUP  COMPOSITE 

9308.3 

-2 

240.3 

-39 

2.6 

4.2 

4.2 

4.3 

55 

17 

3 

46659 

0.76 

Affiliated  Publications 

128,6 

-4 

-1.0 

NM 

NM 

4.9 

6.4 

7.8 

35 

3 

-5 

605 

0.25 

Commerce  Clearing  House 

217.5 

-3 

25.6 

-12 

11.8 

13.0 

14.2 

16.7 

44 

1 1 

-4 

1638 

1.06 

Dow  Jones 

416.6 

-2 

18.0 

-28 

4.3 

5.8 

6.2 

7.0 

29 

21 

0 

2900 

1.00 

Dun  &  Bradstreet 

1 122.1 

-2 

96.5 

-13 

8.6 

9.6 

25.1 

23.8 

18 

1  1 

9 

8574 

2.74 

Gannett 

786.5 

-3 

50.1 

-33 

6.4 

9,2 

12,4 

17.1 

19 

11 

10 

6837 

2.22 

Knight-Ridder 

540.1 

-3 

15.8 

-39 

2  9 

4.7 

9,7 

15.5 

19 

4 

7 

2628 

2.78 

McGraw-Hill 

428.5 

2 

12.7 

-23 

3.0 

3.9 

12,7 

17.7 

17 

4 

-8 

2942 

3.45 

Media  General 

145.5** 

-2 

2.4 

-12 

1.6 

1.8 

5,8 

9.2 

22 

-4 

-4 

553 

0,97 

Meredith  |6| 

189.1 

3 

5.4 

38 

2.9 

2.1 

NM 

-1,0 

NM 

4 

NA 

446 

-0.09 

New  York  Times 

416.9 

-3 

5.1 

-69 

1.2 

3.8 

4,0 

5.0 

32 

13 

-12 

1727 

0.70 

Scripps(E.  VJ.) 

301.5 

1 

5.0 

-49 

1.6 

3.3 

5,9 

6.8 

36 

9 

2 

1556 

0.58 

Time  Warner 

2841.0 

4 

-50.0 

NM 

NM 

NM 

NM 

-12.8 

NM 

46 

NA 

6562 

-13.81 

Times  Mirror 

864.0** 

-1 

23.3 

-49 

2.7 

5.3 

6.5 

8,2 

25 

14 

-5 

3967 

1.22 

Tribune 

467.6 

-20 

21.1 

-37 

4.5 

5.7 

NM 

-22.4 

NM 

-13 

NA 

2879 

-1.49 

Washington  Post 

317.1 

-7 

13.6 

-65 

4.3 

1  1.4 

14.3 

16.5 

18 

24 

15 

2603 

12.44 

Western  Publishing  Group  (i  1| 

125.8** 

-9 

-3.2 

NM 

NM 

3.7 

NA 

3.9 

32 

56 

4 

243 

0.36 

21  SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

I5II6.7 

II 

567.5 

-9 

3.8 

4.6 

11.1 

15.5 

21 

13 

14 

57944 

1.51 

(a)  CONSTRUaiON  &  ENGINEERING 

GROUP  COMPOSITE 

3882.8 

6 

70.3 

-1 

1.8 

1.9 

12.3 

14.2 

23 

0 

12 

7435 

1.70 

Apogee  Enterprises  (loi 

146.5 

-4 

3.4 

-22 

2.3 

2.8 

12.3 

16.0 

13 

15 

19 

212 

1.25 

CRSS 161 

136.9 

9 

2.1 

-54 

1.5 

3.6 

9.4 

10.5 

16 

6 

29 

178 

0.85 

EG&G 

636.8 

14 

16.4 

12 

2,6 

2.6 

21.8 

20.5 

15 

13 

7 

1 152 

2.67 

Fluor  (21 

1758.2 

-6 

25.8 

-9 

1.5 

1,5 

14.0 

15.4 

28 

-4 

NA 

3800 

1.68 

Foster  Wheeler 

491.3** 

58 

9.6 

15 

2.0 

2.7 

7.8 

7.7 

27 

4 

15 

1046 

1.1 1 

Jacobs  Engineering  Group  13) 

276.2 

26 

4.9 

43 

1.8 

1.6 

20,1 

19.6 

26 

26 

62 

438 

1.49 

Morrison  Knudsen 

436.9** 

8 

8.1 

1 1 

1.9 

1.8 

8,4 

12.8 

17 

-10 

-6 

610 

2.97 

(b)  INDUSTRIAL  DISTRIBUTION 

GROUP  COMPOSITE 

3875.2 

5 

131.2 

-7 

3.4 

3.8 

11.1 

13.0 

18 

8 

15 

9566 

1.71 

Arrow  Electronics 

236.8 

-4 

2  9 

7 

1.2 

1.1 

NM 

3.7 

17 

17 

NA 

97 

0.47 

Avnet(6i 

435.5 

0 

14.7 

-8 

3.4 

3.7 

6.4 

7.0 

18 

4 

12 

969 

1.55 

Bearings  (6| 

201.2 

18 

0.4 

-87 

0.2 

1,8 

5.8 

2.2 

53 

0 

31 

156 

0.42 

Castle  (A.  M.) 

120.6 

-6 

1,4 

-42 

1.2 

1.9 

3.8 

3.1 

41 

7 

43 

86 

0.29 

Genuine  Parts 

809.2 

-1 

43.1 

-8 

5.3 

5.7 

19.0 

19.6 

15 

8 

14 

2959 

2.65 

Getty  Petroleum  1 1 1 1 

372.3** 

15 

9.3 

52 

2.5 

1.9 

NM 

-10.3 

NM 

31 

20 

258 

-0.74 

Grainger  (W.  W.) 

475.9 

6 

28.3 

-2 

5.9 

6.4 

14,4 

15.5 

18 

9 

16 

2222 

4.62 

Marshall  Industries  (7) 

139.9 

6 

3.7 

-19 

2.6 

3.4 

10,6 

12,7 

10 

27 

40 

190 

2.24 

Office  Depot 

226.2 

59 

4.4 

53 

2.0 

2.0 

9,3 

10,1 

44 

NA 

NA 

470 

0.69 

Premier  Industrial  |7| 

151.1 

1 

15.6 

-8 

10.3 

1 1.4 

25.4 

26,9 

21 

2 

19 

1601 

1.31 

United  Stationers  |4) 

243.6 

-5 

2.3 

-38 

1.0 

1.5 

5.2 

5,8 

17 

16 

3 

177 

0.67 

UnivariiO) 

319.0 

1 

3.6 

-34 

1.1 

1.7 

10.0 

13,5 

13 

14 

15 

251 

1.10 

Willcox  &  Gibbs 

144.1 

4 

1.4 

16 

1.0 

0.9 

7.0 

5.1 

23 

22 

2 

131 

0.42 

|c)  POLLUTION  CONTROL 

GROUP  COMPOSITE 

2973.3 

31 

244.9 

-2 

8.2 

11.0 

11.1 

18.8 

24 

24 

23 

27796 

1.32 

Air  &  Water  Technologies  (2) 

159.4 

32 

-2,1 

NM 

NM 

NM 

5.1 

3.0 

56 

1 1 

NA 

449 

0.36 

Browning-Ferris  Industries  |3| 

764  3 

8 

57,3 

-20 

7.5 

10.2 

1 1.6 

19.4 

19 

17 

18 

4376 

1.52 

Chemical  Waste  Management 

304,8 

37 

24.0 

-31 

7.9 

15.6 

14.0 

17.2 

24 

51 

25 

4036 

0.80 

Waste  f.^anagement 

1744.8 

44 

165.7 

15 

9.5 

1 1.9 

10.8 

19.9 

26 

24 

24 

18936 

1.52 

Footnotes  on  pa9e  69 
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Why  present  in  color  and 
leave  them  with  black  and  white? 


A  lot  of  hard  work  goes  into  creating  effective  presentations.  Black  and  white 
copies  never  do  them  justice.  With  a  Canon  Color  Laser  Copier  in  your  office, 
you  get  the  world  s  best  color  copies,  and  the  ability  to  create  better  presen- 
tations by  reducing  and  enlarging  originals,  reproducing  from  slides,  and 
making  full-color  overhead  transparencies.  All  of  which  not  only  shows  your 
work  to  its  best  advantage,  it  enhances  your  company's  image  as  well. 
Find  out  how  affordable  it  is  to  put  a  Canon  Color  Laser  Copier  ^ 

to  work  for  vou.  Simply  call  1-800-OK-C ANON.  C^tlOU  ^  ' 

COLOR  LASER  COPIER 


200 


The  Digital  Difterence. 


COMPANY 


SALES 


PROFITS 


RETURN 


1ST  CHANGE 

QUARTER  FROM 
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MARGINS 

1ST               1ST  ON  ON 

QUARTER       QUARTER  INVESTED  COMMON 

1991             1990  CAPITAL  EQUITY 


5-YEAR  GROWTH 


MARKET 


VALUE  12 

EARNINGS        SHARES  MONTi' 

COMMON         PER        OUTSTANDING  EARNIN 

P-E         EQUITY         SHARE             4-26  PER 

4-26             %                •,                $  MIL  SHAR 


(dlPRINTING  &  ADVERTISING 


GROUP  COMPOSITE 

1 806.8 

14 

55.2 

-22 

3.1 

4.5 

10.8 

14.6 

1 7 

1 J 

12 

6683 

9  19 

Advo-System  oi 

163.8 

4 

1.6 

19 

1.0 

0.8 

21.4 

27.9 

21 

12 

NA 

260 

H 
1.00' 

Banta 

138.4 

-1 

5.2 

-14 

3.7 

4.3 

10,6 

13.8 

13 

17 

10 

382 

2  23  '■ 

Donnelley  (R.  R.)  &  Sons 

868.1 

20 

30.0 

-31 

3.5 

6.0 

8.7 

13.3 

17 

12 

9 

3573 

2  74 

Interpublic  Group 

353.8** 

24 

7.9 

—9 

2.2 

3.0 

1 4. 1 

1 5.6 

1 9 

18 

1 7 

1653 

2  34 

Omnicom  Oroup 

282.8 

3 

10.5 

-3 

3.7 

4.0 

14.5 

17.3 

1  5 

32 

16 

815 

1  99 

(e)  OTHER  SERVICES 

GROUP  COMPOSITE 

2578.6 

6 

65.9 

-28 

2.6 

3.8 

10.5 

13.8 

20 

20 

14 

6463 

1,24 

Adia  Services 

157.6** 

-2 

1.3 

-73 

0.9 

3.1 

NA 

7.7 

20 

59 

26 

273 

1.12 

American  Building  Maintenance  121 

177.7 

8 

1.8 

13 

1,0 

1-0 

12.2 

12.6 

12 

3 

14 

125 

2.52 

CDI 

195.6 

-15 

0.3 

-93 

0.2 

1.9 

7.0 

7.0 

21 

30 

13 

170 

0.41 

Handleman  |3| 

198.2 

-12 

4.2 

-72 

2.1 

6.7 

NA 

10.2 

19 

18 

1 1 

438 

0.72 

JWP 

729.0 

18 

14.1 

10 

1.9 

2.1 

10.8 

16.0 

12 

50 

41 

740 

1.59 

Kelly  Services 

330.3 

-7 

8.5 

-47 

2.6 

4.5 

19.6 

19.6 

18 

21 

23 

1120 

2.12 

Olsten 

197.4** 

35 

2.5 

-37 

1.3 

2.7 

8,0 

10.8 

22 

20 

15 

236 

0.70 

Pinkertons 

141.2 

6 

1.5 

88 

1.0 

0.6 

14.3 

24.0 

16 

NA 

NA 

154 

1.60 

Safety-Kleen 

153.2 

22 

1 1.4 

2 

7.5 

8.9 

10.4 

12.9 

33 

28 

17 

1907 

1.03 

Service  Corp.  International 

153.5 

2 

18.7 

-5 

12.2 

13.1 

8.0 

14.1 

20 

7 

-2 

1 187 

1.32 

Wackenhut 

144.9 

16 

1.5 

21 

1.1 

1.0 

1 1.7 

19.1 

16 

-1 

8 

113 

1.87 

22TELECOMMUNICATIONS 


INDUSTRY  COMPOSITE 

40097.1 

2 

3368.2 

-9 

8.4 

9.4 

8.9 

14.1 

15 

3 

8 

210218 

2.68 

(alEQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

13821.4 

6 

966.4 

-3 

7.0 

7.6 

10.3 

16.8 

17 

1 

67 

56316 

2.03 

American  Telephone  &  Telegraph 

9192.0 

3 

712,0 

7 

7.7 

7.5 

12,4 

19.7 

15 

-2 

34 

41501 

2.54 

Communications  Satellite 

126.9 

15 

18,5 

-3 

14.6 

17.2 

NM 

-3.0 

NM 

1 

NA 

480 

-0.92 

DSC  Communications 

133.8 

17 

4.1 

-41 

3.1 

6.0 

6.6 

6.3 

21 

9 

22 

356 

0.42 

MCI  Communications 

2025.0 

12 

130.0 

-20 

6.4 

9.0 

7.3 

10,1 

31 

13 

27 

7207 

0.93 

Pacific  Telecom 

182.0 

29 

18.2 

-37 

10.0 

20.7 

9.6 

15.4 

15 

NA 

22 

1182 

2.06 

United  Telecommunications 

2161.7 

7 

83,6 

-22 

3.9 

5.3 

7.1 

12.3 

20 

7 

58 

5588 

1.30 

(b)TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

26275.7 

1 

2401.8 

-II 

9.1 

10.3 

8.5 

13.3 

15 

3 

5 

153902 

2.99 

Alltel 

41 1.7 

7 

46,8 

3 

1  1.4 

1 1.9 

10.6 

19.0 

17 

18 

14 

3147 

2.38 

Ameritech 

2628.5 

0 

283,0 

-7 

10,8 

1 1.6 

9.8 

16,0 

14 

1 

5 

16950 

4.67 

Bell  Atlantic 

2995,7 

-1 

353,6 

0 

11,8 

11.8 

8.7 

14.7 

14 

2 

2 

18922 

3.39 

BellSouth 

3539.9 

0 

402,3 

-5 

1 1,4 

12.0 

8.4 

12.7 

16 

4 

2 

25002 

3.34 

Centel 

287,6 

3 

4,8 

-62 

1,7 

4.5 

4.5 

3.5 

79 

4 

-29 

2934 

0.44 

Cincinnati  Bell 

274,7 

24 

15.5 

-15 

5,7 

8.3 

9,5 

14.5 

17 

8 

15 

1446 

1.39 

GTE 

5224,0 

0 

200.0 

-51 

3,8 

7.8 

8,2 

15.5 

16 

4 

8 

20584 

1.96 

Nynex 

3356.4 

1 

269,5 

-8 

8,0 

8,8 

7,3 

10.1 

16 

2 

-5 

14509 

4.65 

Pacific  Telesis  Group 

2410.0 

2 

266,0 

2 

11,0 

11. 0 

8,6 

13.8 

16 

0 

4 

16528 

2.62 

Rochester  Telephone 

159.4 

9 

13.0 

6 

8,1 

8.3 

7,4 

1 1.0 

17 

10 

0 

877 

1.74 

Southern  New  England  Telecomms.  394.8** 

-2 

37.6 

-4 

9.5 

9.7 

6.9 

1  1.6 

16 

4 

5 

2086 

2.16 

Southwestern  Bell 

2143  2 

1 

223,9 

-10 

10.4 

1 1,6 

8.2 

12.6 

15 

3 

2 

15968 

3.59 

US  West 

2449,8 

1 

285.9 

5 

11. 7 

1 1,2 

10.2 

13.0 

12 

5 

6 

1 4950 

3.1 1 

23TRANSPORTATION 


INDUSTRY  COMPOSITE 

25569.9 

3 

-381.2 

NM 

NM 

1.4 

2.8 

2.9 

48 

-2 

18 

49441 

0.79 

(alAIRLINES 

GROUP  COMPOSITE 

10247.8 

4 

-689.9 

NM 

NM 

NM 

-5.9 

-14.1 

NM 

9 

NA 

12808 

-5.28 

Alaska  Air  Group 

246.7 

7 

-10.0 

NM 

NM 

NM 

3.3 

0.9 

NM 

15 

-5 

295 

0.16 

America  Airlines 

352-9 

16 

-49.9 

NM 

NM 

NM 

NM 

NM 

NM 

-1 1 

NA 

131 

-6.63 

AMR 

2770.0 

3 

-195.6 

NM 

NM 

NM 

NM 

-5.8 

NM 

12 

NA 

3940 

-3.31 

Delta  Air  Lines  |6| 

2299.3 

8 

-84.1 

NM 

NM 

1.5 

NM 

-14.1 

NM 

18 

18 

3019 

-6.66 

Midway  Airlines 

151.7 

-3 

-16.4 

NM 

NM 

NM 

NM 

NM 

NM 

18 

NA 

30 

-13.15 

Southwest  Airlines 

282.8 

9 

-8.2 

NM 

NM 

2.0 

5.2 

5,6 

31 

5 

8 

1038 

0.79 

UAL 

2562.7 

2 

-157.0 

NM 

NM 

NM 

NM 

-1.6 

NM 

-5 

121 

3491 

-1.03 

USAir  Group 

1581.6 

3 

-168.7 

NM 

NM 

NM 

hJM 

-43.1 

NM 

12 

NA 

865 

-13.72 

(b)RAILROADS 

GROUP  COMPOSITE 

7570.6 

0 

342.2 

3 

4.5 

4.4 

6.6 

11.0 

13 

-8 

27 

26130 

2.92 

Burlington  Northern 

1132,0 

-4 

-8.0 

NM 

NM 

4,7 

6.7 

12.7 

15 

-28 

-19 

2286 

2.07 

Consolidated  Rail 

755.0 

-8 

18.0 

-28 

2.4 

3.0 

6.8 

8.5 

10 

16 

-7 

2078 

5.31 

CSX 

2030.0 

6 

57.0 

1 19 

2.8 

1.4 

6.9 

11.0 

10 

-8 

10 

3979 

3.97 

Illinois  Central 

138.0 

-7 

15.3 

1  1 

11.1 

9.3 

12.4 

34.9 

10 

NA 

NA 

451 

2.00 

Kansas  City  Southern  Industries 

142.6 

1  1 

9.6 

1 

6.7 

7.4 

8,1 

11.1 

12 

-3 

-4 

479 

3.95 

Norfolk  Southern 

1065,3 

-6 

100.0 

-29 

9.4 

12.3 

6.5 

10.5 

14 

1 

10 

7176 

3.24 

Santa  Fe  Pacific 

564.7 

-8 

17.3 

NM 

3.1 

NM 

NM 

-2.1 

NM 

-38 

NA 

1535 

-0.12 

Union  Pacific 

1743.0 

6 

133.0 

4 

7.6 

7.7 

8.4 

14.6 

13 

1 

8 

8148 

6.22 
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OMPANY  SALES   PROFITS   RETURN 


MARGINS 

5-YEAR 

uROWTH 

MARKET 

VALUE 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1991 

1990 

1990 

1991 

1990 

CAPITAl 

E  UITY 

$  Mil 

$  MIL 

4-26 

$  MIL- 

SHARE 

RANSPORTATION  SERVICES 

JiOUP  COMPOSITE 

4227.4 

5 

-69.9 

NM 

NM 

1 .4 

5.0 

5.6 

20 

12 

4 

4806 

1.29 

tir  Express  International 

143.3 

8 

2.4 

48 

1,7 

1.2 

17.4 

22.6 

8 

46 

24 

100 

2.40 

iirborne  Freight 

318  4 

]  7 

4  6 

—27 

1 ,4 

2.3 

9  3 

1 1  0 

1  4 

25 

1 6 

419 

1 .62 

ederal  Express  (7i 

1864.5 

8 

-105.6 

NM 

NM 

0.3 

1.9 

1.1 

NM 

14 

6 

1864 

0.34 

iatx 

21 1.8** 

1 1 

1 8.9 

-5 

8.9 

10.4 

7.7 

12.4 

9 

1 4 

34 

6 1 8 

3.55 

'HH  |8| 

489.0 

4 

1 2.0 

—2 1 

2.5 

3.2 

NA 

12.8 

9 

9 

2.97 

!yder  System 

1 200  3 

_3 

—2  2 

NM 

0  6 

5  5 

4  6 

22 

8 

-19 

1 363 

0.84 

RUCKING  &  SHIPPING 

■ROUP  COMPOSITE 

3524.1 

2 

36.5 

-23 

1.0 

1.4 

2.5 

5.7 

29 

3 

9 

5695 

0.97 

Oexander  &  Baldwin 

163.8** 

-19 

13.6 

-71 

8.3 

23.2 

8.6 

12.0 

15 

6 

17 

1 190 

1.77 

American  President 

624.2** 

6 

7.9 

NM 

1.3 

NM 

NM 

-11.5 

NM 

-1 

NA 

476 

-2.92 

Carolina  Freight 

167.1 

4 

-1.3 

NM 

NM 

0.6 

NM 

0,0 

NM 

4 

-39 

112 

0.00 

Consolidated  Freightways 

1046.5 

5 

-11.1 

NM 

NM 

NM 

-0.4 

-3.1 

NM 

-1 

NA 

547 

-0.51 

lunt  (J.  B.)  Transport  Services 

158.4 

15 

3.9 

-35 

2.5 

4.4 

8.3 

14.6 

16 

20 

12 

447 

1.19 

'reston 

135.7 

-16 

-0.7 

NM 

NM 

NM 

NM 

-21.8 

NM 

-2 

NA 

52 

-3.35 

toadway  Services 

667.7 

4 

18.6 

13 

2.8 

2.6 

NA 

15.6 

17 

4 

1  1 

2027 

3.11 

rellow  Freight  System 

560.8 

-1 

5.6 

-58 

1.0 

2.4 

9.3 

12.3 

15 

7 

-7 

846 

2.04 

JTILITIES  &  POWER 

NDUSTRY  COMPOSITE 

55153.5 

5 

4997.4 

0 

9.1 

9.5 

6.2 

9.2 

15 

3 

-2 

203603 

1.91 

>ROUP  COMPOSITE 

39542.2 

4 

3984.2 

_2 

10. 1 

10.7 

6.3 

9.5 

14 

4 

_3 

1 78733 

1.99 

MIegheny  Power  System 

596.4 

-5 

64.6 

-5 

10.8 

10.9 

7.3 

11.5 

1 1 

5 

-1 

2080 

3.53 

\merican  Electric  Power 

1252.0 

-4 

158.0 

-1 

12.6 

12.3 

7.3 

1 1.9 

1 1 

2 

3 

5467 

2.69 

Atlantic  Energy 

170.9 

3 

1 1.6 

-33 

6.8 

10.3 

6.6 

9.4 

13 

9 

2 

824 

2.72 

loltimore  Gos  &  Electric 

591  8 

41  1 

1 2 

6  9 

6  7 

6  4 

6  7 

]  7 

7 

-8 

2397 

1  66 

ioston  Edison 

307.7 

-1 

8.5 

-43 

2.8 

4.8 

6.3 

7.4 

14 

2 

-9 

765 

1.43 

Carolina  Power  &  Light 

636.9 

5 

90.5 

2 

14.2 

14.7 

7.8 

11.2 

15 

1 

-4 

3888 

3.27 

^enterior  Energy 

588.7 

5 

38.8 

-41 

6.6 

1 1.8 

6.1 

8,5 

1  1 

6 

-13 

2491 

1.71 

•entrai  a  doutn  west 

648.0 

1 6 

63.0 

—52 

9.7 

23.6 

6.9 

1 0,5 

1  5 

4 

—  1 

4352 

3.06 

Central  Maine  Power 

224.6 

1 1 

16.2 

-1 1 

7.2 

9.0 

8.0 

9.1 

12 

7 

59 

525 

1.53 

jlcorp 

159.4 

14 

1  1.7 

41 

7.3 

5.9 

6.0 

11.8 

12 

2 

1 

437 

2.99 

'incinnati  Gas  &  Electric 

443.5 

12 

84.2 

30 

19.0 

16.2 

10.2 

16.5 

7 

12 

8 

1660 

4.45 

■•Ipsco 

1 66.7 

1  4 

11.4 

38 

6.8 

5.6 

6.6 

11.5 

1 2 

2 

0 

820 

2.02 

^MS  Energy 
Commonwealth  Edison 

976.5 

12 

78.1 

-24 

8.0 

1 1.9 

NM 

-37.2 

NM 

-5 

NA 

2291 

-6.40 

1318.3 

-4 

4.8 

-95 

0,4 

6.3 

1.7 

-0.6 

NM 

2 

-39 

8014 

-0.17 

Commonwealth  Energy  System 

251.2 

3 

18.0 

17 

7.2 

6.3 

6.2 

7.8 

13 

4 

-10 

318 

2.43 

Consolidated  Edison  Co.  of  N.  Y. 

1479.4 

-1 

106.7 

-23 

7.2 

9.2 

7.5 

1 1.2 

1  1 

3 

3 

5592 

2.20 

)elmarva  Power  &  Light 

218.8 

0 

25.0 

1 

1 1.4 

1 1.3 

4.1 

4.7 

30 

2 

-15 

862 

0.61 

)etroit  Edison 

821.4 

1 

133.1 

-3 

16.2 

16.7 

8,9 

18.5 

9 

-5 

5 

4261 

3.24 

}ominion  Resources 

904.2** 

5 

1 18.7 

-16 

13.1 

16.4 

7.9 

1  1.7 

1 1 

6 

3 

4876 

4.13 

)PL 

290.6 

7 

61.9 

17 

21.3 

19,4 

NA 

15.2 

9 

8 

21 

1475 

2.35 

)QE 

289.1 

1 

36.3 

-3 

12.5 

13.0 

6,4 

1 1.2 

1 1 

-3 

1 

1378 

2.24 

)uke  Power 

886.6 

4 

137.4 

8 

15.5 

14.9 

8.0 

13.0 

1 1 

6 

5 

5672 

2.45 

:ntergy 

893.0 

0 

100.7 

-4 

11.3 

11.8 

7.4 

1 1.4 

10 

5 

NA 

4630 

2,48 

lorida  Progress 

456.6 

2 

37.2 

1 1 

8.1 

7.5 

7.5 

12.9 

1 1 

NA 

0 

2100 

3.57 

-PL  Group 

jeneral  Public  Utilities 

1163.1 

9 

-53.6 

NM 

NM 

4.8 

NM 

-15.6 

NM 

4 

NA 

4812 

-3.45 

813.0 

8 

87.2 

3 

10.7 

11.3 

7,9 

12.7 

10 

5 

23 

2672 

5,02 

^ulf  States  Utilities 

390.5 

3 

24.4 

896 

6.3 

0.6 

-0,4 

-4.4 

NM 

3 

NA 

1000 

-0.79 

Hawaiian  Electric  Industries 

286.7 

21 

14.4 

10 

5.0 

5.5 

5.3 

8.8 

16 

13 

0 

742 

2.08 

llinois  Power 

358.9 

14 

8.9 

NM 

2.5 

NM 

NM 

-6.6 

NM 

-2 

NA 

1447 

-1.22 

paico  Enterprises 

160.2 

6 

27.2 

1 

17.0 

17.8 

8.1 

13.2 

1  1 

6 

3 

1051 

2.60 

(ansos  City  Power  &  Light 

167.6 

2 

17.7 

27 

10.6 

8.5 

6.7 

11.8 

12 

0 

-3 

1 161 

3.24 

G&E  Energy 

194.9 

6 

24.6 

33 

12.6 

10.1 

6.8 

12.2 

1  1 

6 

1 

867 

3.72 

\Aidwest  Resources 

257.4 

2 

21.4 

25 

8.3 

6.8 

7.4 

10.7 

15 

14 

2 

1006 

1.33 

\^ontana  Power 

263.4** 

1 1 

42.8 

24 

16.3 

14.6 

8,3 

12,6 

1 1 

6 

-4 

1099 

2.00 

Mew  England  Electric  System 

556.8 

16 

76.2 

46 

13.7 

10.8 

10.1 

20.7 

6 

5 

1 

1819 

4.46 

Mew  York  State  Electric  &  Gas 

443.6 

1 

73.2 

4 

16.5 

16.0 

6.5 

10.8 

10 

-1 

-4 

1584 

2.46 

Miagara  Mohawk  Power 

992.5 

4 

109.8 

20 

11.1 

9.6 

NA 

3.0 

34 

-6 

-29 

1973 

0.43 

Mipsco  Industries 

462.3 

2 

49.1 

8 

10.6 

10.1 

7,0 

12,7 

1 1 

0 

17 

1412 

1.86 

Mortheast  Utilities 

701.3 

3 

79.6 

3 

1 1.4 

1 1.4 

7.3 

1 1.9 

1 1 

0 

-8 

2261 

1.95 

Northern  States  Power 

577.C 

2 

56.0 

0 

9.7 

9.9 

6.4 

1 1.4 

12 

4 

0 

2095 

2.80 

Ohio  Edison 

588.4 

5 

74.6 

-25 

12.7 

17.7 

6.8 

9.0 

12 

2 

-8 

2784 

1.51 

Dklohoma  Gas  &  Electric 

274.2 

4 

12.9 

3 

4,7 

4.8 

8,2 

15.8 

12 

1 

7 

1597 

3.40 

Drange  &  Rockland  Utilities 
'acific  Gas  &  Electric 

163.3 

7 

13-0 

31 

8.0 

6.5 

8,3 

12.6 

9 

5 

2 

437 

3.77 

2270.9 

1 

139.4 

-34 

6.1 

9.4 

7.3 

10,9 

14 

3 

-5 

1 1031 

1.94 

'acifiCorp 

972.5 

7 

136.0 

4 

14.0 

14.4 

7.5 

14.3 

12 

18 

2 

5467 

1.84 

'ennsylvonio  Power  &  Light 

664.9 

5 

1 10.4 

3 

16.6 

17.0 

7.7 

13.5 

1 1 

3 

9 

3330 

3.98 

'hiladelphia  Electric 

989.8 

6 

143.8 

NM 

14.5 

NM 

5.7 

6.7 

18 

3 

-40 

4366 

1.13 

Pinnacle  West  Capital 

332.3 

-7 

13.4 

-36 

4.0 

5.9 

4.8 

4.1 

15 

-7 

-34 

934 

0.72 

'ortland  General 

233.4 

-3 

34.9 

-12 

15.0 

16.6 

7.3 

12.3 

9 

-3 

-4 

836 

2.06 

'otomac  Electric  Power 

289.5 

2 

6.9 

14 

2.4 

2.1 

5.9 

1 1.2 

14 

7 

-1 

2194 

1.61 

'SI  Resources 

257.0 

1 

35,6 

-13 

13.9 

16.0 

9.4 

17.9 

8 

36 

6 

939 

2.1 1 

Public  Service  Co.  of  Colorado 

550.8 

7 

45.1 

7 

8.2 

8.2 

9.0 

14.2 

9 

2 

6 

1243 

2.53 
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Busy.  Busy.  Busy.  It  can  be  one  of  the  most  Frustrating  sounds  you'll  ever  hear. 
Especially  when  you  have  to  get  a  message  to  someone.  And  you  don't  have  time  to  call  ba< 

'What  can  you  do?  Simple.  Reach  for  an  AT&T  Card.  It  can  give  you  instant  access  to  the 
AT&T  Message  Service  The  rest  is  easy  AT&T  Message  Service  will  record  your  message.  And 
keep  sending  it  until  it  gets  through.      ^  1 
For  up  to  four  hours.  It's  just  another    I|  1C  Oil  in  f^C^  tVl  ^ 

one  of  the  innovative  services  ClXX  KL  X  LI  It  x^ClX  vXl. 


:)1991  AT&T  AT8T  MESSAGE  SERVICE  SEPARATE  TERMS  AND  CONDITIONS  APPLY  SUBJECT  TD  BILLING  AVAILABILITY 


att«>»s 


a" 


I  ART 


Corporate 


available  to  those  who  carry  the  AT&T  Calling  Card,  the  AT&T  Corporate 
Calling  Card,  or  the  AT&T  Universal  Card. 

For  more  inlbrmation  on  all  the  things  our  cards  can  do  for  you, 
call  1  800  222-0300  Ext.  289.  iToni  voice 
messaging  to  on-line  language  interpreta- 
tion, no  one  has  more  ways  to  help  you  on 
the  road  than  AT&T. 


AT&T 


COMPANY 


SALES 


PROFITS 


RETURN 


MARGINS 


5-YEAR  GROWTH 


MARKET 
VALUE 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONT 

QUARTER 

FROM 

QUARTER 

IN\/F'\TFn 
V  c  J  1 

COmmON 

COMMON 

1991 

1990 

1991 

1990 

1991 

1990 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-26 

PER 

$  MIL 

$  MIL, 

4-26 

$  MIL, 

SHAI 

Public  Service  Enterprise  Group 

1416.3 

7 

168.0 

1  1 

1  1.9 

11.5 

8.0 

■  12.5 

10 

4 

2 

5899 

2.6 

Puget  Sound  Power  &  Light 

276.1 

4 

56.6 

1  1 

20.5 

19,2 

8.7 

13,7 

10 

4 

1 

1208 

2.2; 

Rochester  Gas  &  Electric 

245.7 

2 

24.3 

1 

9.9 

10,0 

NA 

9,3 

12 

-4 

-11 

628 

1.7; 

Son  Diego  Gas  &  Electric 

448.0 

1 

53.4 

-5 

1 1.9 

12.6 

9,1 

14.9 

13 

2 

1 

2483 

3.4; 

Scana 

297.7 

4 

40.3 

13 

13.5 

12,4 

9,6 

18.6 

3 

4 

7 

1502 

4.5c 

SCEcorp 

1670.0 

5 

182.6 

0 

10,9 

1  1,5 

8,7 

14,3 

1 1 

4 

3 

8493 

3.6C 

Southern 

1783.2 

7 

165-6 

16 

9.3 

8  6 

6,3 

9,3 

14 

5 

-7 

8680 

i.9<; 

Southwestern  Public  Service  (4) 

167.2 

-7 

24,1 

5 

14,4 

12,8 

9.5 

15.9 

1  1 

3 

1 

1197 

2.57 

Teco  Energy 

252.6 

7 

27.3 

-4 

10.8 

12.0 

8.5 

16.7 

14 

3 

8 

1933 

2.4: 

Texas  Utilities 

1094.5 

17 

154.8 

-29 

14.1 

23,1 

9,0 

11,5 

9 

1 1 

0 

7288 

3.9"; 

Union  Electric 

437.5 

-2 

35.1 

-15 

8,0 

9,2 

7,8 

13,5 

1 1 

1 

-2 

3076 

2.6f 

United  Illuminating 

169.9 

17 

19.8 

114 

1  1,6 

6,3 

6,8 

15.8 

8 

-8 

-10 

472 

4.31 

UtiliCorp  United 

316.6** 

5 

28.6 

25 

9,0 

7,6 

7,3 

1  1,5 

1 1 

23 

4 

678 

2.24 

Washington  Water  Power 

161.3 

3 

25.8 

-2 

16.0 

169 

8,5 

12,6 

1  1 

0 

1 

708 

2.7; 

Wheelabrator  Technologies 

262.0 

1 

19.6 

36 

7,5 

5,5 

4,9 

9,5 

42 

NA 

NA 

2229 

0-65 

Wisconsin  Energy 

417.7 

7 

55,8 

1 

13,3 

14.1 

8,4 

13.5 

12 

4 

2240 

2-78 

WPL  Holdings 

177.1 

2 

19.8 

-4 

1  1,2 

12.0 

7,9 

13,4 

12 

4 

-1 

683 

2-20 

|b|GAS,  OIL  &  TRANSMISSION 

GROUP  COMPOSITE 

I56II.3 

5 

1013.2 

10 

6.5 

6.2 

5.0 

6.4 

23 

3 

52 

24870 

1.30 

Brooklyn  Union  Gas{3| 

402-8 

10 

62.2 

2 

15,4 

16.7 

7.4 

10.5 

12 

7 

1 

701 

2,26 

Columbia  Gas  System 

986,1 

12 

49.8 

5 

5.1 

5.4 

5,2 

6,1 

18 

4 

4 

1994 

2.16 

Consolidated  Natural  Gas 

1057,5 

-1 

101,3 

1  1 

9,6 

8,5 

7,1 

9,4 

20 

3 

-4 

3421 

2-01 

Eastern  Enterprises 

328-8 

9 

27,8 

-12 

8.5 

10.4 

8.5 

1 1,6 

10 

0 

32 

610 

2-65 

Enron 

3607.1 

18 

108.8 

8 

3,0 

3.3 

7.7 

1 1.4 

15 

8 

34 

2819 

3.66 

Enserch 

807,5 

5 

41.1 

-8 

5.1 

5.8 

NA 

8,7 

19 

-4 

169 

1214 

0.98 

Equitable  Resources 

226.7 

1 1 

27,7 

8 

12,2 

12.5 

8.5 

1 1.6 

13 

6 

0 

775 

2.93 

Indiana  Energy  oi 

165.0 

24 

18.3 

28 

11.1 

10.7 

8.7 

11,5 

13 

10 

5 

319 

1.85 

MCN 

519.3 

10 

51,9 

20 

10.0 

9.2 

8.5 

13,6 

12 

4 

NA 

503 

1.73 

National  Fuel  Gas  I3i 

337.8 

1 

36,0 

0 

10,7 

10.7 

7.9 

9,8 

14 

9 

1 

680 

1.70 

Nicor 

643.7 

2 

47.2 

8 

7.3 

6,9 

9,0 

17,0 

1 1 

1  1 

63 

1231 

3.99 

Pacific  Enterprises 

1854,0 

-3 

66.0 

-7 

3.6 

3.7 

NM 

-3.8 

NM 

5 

NA 

2474 

-0-95 

Panhandle  Eastern 

839.3 

-24 

40.7 

-10 

4.9 

4,1 

NM 

-20.9 

NM 

-3 

NA 

1  101 

-2.64 

Peoples  Energy  01 

489.5 

7 

49.3 

23 

10.1 

8,8 

7.4 

1 1,7 

12 

5 

0 

765 

2.00 

Petroleum  Heat  &Power 

250.1 

9 

31.8 

104 

12.7 

6,8 

NM 

NM 

NM 

NA 

NA 

156 

-0.83 

Piedmont  Natural  Gas  (2| 

156.0 

-6 

17.2 

-27 

1 1.0 

14,1 

7.5 

9,9 

14 

16 

15 

283 

1.83 

Questar 

236,3 

18 

33,1 

14 

14.0 

14,4 

8.7 

13.2 

12 

2 

-1 

729 

3.16 

Sonat 

528,8 

18 

48,2 

48 

9.1 

7,2 

8.2 

10,9 

14 

-1 

12 

1822 

2.95 

Transco  Energy 

769,5 

-19 

25,8 

-6 

3.4 

2,9 

5.4 

2-3 

73 

-3 

NA 

1025 

0.46 

UGI 

264.3 

1 16 

27.5 

43 

10.4 

15,7 

NA 

11-0 

15 

3 

6 

NA 

1.21 

Washington  Gas  Light  |3| 

287,5 

15 

38.9 

24 

13.5 

12,5 

8.8 

11-8 

12 

7 

1 

571 

2.49 

Wicor 

246,2 

4 

20.0 

18 

8.1 

7,2 

6.4 

7-5 

16 

6 

-5 

273 

1.25 

Williams 

607,6 

1 1 

42.8 

34 

7,0 

5,8 

6.2 

7-5 

19 

-2 

1 1 

1406 

1.83 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  eoch  company  name  identifies  the  Scoreboard  category  under 


/hich  it  is  listed 


A&P  10c 

Abbott  Labofotofies  12d 
Adio  Services  2le 
Advanced  Micro  9d 
Advo-Syslem  21  d 
Aetna  Life&  Casualty  17b 
Affiliated  Pubs  20b 
Ahmanson  (H  F  }  1  7c 
Air  &  Water  Techs.  21c 
Air  Express  IntI  23c 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Aloska  Air  Group  23a 
Albony  International  1  5d 
Alberto-Culver  6d 
Albertson's  10c 
Aico  Standord  5 
Alcoa  16a 
Alexander  &  Alex 
Alexander  &  Bald> 
Alexander's  8 
Alleghany  1 7a 
.Allegheny  Ludlum  16b 
Allegheny  Power  24a 
Allergon  12b 


17a 

^in  23d 


Allied  Products  15c 
Allied-Signal  5 
Alltel  22b 

AM  Internotionol  18b 
Amax  1  6a 
Amdahl  18b 
Amerada  Hess  1  lb 
Americo  West  23a 
Americon  Brands  6e 
American  Building  21e 
Americon  Cyonomid  4 
American  Electric  24a 
American  Express  17a 
American  Family  17b 
American  Greetings  14d 
Americon  Home  12b 
American  IntI  Group  1  7b 
American  Medical  12c 
American  National  17b 
American  President  23d 
American  Stores  10c 
American  TV  20a 
Ameritech  22b 
AmeriTrust  3b 
Ames  Dept  Stores  8 
Ametek  9c 
Amgen  12b 


Amoco  lib 
AMP  9d 
AMR  23a 

Analog  Devices  9d 
Anheuser-Busch  6c 
Apogee  Enterprises  21a 
Apple  Computer  18b 
Applied  Magnetics  18b 
Applied  Maleriols  1  5c 
Arco  Chemical  4 
Argonaut  Group  17b 
Armco  1  6b 
Armstrong  World  6b 
Arrow  Electronics  21b 
Arvm  Industries  2b 
Asorco  1  6c 
Ashland  Oil  1  lb 
Asset  Investors  13b 
AST  Reseorch  18b 
4T&T  22a 
Atlantic  Energy  24a 
Atlontic  Richfield  1  lb 
Automatic  Doto  18c 
Avery  Dennison  1  Sa 
Avnet  21b 
Avon  Products  6d 

B 


Boker  Hughe' 
Boll  7a 


Boltimore  G&E  24a 
Banc  One  3b 
Bancorp  Hawaii  3d 
Bondag  2c 
Bonk  of  Boston  3a 
Bonk  of  New  York  3a 
BonkAmerico  3d 
Bankers  Trust  New  York  3a 
Bonta  21d 
BordlC  R  }  12d 
Barnes  Group  13a 
Bornett  Bonks  3c 
Boroid  11c 
Bausch  &  lomb  12d 
Baxter  International  12d 
BoyBanks  3a 
Bear  Steorns  1  7a 
Bearings  21b 
Beckman  Instruments  9c 
Becton.  Dickinson  12d 
Bell  Atlantic  22b 
6ell&  Howell  18a 
BellSouth  22b 
Bemis  7b 

Bergen  Brunswig  12a 
Berkley  (W  R  )  1  7b 
Best  Buy  6b 


Bethlehem  Steel  16b 
Betz  Laboratories  4 
Beverly  Enterprises  12c 
Big  B  12a 

Bindley  Western  12a 
Block  &  Decker  15b 
Block  (H&R)  17a 
Blockbuster  Ent  14b 
Blount  15a 

Boatmen's  Boncshores  3b 
Bob  Evans  Farms  14a 
Boeing  1 

Boise  Cascade  19a 
Borden  10b 
Boston  Edison  24a 
Bowater  19b 
Brendle"s  8 
Bnggs  &  Stratton  1  5c 
Bristol-Myers  Squibb  12b 
Broad  17a 

Brooklyn  Union  Gas  24b 
Brown  Group  6a 
Brown-Forman  6c 
Browning-Ferns  21c 
Brunswick  14d 
Burlington  Coat  Factory  8 
Burlington  Northern  23b 
Burlington  Resources  lib 


C&S/Sovron  3c 
Cobot  4 

Coesors  World  14c 
CalFed  17c 
Campbell  Soup  10b 
Capital  Cities/ABC  20a 
Capitol  Holding  17b 
Carlisle  15a 

Carnival  Cruise  Lines  14d 
Carolina  Freight  23d 
Carolina  Power  24a 
Carpenter  Tech  16b 
Casey's  General  lOc 
Castle  (A.  M  )  21b 
Castle  &  Cooke  10b 
Caterpillar  1  5c 
CBS  20a 
CDI  21e 
Centel  22b 

Centerior  Energy  24a 
Centex  13b 

Centrol  &  South  West  24a 
Centrol  Maine  Power  24a 
Chompion  Intl.  19b 


Charming  Shoppes  8 
Chose  Manhattan  3a 
Chemical  Banking  3a 
Chemicol  Waste  21c 
Chesapeake  19b 
Chevron  lib 
Chrysler  2a 
Chubb  17b 
Cigno  1  7b 
Cilcorp  24a 
Cincinnati  Bell  22b 
Cincinnoti  G&E  24a 
Cincinnoti  Milocron  1  5b 

Cipsco  24a 

Circle  K  lOc 

Circuit  City  Stores  6b 

Circus  Circus  14c 

Citadel  Holding  1  7c 

Citicorp  3a 

Clark  Equipment  15b 

Clorox  6d 

CML  Group  8 

CMS  Energy  24a 

Coast  Savings  1  7c 

Coastal  lib 

Coca-Colo  6c 

Coco-Colo  Enterprises  6c 

Colgote-Palmolive  6d 


Columbia  Gas  24b 
Comdisco  I8c 
Comerico  3b  i 
Commerce  Clearing  20 
Commerciol  Metals  16 
Commodore  IntI  18b 
Conimonweolth  Ed  24 
Comm.  Energy  24a 
Compaq  Computer  181 
Computer  Sciences  18t 
Comsat  22a  | 
ConAgra  10b  ' 
Conner  Peripherals  181 
Consolidateo  Edison  2^ 
Cons,  Freightways  23€i 
Cons.  Natural  Cos  241 
Consolidated  Papers  1* 
Consolidated  Rail  23b 
Consolidated  Stores  8 
Constor  International  7< 
Continental  Bonk  3b 
Control  Data  18b 
Cooper  Industries  9o 
Cooper  Tire  &  Rubber  2 
Coors  (Adolphl  6c 
CoreStotes  Financial  3c 
Corning  1  5a 
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iPHABETICAL  LIST  OF  COMPANIES 

e  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


(CO  Wholesale  8 
',  Inle'nalional  10b 
ne  15a 
i^ord  1 7a 
^Reseorch  18b 
ilor  financial  3c 
M{\  Central  lib 
«n  Cork  &  Seal  7a 
S2la 

ital  Brands  6a 
23b 

I  International  18a 
imins  Engine  2b 
ice-Burns  Foods  lOb 
lops  Industries  16b 
fus  Minerals  16c 


y  Mart  lOc 
a  2b 

ahei  15b 
I  Group  5 
aOenerol  18b 
Ton  Hudson  8 
ft  Foods  10b 
re  15c 

alb  Genetics  tOb 
:homps  lOc 
Computer  18b 
ncrvo  Power  24a 
a  Air  Lines  23a 
o  Woodside  15d 
ixe  18a 
oit  Edison  24a 
ler4 

nond  Shamrock  lib 
lol  Equipment  18b 
irdS 

.ey(Woit)  14b 

□r  General  8 

linion  Bankshores  3c 

tir.ion  Resources  24a 

nelley  (R.  R  }21d 

er  15< 

^  Chemical  4 

'  Jones  20b 

24a 

:24a 

iser  Industries  1  1« 
'.  Communs.  22a 
'ont  4 

e  Power  24a 
&  Brodstreet  20b 
•Fillouer  Medical  12a 
G  15d 


'Stems  9b 

le  Food  Centers  10c 
le-Picher  Industries  2b 
ern  Enterprises  24b 
man  Kodak  14d 
>n2b 
in  2b 
Ob  6d 

on  Brothers  8 

ardsIA  G.|  17o 

LG21a 

Ironic  Data  18c 

elhard  4 

>n  24b 

:rch  24b 

!rgy  24a 

ifox  17a 

itoble  Resources  24b 
'14 

on  1  lb 


ri-Centers  8 

lily  Dollar  Stores  8 

s  12a 

erol  Express  23c 
eral  Home  loon  17a 
erol  Natl.  Mtg.  17a 
eral  Paper  Board  7b 
eral-Mogul  2b 
o4 

'  International  12c 


Fieldcrest  Cannon  1  5d 
Figgie  International  5 
Fingerhut  8 
First  Bonk  System  3b 
First  Chicogo  3b 
First  City  Bancorp  3d 
First  Fidelity  3a 
First  Financial  Mgmt  1  7a 
First  Interstate  Bancorp  3d 
First  Mississippi  4 
First  of  America  Bonk  3b 
First  Union  3c 
First  Wochovio  3c 
Fleet/Norstor  3a 
Fleetwood  Ents  14d 
Fleming  lOo 
Florida  Progress  24a 
Flowers  Industries  10b 
Fluor  21a 
FMC  15c 
Food  Lion  10c 
Foodoramo  10c 
Ford  Motor  2a 
Fort  Howard  19b 
Foster  Wheeler  21a 
Foundation  Health  12c 
FPl  Group  24a 
Freuport-McMoRan  4 
Freeport  Copper  16c 
Fruit  of  the  Loom  6a 
Fuller  (H.  B.)  4 
Fuqua  Industries  5 


Gannett  20b 
Gap  8 
Gotx  23c 

Gaylord  Container  7b 
GenCorp  1 
Genentech  12b 
General  Cinemo  5 
General  Dynamics  1 
Generol  Electric  5 
General  Host  5 
General  Mills  10b 
General  Motors  2a 
General  Public  Uts-  24a 
General  Re  1  7b 
General  Signal  9c 
Genesco  8 
Genuine  Parts  21b 
Georgia  Gulf  4 
Georgia-Pacific  19a 
Getty  Petroleum  21b 
Giant  Food  10« 
Gillette  6d 
GlorfelterlP  H.}  19b 
Glenfed  17c 
Golden  Nugget  14c 
Golden  West  17c 
Goldome  1 7c 
Goodrich  (B,  F.}4 
Goodyear  Tire  &  Rubber  2c 
Goulds  Pumps  1 5c 
Grace  (W.  R.)  4 
Grace  Energy  11c 
Grainger  (W,  W.)21b 
Great  American  Mgmt  4 
Great  A&P  10c 
Great  Lakes  Chemical  4 
Great  Western  17c 
Greyhound  Dial  5 
Grossman's  8 
Grummon  1 
GTE  22b 
Guilford  Mills  15d 
Gulf  States  Utilities  24a 

H 


Hall  (Frank  B.)  17a 
Halliburton  11c 
Hondlemon  21e 
Honno  (M.  A.)  4 
Honnoford  Brothers  lOc 
Harley-Davidson  14d 
Harmon  International  14d 
Hornischfeger  1  5c 
Horns  9b 
Harsco  15a 
Hartford  Steam  17b 


Hortmorx  6a 
Hasbro  14d 

Hawaiian  Electric  24a 

Hechinger  8 

Heinz  (H.  J.|  10b 

Helene  Curtis  Industries  6d 

Henley  Group  9c 

Hercules  4 

Hershey  Foods  10b 

Hewletf-Pockard  18b 

Highland  Superstores  6b 

Hillenbrand  1  5a 

Hillhoven  12c 

Hills  Department  Stores  8 

Hilton  Hotels  14c 

Holly  1  lb 

Home  Depot  8 

Home  Shopping  8 

HON  industries  18a 

Honeywell  9c 

Hormel  (Geo.  A.)  10b 

Hubbell  9a 

Hudson  Foods  lOb 

Huffy  I4d 

Humana  12c 

Hunt  (J  B.)23d 

Huntington  Boncshores  3b 

I 


IBC  Holdings  10b 
IBM  18b 
IBP  10b 

Illinois  Central  23b 
Illinois  Power  24a 
Illinois  Tool  Works  1  5a 
IMC  Fertilizer  4 
Imecera  Group  12d 
Imo  Industries  9c 
Inacomp  Computer  18a 
Independent  Ins.  17b 
Indiano  Energy  24b 
tngersoll-Rand  1  5c 
Inland  Steel  16b 
Inspiration  Resources  1  6c 
Intel  9d 

Intelligent  Electronics  18a 
Interco  6b 
Interface  1  5d 
Intergraph  18c 
inlerlake  1  5c 
International  Flavors  6d 
Intl.  Multifoods  10b 
International  Paper  19b 
Interpublic  Group  21d 
Ipolco  Enterprises  24a 
Itel  5 
ITT  5 


Jacobs  Engineering  21a 
Jocobson  Stores  8 
James  River  19b 
Jameswoy  8 
Johnson  &  Johnson  12d 
Johnson  Controls  9c 
Josiens  15a 
JWP21e 


K  mart  8 
Koman  1 

Kansas  City  Power  24a 
Kansas  City  Southern  23b 
Koufmon  &  Brood  13b 
Kellogg  10b 
Kellwood  6a 
Kelly  Services  21e 
Kemper  1  7b 
Kennametol  1  5b 
Kerr-McGee  lib 
KeyCorp  3a 
Kimball  International  6b 
Kimberly-Clark  19b 
Knight-Ridder  20b 
Kroger  lOc 


L,  A.  Gear  6a 
La-Z-Boy  Choir  6b 
Loforge  13a 


Lands'  End  8 
Leggeft  8.  Piatt  6b 
Leslie  Foy  6a 
LG&E  Energy  24a 
Lifetime  12c 
Lilly  (Eli)  12b 
Limited  8 

Lincoln  National  17b 
Lionel  8 

Litton  Industries  9b 
Liz  Claiborne  6a 
Lockheed  1 
Loews  17o 
Lone  Stor  Techs  16b 
Longs  Drug  Stores  12a 
Longview  Fibre  7b 
Lotus  Development  18c 
Louisicno  Land  lib 
Louisiano-Pocific  19a 
Lowe's  8 
LSI  Logic  9d 
LTV  5 
Lubrizol4 
Lukens  1  6b 
Lyondell  4 

M 


Magma  Copper  1  6c 
MogneTek  9a 
Manor  Core  12c 
Manufacturers  Hanover  3a 
Manufacturers  Natl,  3b 
Manville  13a 
Mapco  lib 

Marion  Merrell  Dow  12b 

Mark  IV  Industries  1  5a 

Marriott  14c 

Marsh  &  McLennan  1  7a 

Marshall  Industries  21b 

Martin  Monetto  1 

Masco  6b 

Masco  Industries  2b 

Mattel  14d 

Moxus  Energy  lib 

Maxxom  16a 

Moy  Department  Stores  8 

Maytag  6b 

McCormick  10b 

McDonald's  14a 

McDonnell  Douglas  1 

McGraw-Hill  20b 

MCI  Communications  22a 

McKesson  12a 

mCN  24b 
Mead  19b 

Medio  General  20b 
Medtronic  12d 
Mellon  Bank  3a 
Melville  8 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Meridian  Boncorp  3a 
Merrill  Lynch  1  7a 
Merry-Go-Round  8 
Metropolitan  Find.  17c 
Meyer  (Fred)  8 
Michaels  Stores  8 
Michigan  Nationol  3b 
MicroAge  1  8a 
Microsoft  18c 
Midlantic  3a 
Midway  Airlines  23a 
Midwest  Resources  24a 
Miller  (Herman)  18a 
Millipore  9c 
Minnesoto  Mining  1  5a 
Mitchell  Energy  1  lb 
Mobil  lib 
Modine  Mtg.  2b 
Molex  9d 
Monsanto  4 
Montana  Power  24a 
Morgan  (J.  P  )  3a 
Morgan  Stonley  1  7a 
Morrison  14a 
Morrison  Knudsen  21a 
Morton  International  4 
Motorola  9b 
Multimedia  20a 
Murphy  Oil  1  lb 


N 


Nocco  Industries  1  la 
Noico  Chemical  4 
Nosh  Finch  lOa 
Nashua  7b 
Notional  City  3b 
Natl.  Convenience  lOc 
Notionol  Fuel  Gos  24b 
Notional  Health  12c 
Notional  Medical  12c 
Notional  Semicond.  9d 
Notional  Service  9a 
Novistor  International  2a 
NBD  Bancorp  3b 
NCH  6d 
NCNB  3c 
NCR  18b 

Neimon  Morcus  Group  8 
Nerco  11a 

New  England  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20b 
Newell  1  5a 
Newmont  Gold  16c 
Newmont  Mining  1  6c 
Niagaro  Mohawk  24a 
Nicor  24b 
Nike  6a 

Nipsco  Industries  24a 
NL  Industries  4 
Nordstrom  8 
Norfolk  Southern  23b 
Nortek  1  5a 
Northeast  Utilities  24a 
Northern  Stotes  24a 
Northern  Trust  3b 
Northrop  1 
Norwest  3b 
Novell  18c 
Nucor  1  6b 
Nynex  22b 


Occidentol  Pet.  lib 
Office  Depot  21b 
Ogden  5 
Ohio  Edison  24a 
Oklohoma  G&E  24a 
Ol.n4 
Olsten  21  e 
Omnicom  Group  21d 
Orocle  Systems  18c 
Orange  &  Rockland  24a 
Oryx  Energy  lib 
Outboard  Marine  14d 
Owens  &  Minor  12d 
Owens-Corning  13a 
Oxford  Industries  6a 


Paccar  2a 

Pacific  Enterprises  24b 
Pacific  G&E  24a 
Pacific  Telecom  22a 
Pacific  Telesis  Group  22b 
PacifiCare  Health  12c 
PocifiCorp  24a 
PoineWebber  Group  17a 
Poll  5 

Pomido  Holdings  8 
Panhandle  Eastern  24b 
Paramount  Comms.  14b 
Parker  Hannifin  1  5a 
Penn  Central  5 
Penn  Traffic  lOc 
Penney  (J,  C  )  8 
Pennsylvonio  Power  24a 
Pennzoil  lib 
Pentair  1  5c 
Peoples  Energy  24b 
Pep  Boys  8 
PepsiCo  6c 
Perkin-Elmer  9c 
Perry  Drug  Stores  12a 
Petrie  Stores  8 
Petroleum  Heat  24b 
Pfizer  12b 
Phelps  Dodge  16c 
PHH  23c 

Philodelphio  Electric  24a 


Philip  Morris  6e 
Phillips  Petroleum  lib 
Phillips-Van  Heusen  6a 
PHM  13b 
Pic  'N'  Save  8 
Piedmont  Natural  24b 
Pier  ]  Imports  6b 
Pilgrim's  Pride  lOb 
Pinkerton's  21e 
Pinnacle  West  24a 
Pioneer  Hi-Bred  lOb 
Pitney  Bowes  18a 
Pittston  1  la 
PNC  Financial  3a 
Polaroid  14d 
Pope  &  Talbot  19a 
Portland  General  24a 
Poflotch  19b 
Potomac  Electric  24a 
PPG  Industries  13a 
Precision  Castports  1  6c 
Premark  International  5 
Premier  Industriol  21b 
Preston  23d 
Price  8 

Prtmerica  1  7a 
Procter  &  Gamble  6d 
Progressive  1  7b 
Promus  14c 
Provident  Life  17b 
PSI  Resources  24a 
PS  Co.  of  Colorado  24a 
Public  Service  Ent  24a 
Pugel  Sound  Power  24a 


Quoker  Oats  10b 
Quaker  State  lib 
Ouonex  16b 
Ouonlum  1  8b 
Quantum  Chemical  4 
Questor  24b 
QVC  Network  8 


Rolston  Purina  10b 
Roychem  9a 
Raytheon  9b 
Reebok  International  6a 
Republic  New  York  3a 
Rexene  4 

Reynolds  &  Reynolds  1 8a 
Reynolds  Metals  16a 
Richfood  Holdings  10a 
Rite  Aid  12a 
RJR  Nabisco  6e 
Roadway  Services  23d 
Robertson  Ceco  1  5a 
Rochester  G&E  24a 
Rochester  Telephone  22b 
Rockwell  Internotional  5 
Rohm  &  Haas  4 
Rohr  Industries  1 
Rose's  Stores  8 
Ross  Stores  8 
Rubbermaid  1  Sa 
Ruddick  10c 
Russell  6a 
Ryder  System  23c 
Rykoff-Sexton  10a 
Rylond  Group  13b 


Safeco  1 7b 

Sofety-Kleen  21e 
Sofewoy  lOc 
Salomon  1  7a 
Son  Diego  G&E  24a 
Sonta  Fe  Pocific  23b 
Sara  Lee  10b 
Scono  24a 
SCEcorp  24a 
Schering-Plough  12b 
Schlumberger  11c 
Schulmon  (A.)  4 
Schwob(Chorles)  17a 
Scott  Poper  19b 
Scnpps(E.  W)20b 
Seogote  Technology  18b 
Seors,  Roebuck  8 
Seaway  Food  Town  10c 


Security  Pacific  3d 
Service  Corp.  Intl.  21e 
Service  Merchandise  8 
Show  Industries  1  5d 
Showmut  National  3a 
Sherwin-Willioms  13a 
Shoney's  14a 
Signet  Bonking  3c 
Silicon  Graphics  18b 
Smith  (A,  O.)  2b 
Smith's  Food  &  Drug  lOc 
Smithfield  Foods  10b 
Snop-on  Tools  1  5b 
Society  3b 
Sonot  24b 
Sonoco  Products  7b 
Southeast  Bonking  3c 
Southern  24a 
So  New  Eng  Tel.  22b 
Southwest  Airlines  23a 
Southwestern  Bell  22b 
Southwestern  PS  24a 
Spiegel  8 

Springs  Industries  1  5d 
SPX  15b 
Square  D  9a 
St  Paul  17b 
Standard  Products  2b 
Stondord  Register  18a 
Stonhome  6d 
Stanley  Works  15b 
State  Street  Boston  3a 
Sterling  Chemicals  4 
Stewart  &  Stevenson  1  Sc 
Stone  Contoiner  7b 
Stop  &  Shop  10< 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Stride  Rite  6a 
Student  Loan  Mktg.  17a 
Sun  1  lb 

Sun  Microsystems  18b 
Sundstrand  1 
SunTrust  Bonks  3c 
Super  Food  Services  lOa 
Super  Volu  Stores  10a 
Supermarkets  GenI  lOc 
Syntex  12b 
Sysco  10a 


Tombrands  6d 
Tondem  Computers  18b 
Tondy  18b 
Tech  Doto  18a 
Teco  Energy  24a 
Tecumseh  Products  13a 
Tektronix  9c 
Teledyne  5 
Temple-Inland  7b 
Tenneco  5 
Texaco  lib 
Texas  Industries  13a 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 
Thiokol  1 

Thomos  &  Betts  9a 
3M  15a 
Tiffany  8 

Time  Warner  20b 
Times  Mirror  20b 
Timken  1  5c 
TJX  8 

Torchmork  1  7b 
Toro  6b 
Tosco  lib 
Toys 'R"  Us  8 
Trans  World  Music  14d 
Transamerico  1  7o 
Transotlantic  1  7b 
Transco  Energy  24b 
Travelers  1  7b 
Tribune  20b 
Trinova  15a 
TRW  5 

TW  Holdings  14a 
Tyson  Foods  10b 


U.  S  Healthcare  12c 

U  S,  Shoe  8 

U.  S  Surgical  12d 


UAL  23a 
UGl  24b 

UJB  Financial  3a 
Union  Comp  19b 
Union  Carbide  4 
Union  Electric  24a 
Union  Pacific  23b 
Union  Texas  lib 
Unisys  18b 

United  tlluminoting  24a 
United  Stationers  21b 
United  Technologies  1 
United  Telecomms,  22a 
Un.trin  17b 
Univar  21b 
Universal  6e 
Universal  Foods  10b 
Universal  Health  12c 
Unocal  lib 
Unocal  Explorotion  lib 
UNUM  17b 
Up|ohn  12b 
US  West  22b 
USAir  Group  23a 
USG  13a 
USLico  17b 
USLife  17b 
UST  6e 
USX  5 

UtiliCorp  United  24a 


Valero  Energy  lib 
Volh.  S 

Valley  Notionol  3d 
Volmont  Industries  15a 

Volspor  13a 
Varion  Associotes  9b 
Venture  Stores  8 
VF  6a 

Viacom  20a 

Vicorp  Restaurants  14a 

Village  Super  Market  10c 

Vista  Chemical  4 

Vons  10c 

Vulcan  Materials  13a 

w 


Wobon  8 
Wockenhut  21e 
Wat-Mart  Stores  8 
Walgreen  12a 
Wallace  Computer  18a 
Wong  Loborotories  18b 
Worner-Lombert  12b 
Washington  Gos  24b 
Washington  Post  20b 
Washington  Water  24a 
Waste  Monogement  21c 
Weirton  Steel  16b 
Weis  Morkets  10c 
Wellman  4 
Wells  Fargo  3d 
Wendy's  IntI  14a 
Western  Digitol  18b 
Western  Publishing  20b 
Wesfinghouse  Electric  9a 
Wesfmork  Intl.  12d 
Westvaco  19b 
Weyerhaeuser  19a 
Wheelobrotor  Techs.  24a 
Wheeling-Pittsburgh  16b 
Whirlpool  6b 
Whitman  5 
Wickes  15d 
Wicor  24b 

Willamette  Industries  19a 
Willcox&Gibbs21b 
Willioms  24b 
Winn-Dixie  Stores  10c 
Wisconsin  Energy  24a 
Witco  4 
Woolworth  8 
Worfhington  Inds.  16b 
WPL  Holdings  24a 
WrigleylWm.)  Jr.  10b 

XYZ 


Xerox  18b 

Yellow  Freight  23d 
Zenith  Electronics  6b 
Zenith  National  17b 


Footnotes  on  page  69 


AUTOS I 


WHY  AUTO  COMPANIES 
CAN'T  WIN  FOR  LEASING 


Today's  rock-bottom  rates  cost  foreign  and  U.S.  camiakers  plenty 


I 


n  the  market  for  a  new 
car?  Driving  off  in  one 


has  gotten  a  lot  cheaper 
lately,  thanks  to  an  auto-in- 
dustry gimmick:  cut-rate 
leases.  A  customer  shopping 
for,  say,  a  Honda  Accord, 
America's  best-selling  model 
last  year,  can  now  cop  one 
for  nothing  down  and  $199 
per  month  on  a  five-year 
lease — not  bad  next  to  the 
car's  $15,375  sticker  price.  A 
hot  deal  for  consumers, 
though,  isn't  necessarily 
good  for  the  auto  companies 
and  banks  that  handle  the 
leases.  In  fact,  some  are  los- 
ing big  money  on  them. 

Once  common  mainly  for 
luxury  cars,  leasing  these 
days  is  being  used  to  pump 
sagging  sales  of  even  the 
most  prosaic  models.  De- 
troit's Big  Three,  the  Euro- 
peans, Korea's  Hyundai,  and 
Japanese  producers  all  are 
playing  the  game.  Cadillac 
now  leases  its  plush  Sedan 
de  Ville,  which  sells  for 
about  $33,000,  for  three 
years  at  nothing  down  and 
$469  a  month,  vs.  $650  a 
month  just  a  year  ago.  Such 
bargains  are  one  reason  the  leasing  busi- 
ness at  General  Motors  Acceptance 
Corp.  (GM.^C),  the  world's  biggest  auto- 
finance  company,  more  than  doubled  in 
the  first  quarter,  to  $794  million. 
LOSING  PROPOSITION.  The  problem  is  that 
all  this  leasing  al.so  helped  the  Big  Three 
lose  a  record  $4  billion  in  the  last  two 
quarters.  The  car  companies'  lending 
companies  have  remained  fairly  conser- 
vative. But  to  lure  customers,  their  par- 
ents pay  subsidies  to  the  finance  units  to 
keep  monthly  payments  low.  F.  Joseph 
McPartlin,  GM.'VC's  director  of  retail  leas- 
ing, says  these  can  be  "$2,000  or  even 
more"  for  a  pricey  car — rivaling  rebates 
as  a  contributor  to  Detroit's  losses. 
Overseas  makers  have  also  suffered 
losses  or  crimped  profits. 

The  $18  billion  leasing  business  is 
even  more  of  a  quagmire  for  ine.xperi- 


enced  players,  such  as  some  of  the 
banks  that  have  jumped  into  it.  Since 
lease  customers  don't  have  much  money 
tied  up  in  their  vehicles,  they're  more 
likely  than  buyers  to  walk  away  if  their 
finances  get  tight.  And  in  a  sour  econo- 
my such  as  today's,  the  problems  wors- 
en. Unscrupulous  dealers  lure  customers 
into  leases  they  can't  afford  (box).  And 
lessors  sometimes  lower 
credit  standards  to  drum 
up  business.  "It's  pretty 
easy  to  make  marginal 
customers  look  better 
than  they  are,"  says 
Timothy  Hinkin,  a  Uni- 
versity of  Virginia  pro- 
fessor who  surveys  les- 
sors for  the  Consumer 
Bankers  Assn. 
The  upshot:  Auto-lease 
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THE  LEASING 
BINGE 


CARS  LEASED 
BY  INDIVIDUALS 
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repossessions  doubled  last  year,  to  27'  f 
all  leases,  according  to  the  CB.4.  Ti  t 
costs  banks  and  finance  companies  i 
bundle:  Those  answering  a  recent  cv 
survey  lost  an  average  of  $4,500  per  i- 
possessed  car.  Since  last  fall,  such  baui 
as  Citicorp  and  Marine  Midland  Ba: 
have  largely  abandoned  auto  leasing.  / 
The  other  problem  for  lessors  is  ' 
predicting  a  car's  worth  by  lease's  ei . 
A  high  estimate  can  produce  a  loss  if  t  ■ 
car  resells  for  less  than  projected  at  t : 
end  of  the  lease.  Resale  value  also 
plummet  if  customers  don't  take  care 
their  cars.  "We've  seen  them  come  ha', 
a  total  wreck,"  says  Steven  R.  Mui-ph, 
a  former  Marine  Midland  Bank  exec- 
five  who  resells  lease  vehicles  in  Calif i  ■ 
nia.  Dealers  often  don't  make  a  stin 
because  80'^  of  those  returning  vehicl, 
lease  another.  But  the  lessor  loses  if  tl 
beat-up  car  doesn't  sell  for  much. 
RED  INK.  The  problem  is  compounded  1 
lessors  who  overestimate  a  car's  pi-u jt-c 
ed  value  to  keep  deals  moving.  Maru 
Midland,  which  once  ran  lease  progran 
for  Porsche  and  Jaguar,  often  project(j 
that  cars  would  be  worth  60/'c  of  tl' 
sticker  price  when  40%  was  reaiisti 
says  Murphy.  Devon  M.  Cohen,  Marii 
Midland's  senior  vice-president  for  aut 
motive  financial  services,  concedes  th; 
the  bank  was  aggressive  "to  keep  i; 
\\  ith  the  pack"  of  rival  lessors,  thoug 
he  blames  slumping  used-car  prices  f( 
some  of  Marine  Midland's  losses.  \ 
auto-finance  operation  was  awash  in  rt 
ink  last  December,  when  Ford  Mot( 
Credit  Co.  acquired  its  network.  Marii 
Midland  still  holds  the  leases  and  is  r' 
selling  luxury  cars  in  Germany  and  elsi 
where  to  get  the  highest  price. 

Up  to  a  point,  carmakers  would  ratht 
risk  losing  money  than  market  shan 
So,  .Audi  inflates  the  residual  value  of  it 
Audi  100  sedan,  and  its  parent,  Volk: 
wagen  of  America  Inc.,  picks  up  the  di: 
ference,  about  $3,200,  as  part  of  th 
model's  marketing  expense,  says  a 
Audi  official.  And  when  Nissan  Mote 
Co.  leases  Infiniti  Q45  luxury  sedan 
through  its  finance  arm,  it  figures  th 
car's  worth  after  three  years  at  abou 
$25,000.  By  contrast,  National  Auto  R( 
search,  a  Gainesville  (Ga.)  companj 
whose  Black  Book  is 
standard  industry  refei 
ence,  estimates  the  car' 
worth  at  about  $17,50( 
Such  rosy  projections  ar 
largely  why  two-thirds  o 
the  banks  and  finano 
companies  surveyed  b; 
Hinkin  lost  $563  on  aver 
age  last  year  per  resol( 
lease  car. 
A  few  car  companie: 
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"FIVE  YEARS  AGO,  YOU  WERE  MY  BLUSHING  BRIDE. 
THIS  ANNIVERSARY,  LET'S  TURN  YOU  GRIMSON: 


THE  DL\MOND  ANNIVERSARY  BAND. 


Tins  ijear.  tell  her  you'd  mairy  her  all  over  again. 


fl  diamond  is  forever. 


Suggested  retail  price  lor  rings  $1,195- $6,000. 


BAILEY 
BANhS&BIDDLE 

CWEIERS  SINCE  m 


e  trying  to  mitigate  some  of  leasing's 
ggest  risl<s.  Audi  now  pays  for  routine 
aintenance  on  leased  cars.  And  BMW 
ends  $800  to  $1,200  to  recondition 
me  7-series  sedans  after  they  come  off 
ise.  The  cost  is  more  than  offset  by 
e  higher  resale  value  of  the  cars,  BMW 
ys,  so  it  plans  to  expand  the  program. 
Auto  companies  can't  afford  to  slow 
e  leasing  boom  now,  despite  its  draw- 
cks.  U.  S.  car  and  light-truck  sales  are 
f  17.3'/  so  far  this  year — and  compa- 
es  fear  sales  would  fall  more  without 
ising.  In  the  auto  industry,  though, 
emotional  pricing  is  like  a  drug — hard 
kick,  even  when  times  get  better. 
3W,  on  top  of  rebates  and  dealer  incen- 
'es,  cut-rate  leasing  is  one  more  pill 
jtroit  may  have  trouble  giving  up. 

Bj/  David  Woodruff  in  Detroit 


{EWARE— THE 
INE  PRINT  COULD 
lAUSE  HEADACHES 


With  their  low  monthly  pay- 
ments and  no  money  down, 
leases  make  driving  off  with 
new  car  easy.  But  beware  of  appar- 
nt  bargains.  Leases  are  more  complex 
lan  traditional  loans  and  sometimes 
iclude  potentially  costly  fine  print, 
ind  few  leases  are  identical,  so  it  pays 
)  read  closely  before  signing.  Here 
re  some  things  to  look  for: 
Get  a  closed-end  lease.  In  an  open- 
nded  lease,  the  customer  may  have  to 
lake  extra  payments  if  the  car  resells 
3r  less  than  projected.  The  lessor 
ikes  the  risk  in  a  closed-end  one. 
Don't  get  talked  into  a  downpay- 
lent.  It's  usually  not  required.  A  nor- 
lal  security  deposit  is  a  month's  rent. 
Be  sure  you  can  get  out  of  the  lease 
arly — and  know  the  penalty  if  you  do. 
Check  for  mileage  limitations  and 
ow  much  you  will  pay  if  you  exceed 
lem.  About  10(t  per  mile  is  average. 
At  the  end  of  the  lease,  you  may  be 
able  for  excess  wear  and  tear.  The 
est  leases  provide  guidelines  for  ac- 
eptable  damage — tire  wear,  dings  in 
le  doors,  and  that  sort  of  thing. 
A  onetime  administrative  charge,  or 
;ase-acquisition  fee,  of  $250  on  aver- 
ge,  is  standard.  Don't  pay  too  much. 
Check  whether  you  may  buy  the  car 
?hen  the  lease  is  ujj — and  if  the  pur- 
hase  price  is  determined  at  the  outset 
r  by  market  conditions  at  the  end. 
\  Whether  you're  planning  to  buy  the 
ar  or  not,  ask  the  price  on  which  the 
ayments  are  based.  Compare  it  with 
he  going  sales  price  for  that  model  to 
e  sure  you  aren't  overpaying. 


The  best  way  to  a  man's 
stomach...NordicTrack 

Be.sidts  burnirig  calories  ii  strengthen.s 
the  heart,  tones  the  muscle,s  and  improves 
stamina,  .\nd  it  s  much  less  stressful  on  the 
body  than  running  and  high-impaa  sports. 
Working  out  on  N'ordicTrack  also  boosts 
creativirv'  and  produaivity  and  lowers  stress, 
making  you  feel  as  good  as  you  look 


It's  time  to  change 
the  spare  tire. 


Unlike  most  in 
home  exercisers. 
N'ordicTrack  works  all  ''^^ 
the  major  muscle  groups 
of  the  body  including  the 
arms,  legs,  buttocks,  shoulders 
and  yes.  even  stomach. 

So  what  are  you  waiting 
for?  Call  N'ordicTrack 
todav  I 


f^ordiclrack 


World's  best 
aerobic  exerciser. 


n 


^  FREE  VIDEO 

for  a    &  Brochure 


N'ordicTrack  duplicates  the  motion  of 
cross-country  skiing,  what  most  experts  agree 
is  the  most  efficient  and  effective  aerobic 
exercise. 

It  bums  more  calories  in  less  time  than 
any  other  kind  of  exercise  machine.  Up 
to  1,100  calories  per  hour  according  to  fitness 
experts. 


1-800-328-5888 

-I     Flca^c  >cnu  nic  a  tret-  brc^churc 

□     Also  a  free  videotape  □  VHS  J  Beta 

Name   


F\T 

I43E1 


Street 
City 


.  Zip  . 


L 


NordicTrack,  Depi  l-i3El, 
UlC  Jonathan  Blvd.  N  .  Chaska.  .MN  55318 


J 


THOSE 
AGING  BOOMERS 

GRAYER?  SURE.  SIOWING  DOWN?  NEVER.  A  MARKETING  CHALLENGE?  ABSOLUTEl 
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iddle  age,  tradition  tells  us,  is 
when  youth  fades,  passion 
lebbs,  and  life's  winded  mara- 
thon runners  sink  into  the  big  easy  chair 
of  suffocating  responsibility.  But  spare 
Frederick  and  Kathryn  Clarke,  a  high- 
voltage  Cleveland  couple,  any  laments 
for  what  C.  S.  Lewis  called  "the  long, 
dull,  monotonous  years  of  middle-aged 
prosperity  or  middle-aged  adversity." 

Fred  turns  44  in  June.  He  put  in  11 
years  at  Ernst  &  Young  before  becom- 
ing chief  financial  officer  for  a  money- 
management  firm.  Now  he's  striking  out 
on  his  own,  running  two  franchises  for 
Voice-Tel  Enterprises  Inc.,  a  voice-mes- 
saging company  based  in  Hudson,  Ohio. 
His  wife,  Ryn,  41,  runs  a  graphic-design 
firm  out  of  their  suburban  Lakewood 
home.  The  Clarkes  have  two  daughters, 
ages  IV2  and  5,  but  that  doesn't  slow 
them  down.  They  go  in  for  running,  aer- 
obics, skiing,  tennis,  and  paddleball. 

The  Clarkes,  with  an  income  of  well 
over  $150,000  a  year,  are  a  blur  of  mo- 
tion. They're  renovating  their  seven-bed- 
room Victorian  house,  and  their  vacation 
travels  take  them  from  Maine  to  San 
Francisco.  Ryn  is  on  the  board  of  the 
Cleveland  Institute  of  Art,  while  Fred 
just  ended  a  stint  as  president  of  the 
Cleveland  Center  for  Economic  Educa- 
tion, a  group  that  helps  local  school- 
teachers improve  economics  curricu- 
lums.  "I  don't  .see 
us  slowing  down," 
says  Ryn.  She  calls 
middle  age  "an  ex- 
citing challenge. 
You  can't  sit  back 
and  let  it  happen 
to  you." 

The  Clarkes  are 
wealthier  than 
most  people,  and  busier  than  many.  But 
their  refusal  to  give  in  to  "dull,  monoto- 
nous" middle  age  seems  typical  of  the 
baby-boom  generation,  whose  leading 
edge  turns  45  this  year.  For  these  66 
million  Americans,  the  adventure  of 
youth  continues.  "This  is  not  a  genera- 
tion that  has  accepted  the  reality  of  ag- 


ing well,"  says  Jeff  Ostroff,  39,  director 
of  PrimeLife  Marketing,  a  group  in 
Plymouth  Meeting,  Pa.,  that  advises  on 
marketing  to  older  consumers.  "It's 
been  brainwashed  into  thinking  it  has  to 
wear  short-shorts  and  use  hula-hoops." 

This  youthful  attitude  has  enormous 
implications  for  the  thousands  of  U.  S. 
businesses  whose  fortunes  will  rise  or 
fall  on  keeping  boomer  customers  satis- 
fied. America's  marketers  can't  afford  to 
assume  that  these  aging  Aquarians  will 
act  in  middle  age  the  way  their  more 
sedentary  parents  did.  Instead,  they 
have  to  learn  the  knack  of  selling  prod- 
ucts and  services  to  a  generation  that 
acts  and  thinks  young  but  still  must 
grapple  with  the  new  realities  of  midlife, 
which  include  the  stress  of  starting  fam- 
ilies and  switching  careers. 
PRACTICAL  PIZZAZZ.  Boomers'  frenzied 
efforts  to  balance  work  and  family,  for 
example,  make  them  voracious  consum- 
ers of  time-saving  services  and  products. 
They  also  still  want  the  fashionable 
jeans  of  their  youth — provided  they  are 
cut  for  an  ampler  profile.  And  after  ac- 
quiring a  taste  for  travel  as  backpacking 
undergrads,  they  still  want  their  exotic 
vacations — but  the  resort  had  better  pro- 
vide nursery  care. 

Designing  products  for  these  forty- 
something  tastes  requires  a  deft  mix  of 
practicality  and  pizzazz.  That's  a  big 


"In  a  couple  of  years  they  hni,^  u 
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enough  challenge.  Marketers,  though, 
also  have  to  deal  with  the  unique  psy- 
chological and  economic  contradictions 
the  boomers  face.  Though  millions  of 
them  enjoy  substantial  incomes,  others 
with  less  education  face  a  tough  grind 
as  manufacturing  jobs  dwindle  and 
many  service  jobs  continue  to  pay  poor- 
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Amonjj  the  households  headed  by 
Its  aged  35  to  44,  nearly  207f  strug- 
on  incomes  of  $20,000  or  less, 
ven  affluent  boomers  are  starting  to 
ize  it  will  be  tough  for  them  to  reach 
level  of  affluence  their  parents  en- 
d  in  the  prosperous  postwar  world, 
len  we  grew  up  in  the  '50s  and  '60s, 
were  told  the  world  would  be  our 
,er,"  says  Richard  Hokenson,  a  46- 
•  old  demographer  at  Donaldson, 
tin  &  Jenrette  Inc.  in  New  York, 
w  life's  turned  out  to  be  more  of  a 
ggle  than  we  were  told  it  would  be." 
okenson  attributes  much  of  this 
ggle  to  the  boomers'  huge  numbers, 
the  largest  group  in  the  population, 


boomers  are  competing  for  a  dwindling 
number  of  job  promotions  in  an  economy 
that  may  never  again  see  the  dizzying 
growth  of  the  '50s  and  '60s.  And  since 
housing  prices  are  no  longer  outpacing 
inflation,  boomers  may  not  realize  the 
huge  capital  gains  their  parents  get  as 
they  sell  their  homes  to  finance  their 
retirement. 

So  despite  relatively  high  incomes, 
boomers  will  have  to  shepherd  their  re- 
sources carefully.  That  doesn't  mean 
they'll  abandon  their  rich  consumer  hab- 
its. But  marketers  will  find  boomers 
looking  for  the  best  combination  of 
price,  service,  and  convenience  in  a  prod- 
uct before  they  pull  out  their  wallets. 


Of  course,  the  boomers  won't  march 
into  middle  age  in  lockstep.  "The  baby 
boom  will  not  cross  the  terrain  of  middle 
age  on  a  single  superhighway,"  says 
Ralph  Whitehead  Jr.,  a  journalism  pro- 
fessor at  the  University  of  Massachu- 
setts. "They  will  blaze  many  trails 
across  that  landscape." 
TOP  DRAWER.  Nearly  a  quarter  of  people 
aged  35  to  44,  for  example,  are  single, 
compared  with  12%  in  1960.  That's  a  big 
market  for  vacations,  packaged  foods, 
and  other  goods  aimed  at  affluent  indi- 
viduals. Some  older  boomer  parents, 
meanwhile,  have  adult-age  children, 
while  many  others  are  like  Dr.  Jay  E. 
Lieberman,  a  45-year  old  Washington, 
D.  C,  dentist.  He  will  be  past  60  before 
Julia,  his  18-month-old  daughter,  heads 
for  college.  The  middle-age  nesting  of 
boomers  such  as  Lieberman  helped 
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boost  the  number  of  births  last  year  to  4 
million,  the  highest  in  the  U.  S.  since 
1964,  the  last  year  of  the  baby  boom. 

Affluent  boomers  coming  late  to  par- 
enthood are  especially  attractive  to  mar- 
keters. Unlike  parents  in  their  20s,  most 
in  this  age  group  are  at  or  near  the  peak 
of  their  earning  potential.  And  though 
worried  about  retirement,  they  want  top- 
drawer  items  for  their  children.  "When  I 
make  a  decision  to  buy  something  for 
Julia,  my  only  consideration  is  that  it's 
best  for  her,"  says  Lieberman.  "I  don't 
have  to  worry  that  I  can't  get  the  car 
fixed."  Such  well-off  parents  can  afford 
to  fret  about  contaminants  in  baby  foods 
and  are  willing  to  pay  a  premium  for 
products  such  as  Earth's  Best  organic 
baby  food.  The  company  expects  to  tri- 
ple its  1990  sales  of  $5.1  million  by  next 
year,  says  Marketing  Director  John 
Eldridge. 

Because  they  are  so  well-educated, 
(chart,  page  108)  boomers  are  also  will- 
ing to  spend  lavishly  to  give  their  kids  a 
leg  up  in  life.  They  are  shelling  out  mil- 
lions for  educational  toys,  videos,  and 
tutoring  services.  The  American  Book- 
sellers Assn.  estimates  that  publishers' 
overall  sales  of  children's  books — which 
can  go  for  $15  or  more  at  retail — jumped 
from  $284  million  in  1982  to  $992  million 
in  1990. 

Married-with-children  boomers  are 
also  a  prime  market  for  the  struggling 
U.  S.  auto  industry.  Families  who  out- 
grew tiny  Toyotas  have  moved  into  the 
roomier  Ford  Taurus.  Now,  Ford  hopes 
to  get  those  buyers  into  even  larger  se- 
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dans  and  has  redesigned  its  Crown  Vic- 
toria with  a  Taurus-lilve  look  as  a  lure. 

For  active  lifestyles — or  getting  the 
kids  to  ballet  rehearsal  through  the 
snow — there  are  the  increasingly  popu- 
lar four-wheel-drive  vehicles.  And  every 
other  automobile  in  the  suburbs  seems 
to  be  a  minivan.  Chrysler  reports  that 
baby  boomers  make  up  61'/'  of  its  mini- 
van  owners — much  higher  than  the  427' 


Hyatt  resorts  and  downtown  hotels  have 
begun  Camp  Hyatt  programs  that  pro- 
vide activities  for  kids  while  parents  at- 
tend meetings  or  play  a  set  of  tennis. 
Even  cruises  are  being  redesigned  for 
the  family.  Premier  Cruise  Lines  Ltd.'s 
Big  Red  Boat  combines  a  Bahamas  trip 
with  a  stay  at  Walt  Disney  World. 

But  even  as  growing  children  take  up 
more  of  their  time,  boomers  must  deal 
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boomer  ownership  for  all  passenger 
cars.  Safety-conscious  boomers  are  also 
willing  to  buy  such  costly  options  as  air- 
bags  and  antilock  brakes. 

Like  autos,  travel  marketing  is  becom- 
ing increasingly  child-oriented.  Hyatt 
Hotels  Corp.  has  developed  a  whole 
range  of  products  to  appeal  to  parents 
traveling  with  kids.  Hyatt  offers  half- 
price  adjacent  rooms  for  children  and  a 
special  kids'  room-service  menu.  Many 


with  the  needs  of  aging  parents  who  are 
living  longer  than  any  previous  genera- 
tion. A  1985  survey  by  Travelers  Corp. 
found  that  207  of  its  work  force  had 
eldercare  responsibilities  (page  150). 
Notes  Andrew  J.  Cherlin,  a  sociologist  at 
Johns  Hopkins  University:  "This  is  the 
first  era  that  most  middle-aged  children 
will  have  living  parents,  and  those  par- 
ents will  need  care." 

So  boomers  are  shopping  for  childcare 
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and  eldercare,  for  nursery  schools  and 
nursing  homes.  Take  Marianne  L.  Gump- 
per,  a  40-year-old  executive  at  People's 
Bank  in  Bridgeport,  Conn.  She  has  three 
young  children  and  septuagenarian  par- 
ents. "So  far,  they're  healthy,"  she  says. 
"But  I  do  worry  that  as  time  goes  by, 
I'll  sort  of  be  in  a  sandwich." 

These  "sandwich"  boomers  will  be  a^ 
lucrative  market  for  inventive  health'; 

care  companies  and  in-| 
surers.  Metropolitan  Life 
Insurance  Co.  has  found 
that  one  way  to  market 
to  seniors  is  through 
their  children.  Employees 
of  American  Telephone  & 
Telegraph,  Chevron,  and 
Monsanto  can  now  buy 
MetLife  long-term-care 
insurance  policies  at  group  rates  for 
themselves,  spouses,  parents,  and  grand- 
parents. "Boomers  are  encouraging 
their  parents  to  buy  these  policies  be- 
cause they  are  a  way  to  protect  their 
inheritance,"  say  MetLife  Vice-President 
James  B.  Weil. 

INNER  NEEDS.  Having  already  redefined 
parenthood,  baby  boomers  are  about  to 
do  the  same  for  America's  notion  of 
work.  We  never  saw  Ward  Cleaver  at  - 
the  office,  but  we 
can  assume  that  he 
supported  June,  Wal- 
ly,  and  the  Beaver 
by  spending  his  life  - 
at  the  same  white 
collar  job.  You  can't 
make  such  simple  as- 
sumptions for  those 
now  entering  mid- 
life. Workplace  ex- 
perts figure  part-tim- 
ers and  job-sharers 
will  flourish,  and  en- 
trepreneurship  will 
surge.  "This  will  be 
the  first  generation 
whose  careers  won't 
last  for  a  working 
lifetime,"  says  Peter 
A.  Morrison,  a  RAND 
Corp.  demographer, 
"Midlife  career  redi- 
rection will  become 
more  commonplace." 

In  part,  this  mobil- 
ity has  been  forced 
by  corporate  restruc- 
turings that  have  ledr 
to  massive  layoffs  of* 
middle-aged  manag 
ers.  But  others! 
aren't  waiting  for' 
pink  slips.  The  weak 
ening  of  job  loyalties 
and  the  drive  to  sat- 
isfy inner  needs  are 
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\H  PATOUHAS  (RIGHT)  AND  SONS  BRIAN  AND  ADAM  VISIT  HER  MOTHER,  GRACE  BLAUVEIT 


NOT  EXACTLY  THE  'ME'  GENERATION 


rou  don't  have  to  tell  Dennis  and 
Marian  Topping  Patouhas  what 
it's  like  to  be  members  of  the 
idwich  generation."  For  these 
?nwich  (Conn.)  baby  boomers,  life 
ull  of  responsibilities  to  parents, 
Iren,  and  work. 

arian,  45,  is  a  full-time  director  of 
ifits,  planning,  and  retirement  at 
ey  Bowes  Inc.  in  nearby  Stamford, 
nis,  43,  is  self-employed  as  a  con- 
mt  in  finance  and  real  estate.  Both 
el  on  business  and  can  be  gone  for 
eek  or  more  at  a  time.  When  both 
away,  a  live-in  housekeeper  takes 


iraging  thousands  to  strike  out  on 
own. 

en  some  whose  jobs  are  secure  will 
0  move  on.  Ellen  A.  Rudnick,  40, 
one  of  the  highest-ranking  women 
ixter  International  Inc.,  a  hospital- 
y  company  in  Deerfield,  111.  But  a 
ng  that  her  advancement  was 
ed  and  the  demands  of  being  a  sin- 
lother  of  two  led  her  to  quit  in  1989. 
y  she  heads  a  company  in  Ann  Ar- 
Mich.,  that  compiles  medical  data, 
she  loves  her  new  freedom.  "You 
really  get  your  hands  around  the 
less,"  she  says. 

e  proclivity  of  boomers  to  change 


care  of  their  two  sons,  ages  12  and  9. 

From  the  beginning  of  their  mar- 
riage, they've  also  cared  for  elderly 
parents  and  relatives.  First,  Dennis' 
parents,  both  in  failing  health,  needed 
help  to  run  their  small  stationery  store. 
"We  would  go  in  early  or  fill  in  on 
weekends  when  they  couldn't  make  it 
to  work,"  Marian  recalls.  Two  years 
later,  Dennis'  father  died.  When  his 
mother  died,  they  still  were  left  with 
three  elderly  aunts  and  an  uncle  to 
look  after. 

Last  June,  Marian's  77-year-old 
mother  went  into  a  hospital  with  phle- 


jobs  and  careers  creates  opportunities 
for  an  array  of  business  services.  Mi- 
chael Cote  turned  unhappiness  with  his 
life  as  a  lawyer  into  an  opportunity.  In 
1988  he  left 'the  New  York  office  "of  a 
Paris-based  firm  and  eventually  found  a 
job  counseling  disgruntled  lawyers  seek- 
ing more  meaningful  work.  Today,  Cote, 
39,  runs  the  one-man  New  York  office  of 
Philadelphia-based  Lawgistics. 

Dissatisfied  boomers  are  helping  boost 
attendance  257o  a  year  at  New  York  Uni- 
versity's Center  for  Career  and  Life 
Planning,  which  counsels  adults  on  ca- 
reer changes.  "I  see  people — a  success- 
ful lawyer  or  banker — where  everything 


bitis  and  suffered  several  strokes.  In 
January,  she  was  moved  to  a  nursing^ 
home  outside  Newburgh,  N.  Y.  Mar- 
ian's sister  lives  nearby  and  visits  ev- 
ery night  to  feed  her,  but  Marian 
drives  an  hour  each  weekend  to  spell 
her  sister  and  spend  three  or  four 
hours  with  her  mother. 

On  a  typical  weekday,  Marian  rises 
at  6  a.m.,  drives  their  elder  son  to 
school,  then  gets  to  her  office  by  8  a.m. 
Dennis,  whose  office  adjoins  the  home, 
drives  their  younger  child  to  school. 
NEW  BENEFITS.  Fortunately,  Marian 
says,  Pitney  Bowes  has  long  had  some 
enlightened  workplace  policies,  espe- 
cially flextime,  which  was  one  of  the 
company's  big  attractions  for  her  when 
she  started  working  there  in  1986.  Pit- 
ney Bowes  also  offers  employees  a 
child  care  referral  service.  And  thanks 
to  Marian's  efforts,  the  company  will 
begin  flexible,  cafeteria-style  benefits 
later  this  year.  The  new  benefits  will 
give  employees  access  to  elder  care  re- 
ferrals and  allow  them  to  spend  some 
benefit  funds  on  long-term  care  insur- 
ance for  aged  parents  or  themselves. 

It's  no  surprise  that  time  is  this  cou- 
ple's scarcest  resource.  Marian  scans 
catalogs  and  newspaper  ads  for  prod- 
ucts she  can  order  over  the  phone.  She 
shops  at  Stew  Leonard's,  a  gigantic 
supermarket  in  Norwalk,  Conn.,  where 
she  can  buy  meat  in  bulk  and  have  it 
cut  to  family-size  portions  for  the 
freezer.  All  the  details  of  a  Walt  Dis- 
ney World  family  vacation  last  year 
were  arranged  in  a  single  call  to  a 
Disney  reservation  service.  And  the 
Patouhases  got  away  last  year  for  a 
weekend — their  first  trip  alone  since 
their  marriage  in  1973. 

Confronted  with  these  demands, 
Marian  says  she  feels  proud  to  be  a 
survivor.  "When  I  back  up  and  look  at 
[all  we  do],  I  say,  'Oh,  my  God!'  But 
somehow  we  get  through  it,"  she  says. 
Devising  strategies  to  meet  commit- 
ments to  work,  children,  and  parents 
will  be  a  priority  for  more  and  more  of 
Patouhas'  contemporaries. 

By  Resa  W.  King  in  Greenwich,  Conn. 


about  their  career  looks  fantastic  on  pa- 
per, but  they  aren't  satisfied,"  says  Leti- 
tia  Chamberlain,  the  center's  director. 

A  generation  that  starts  families  late, 
changes  careers,  and  faces  permanent 
job  insecurity  will  have  to  deal  with  a 
high  level  of  turbulence.  "In  the  earlier 
generation,  by  the  time  you  were  50,  the 
kids  had  graduated  college,  the  mort- 
gage was  paid,  and  the  dog  had  died," 
says  Jane  R.  Fitzgibbon,  head  of  Ogilvy 
&  Mather's  TrendSights  Div.  "This  gen- 
eration has  nowhere  near  that  level  of 
certainty." 

Indeed,  for  boomers  having  children 
later,  big  bills  will  crimp  retirement  sav- 
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ings.  Yet  savings  will  be  more  important 
than  ever.  Job-hopping  will  keep  boom- 
ers from  accumulating  pension  benefits, 
and  corporate  cost-cutting  means  they 
will  pay  a  larger  share  of  their  health 
care  costs  in  their  old  age.  "My  husband 


our  lives."  An  Urban  Institute  study 
concludes  that  today's  older  boomers 
will  retire  with  only  half  the  $293,000  in 
real  wealth  their  parents  are  expected  to 
have  when  they  quit  working. 

Companies  that  sell  financial  planning 


and  I  will  be  approaching  retirement 
when  Kevin  is  in  college,"  says  Beverly 
J.  Merchant,  41,  president  of  a  Coral 
Gables  (Fla.)  real  estate  consulting  firm 
and  mother  of  a  one-year-old.  "At  this 
rate,  we  will  have  to  work  for  the  rest  of 


services  want  to  take  advantage  of  the 
boomers'  new  sense  of  financial  insecuri- 
ty. John  Wilkinson,  a  vice-president  at 
Cigna  Corp.,  says  that  the  demographic 
profile  of  the  insurance  company's  cus- 
tomers has  changed  dramatically.  The 


It 


typical  customer  for  Cigna's  upscale  f 
nancial  planning  services  used  to  be 
55-year-old  business  owner.  Now,  h 
says,  half  the  customers  are  under  4 
and  about  a  quarter  are  women. 

This  whiff  of  realism  is  helping  ton 
down  the  hedonism  of  the  80s.  "Afte 
boomers  bought  all  the  CD  players  an 
gelato  makers,  they  realized  they  don 
need  any  more  of  that  stuff,"  remark 
Susan  Hayward,  senior  vice-president  c 
market  researcher  Yankelovich  Clanc 
Schulman.  "Having  everything  turne 
out  to  be  exhausting  and  expensive." 

It's  no  surprise,  then,  that  companie 
hawking  apparel  and  luxury  goods  ar 
modifying  their  approach  to  these  coi 
sumers.  BMW,  a  yuppie  icon,  still  trun 
pets  that  its  cars  are  the  "ultimate  dri' 
ing  machine,"  but  its  ads  now  emphasiz 
safety  and  resale  value.  The  Sharper  In 
age  Corp.,  which  prospered  in  the  '8C 
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THE  HARRIES— MICHAEL,  PAULA,  PAUL,  AND  JANE— AT  BOSTON'S  MUSEUM  OF  SCIENCE 


HOW  TO  FALL  OFF 
THE  CORPORATE  LADDER— AMD  THRIVE 


For  more  than  a  decade,  Michael 
and  Paula  Harries  raced  up  the 
coi"porate  ladder  at  Prime  Com- 
puter Inc.  in  Natick,  Mass.  Michael,  41, 
had  risen  to  a  job  managing  30  employ- 
ees as  head  of  product  planning.  And 
Paula,  43,  oversaw  market  research  at 
the  $1.5  billion  minicomputer  company. 
High  pay,  overseas  travel,  a  live-in 
nanny — they  had  it  all. 

Until  1989,  that  is,  when  Prime  went 
private  in  a  leveraged  buyout  and  shed 


4,000  employees.  Within  three  months 
of  one  another,  Michael  and  Paula  lost 
their  jobs,  victims  of  a  restructuring 
they  never  imagined  would  eliminate 
two  highly  qualified  strivers  such  as 
themselves. 

Now,  the  Harrieses  are  partners 
with  two  other  professionals  in  a  small 
consulting  firm,  The  Carlyle  Group 
Inc.,  which  specializes  in  market  posi- 
tioning and  research  for  computer  com- 
panies. And  Michael  Harries  is  project- 


ing sales  this  year  of  $1  million 
double  1990's  revenues. 

Despite  the  lack  of  steady  paychecks 
and  corporate  perks,  Michael  and  Pau 
la  say  they're  thrilled  to  be  out  on  their 
own.  Michael  savors  the  direct  finan 
cial  impact  of  his  day-to-day  activities 
"Working  in  a  big  company,  it's  very 
difficult  to  see  what  you  did"  at  the  ^ 
end  of  the  day,  he  says.  "It's  a  great  1^1 
feeling  to  know  that  if  we  succeed,  we 
did  it  ourselves.  And  if  we  fail,  we  did 
it  all,  too." 

SEASON  OF  THE  PINCH.  The  Harries 
family  life  has  improved  as  well.  True 
instead  of  counting  stock  options,  theyjicl 
are  pinching  pennies  to  get  the  busi- 
ness rolling.  Michael  used  to  replace 
the  car  every  two  years.  Today,  he's 
looking  forward  to  finishing  the  loan  m 
payments  on  his  1988  Nissan  Pathfind- 
er, which  he  plans  to  keep  driving.  An(Ju 
dining  out  has  become  a  truly  specia 
event.  "We  used  to  go  out  to  dinnei 
without  thinking,"  says  Michael. 

On  the  plus  side,  Paula  has  time  tcl 
sing  in  a  community  choral  group  ancH 
visit  their  daughter's  elementary 
school.  She  also  plans  many  more  fam 
ily  outings,  such  as  trips  to  Boston's 
Museum  of  Science.  "We've  more  flexi 
bility  with  our  schedule — even  if  wi 
work  longer  hours,"  she  says. 

Paula  sometimes  looks  back  fondlj 
on  the  days  when  her  hard  work  was 
rewarded  with  regular  raises  and  pro 
motions.  At  Prime,  she  recalls,  "If  '. 
felt  my  career  wasn't  moving  ahead  [ir 
one  position],   I  could  transfer  ancii-f 
move  up  from  there."  But  with  choiil'  (a 
practice  to  attend  and  a  business  t(  a 
care  for,  she  doesn't  have  much  timeij  m 
for  such  regrets.  ,  ![ 

By  Gary  McWilliams  in  BostoV'\  »t 
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g  expensive  adult  toys,  is  trying  to 
ts  troubled  business  back  on  track 
)peaiing  to  boomers'  ecological  con- 
.  It's  peddling  "green"  products — 
crushers  for  recycling,  low-flow 
erheads,  and  composters.  Chairman 
ird  J.  Thalheimer,  43,  says  "special 
it  Earth"  products  account  for 
t  207'  of  the  company's  catalog, 
signers  and  clothing  manufacturers 
.Iso  targeting  the  fuller  middle-age 
le.  Levi  Strauss  &  Co.  is  aiming  its 
ers  line  of  casual  men's  trousens — 
their  roomy  thighs — at  an  audience 
ficantly  older  than  the  typical  buyer 
snugger  jeans.  The  Dockers  collec- 
which  was  introduced  in  1986,  now 
mts  for  157  of  the  company's  $4 
n  in  revenue.  Says  Daniel  Chew,  Le- 
orporate  marketing  manager:  "Men 
eir  40s  are  incredibly  more  fashion- 
nous  than  their  fathers." 
ddle  age  suddenly  is  gaining  cachet, 
Some  cosmetics  makers  are  using 
lis  who,  while  not  exactly  wrinkly, 
r  some  maturity.  Revlon  has 
;hed  a  campaign  for  its  Eterna  27 
1  care  product  that  features  middle- 
model  Lauren  Hutton.  Says  mar- 
ig  consultant  Wendy  Liebmann: 
Eterna  27  customer  is  an  older 
an  who  can  now  really  relate  to 
en  Hutton  and  say,  'This  is  a  con- 
orary,  and  wow,  doesn't  she  look 
lous!'  " 

lLOG  shopping.  As  they  grow  older, 
lers  who  can  afford  it  will  buy  any- 
j  that  helps  manage  the  time  they 
so  little  of.  There  has  been  an  enor- 
5  surge  in  purchases  from  catalogs, 
h  spare  busy  shoppers  the  trouble 
logging  through  shopping  malls, 
le-repair  and  lawn-care  services 
Id  thrive.  Trendy  eateries  are  now 
ig  pizza  parlors  in  the  home  deliv- 
business.  "I  spend  a  lot  of  money 
ig  people  do  things  I  am  capable  of 
7  myself  but  don't  have  the  time  to 
says  Sherry  A.  Swirsky,  39,  a  part- 
n  a  large  Philadelphia  law  firm, 
le  fastest-growing  area  of  supermar- 
;ales  is  ready-to-eat  deli  items,  which 
de  healthier  foods,  such  as  chicken 
vegetables.  Most  Safeway  super- 
cets  around  Washington,  D.  C,  and 
e  San  Francisco  Bay  area  now  offer 
e  delivery  of  phone  or  faxed  orders, 
ving  numbers  of  supermarkets  are 

24  hours  a  day.  And  are  you  ready 
McGroceries?  McDonald's  Corp.  is 

selling  eggs,  milk,  and  bread  at 
;-up  windows  in  some  test  markets. 
3althier  eating  is  part  of  the  boom- 
preoccupation  with  slowing  the  bio- 
:al  clock.  So  is  their  fascination  with 
cise,  which  makes  boomers  different 
1  the  Barcalounger-lizard  generation 
preceded  them.  "Being  fit  is  terribly 
)rtant  for  these  people  psychologi- 
',"  says  James  Bostic,  president  of 


RAVILLE:  OUR  FATHERS  WENT  TO  WORK,  COLLECTED  A  PAYCHECK,  AND  QUESTIONED  NO  ONE 


THIS  IS  NOT 
YOUR  FATHER'S  CEO 


Stephen  E.  Raville,  former  hippie 
and  antiwar  protester,  is  now  a 
full-fledged  member  of  the  Es- 
tablishment. As  one  of  the  few  forty- 
something  chief  executives  to  run  a 
BW  1000  company,  he  heads  Atlanta's 
Advanced  Telecommunications  Corp.,  a 
long-distance  phone  carrier  with  $351 
million  in  revenues.  As  a  tax  attorney, 
Raville  helped  create  the  current  ATC 
by  merging  it  with  a  smaller  long-dis- 
tance company  in  1983. 

Raville  tries  to  keep  his  '60s  self 
alive  in  the  way  he  runs  ATC.  "When 
we  occupied  administration  buildings 
on  campus,  it  encouraged  us  to  ask 
questions,"  says  Raville,  44.  "That  car- 
ried over  to  the  business  world." 

Communicating  with  ATC's  1,700  em- 
ployees is  one  area  where  Raville  does 
things  differently.  Every  month  he 
hosts  an  "open  house"  where  a  specific 
department  gives  the  rest  of  the  com- 
pany a  rundown  on  what  it  does  and 
how  other  departments  can  help  it.  Ra- 
ville has  installed  video-conference 
equipment  so  employees  in  San  Anto- 
nio and  Boca  Raton  can  join  these  pre- 
sentations. To  create  more  goodwill, 
company  announcements  and  press  re- 
leases are  sent  to  employees'  homes. 
And  ATC  sponsors  after-hours  get-to- 
gethers for  workers  and  their  families. 

Raville  strives  for  the  same  direct- 
ness in  his  day-to-day  contacts  with  se- 
nior and  midlevel  executives.  "He 
makes  you  feel  like  an  integral  part  of 
the  company,  even  at  my  level,"  says 


Jim  Agan,  a  district  manager  of  ATC's 
Dallas  office.  "Top  management  re- 
sponds very  quickly — much  faster  than 
at  any  of  the  other  three  companies 
I've  worked  for." 

Raville  needs  to  keep  employees  in- 
volved because  they,  too,  are  a  lot  less 
tradition-bound  than  the  previous  gen- 
eration. "Our  fathers  went  to  work, 
collected  their  paychecks,  and  didn't 
ask  questions,"  he  says.  "Now  if  peo- 
ple don't  feel  their  contributions  make 
a  difference,  they'll  just  go  elsewhere." 
■RUTHLESS.'  The  kind  of  relaxed  man- 
agement Raville  practices  first  became 
popular  in  the  late  '70s  with  high-tech 
firms  founded  by  young  upstarts.  At 
the  time,  conventional  wisdom  had  it 
that  all  this  touchy-feely  stuff  would 
give  way  to  more  traditional  manage- 
ment as  these  businesses  matured. 

Now,  though,  management  gurus 
see  many  boomer  CEOs  and  fortyish 
senior  executives  showing  similar  pref- 
erences for  less  hierarchy.  "Boomer 
CEOs  are  more  collegial  and  they  tend 
to  be  more  cooperative  and  less  dicta- 
torial," says  D.  Quinn  Mills,  a  profes- 
sor at  Harvard  business  school  who 
has  studied  boomers  in  the  workplace. 
But,  Mills  adds,  "They  are  perfectly 
capable  of  being  ruthless."  The  efforts 
of  Raville  and  other  new  corporate 
chiefs  to  keep  their  collaborative  ways 
as  their  responsibilities  mount  is  ex- 
pected to  result  in  some  big  changes  in 
corporate  culture  in  the  coming  decade. 

By  Walecia  Konrad  in  AtUmta 
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NordicTrack  Inc.  "It  means  recapturing 
their  youth,   retaining  their  vitality." 

But  fitness,  which  used  to  mean  an 
evening  stop  at  the  gym,  is  becoming  a 
domestic  activity  for  time-crunched 
boomers,  who  are  cramming  their  homes 
with  exercise  bikes  and  stair-step  exer- 
cisers. NordicTrack,  which  makes  home 
machines  that  simulate  cross-country 
skiing,  has  enjoyed  a  compound  annual 
sales  growth  averaging  55/'  over  the 
past  five  years,  and  sales  could  pass 
$150  million  this  year.  NordicTrack's 
Bostic  says  his  typical  customer  is  be- 
tween 40  and  45  and  has  "extraordinari- 
ly high  education  and  income  levels." 
Their  income  had  better  be  high.  Nordic- 
Tracks  cost  as  much  as  $1,299. 

As  boomers  feel  the  effects  of  aging, 
the  weight  of  responsibilities,  and  the 
realization  that  they  will  not  attain  all 
their  goals,  they  are  doing  a  little  soul- 
searching.  Churchgoing  is  up,  and  the 
divorce  rate  is  edging  down.  Psychologi- 
cal services  for  sufferers  of  midlife  cri- 
ses could  thrive.  And  boomers'  never- 
ending  search  for  self-fulfillment  will 
open  up  markets  for  educational  vaca- 
tions and  hobbies  such  as  gardening. 
Boomers  are  even  taking  piano  les- 
sons— a  once-hated  ritual  of  childhood. 
SHARING  TIME.  This  age  group  is  also 
feeling  a  renewed  sense  of  social  con- 
sciousness. Volunteerism  is  on  the  rise. 
In  March,  1990,  649^  of  Americans  aged 
35  to  44  had  volunteered  during  the  pre- 
vious year,  compared  with  54'7f  for  the 
same  age  group  only  two  years  earlier, 
according  to  the  Independent  Sector,  a 
coalition  of  charitable  organizations. 

Steve  K.  Ferber,  39,  has  discovered 
volunteering  in  a  big  way.  Last  year, 
Ferber,  a  Fairfax  (Va.)  father  of  three 
daughters,  sold  his  share  of  a  successful 
newsletter  business  to  his  partner  and  is 
now  devoting  full  time — without  pay — to 
developing  environmental  education  pro- 
grams for  the  local  school  system.  Says 
Ferber:  "It  gives  me  a  sense  of  contrib- 
uting to  something  real." 

This  surge  in  volunteerism  shows  that 
somehow  the  old  '60s  spirit  of  wanting 
to  change  the  world  never  quite  flick- 
ered out.  That's  a  good  thing — there  are 
plenty  of  problems  screaming  for  the 
i3oomers'  attention.  And  as  they  strug- 
gle with  these  personal  and  world-class 
issues,  the  boomers  may  well  tone  down 
their  self-indulgent  ways  even  more. 
They've  already  learned,  as  the  Rolling 
Stones  lyric  goes,  that  they  can't  always 
get  what  they  want.  But  boomers  know 
that  if  they  try,  they  just  might  find 
they  get  what  they  need,  as  they  move 
vigorously  into  their  50s  and  beyond. 

By  Susun  B.  Garland  in  Washington, 
with  Laura  Zinn  and  Christopher  Power  in 
New  York,  Maria  Shao  in  San  Francisco, 
Julia  Flynn  Siler  in  Chicago,  and  bureau 
reports 


STRATEGIES! 


DID  LAIDLAW  STRIKE 
FOOL'S  GOLD? 


Dazzled  by  shiny  numbers,  it  put  $1  billion  in  a  Bermuda  company 


When  Donald  K.  Jackson  took 
over  as  chief  executive  of 
Laidlaw  Inc.  in  August,  he 
had  every  reason  to  look  ahead  with  con- 
siderable cheer.  Founded  in  the  late 
1950s,  Laidlaw  had  evolved  from  a  small 
trucking  company  into  a  waste-manage- 
ment powerhouse  and  big  school-bus  op- 
erator. As  one  of  Canada's  fastest-grow- 
ing companies — revenues  climbed 
ninefold,  to  $1.7  billion,  during  the  '80s — 
Laidlaw  attracted  an  ardent  following 
among  investors  in  Toronto  and  New 
York.  But  soon  after  he  settled  in,  Jack- 
son thrust  himself  into  an  unusual  role 
for  a  new  CEO — that  of 
corporate  sleuth. 

Jackson  hopes  to  un- 
ravel a  tangled  mystery 
surrounding  ADT  Ltd.,  a 
$1.2  billion,  Bermuda- 
based  provider  of  secu- 
rity-alarm systems  and 
the  world's  largest  car 
auctioneer.  During  the 
tenure  of  just-retired 
Laidlaw  Chairman  and 
CEO  Michael  G.  De- 
Groote,  the  company  in- 
vested some  $1  billion  in 
ADT  and  now  owns  a 
29'7f  stake.  Initially,  adt 
turned  in  dazzling  re- 
sults. But  since  Jackson 
started  casting  a  gimlet 
eye  on  ADT's  books, 
alarm  bells  have  been 
ringing  at  Laidlaw. 

An  internal  investiga- 
tion by  Laidlaw  has 
raised  troubling  questions  about  ADT's 
financial  practices.  The  conflict  burst 
into  public  view  on  Apr.  1  when  Laidlaw 
sued  ADT  in  U.  S.  District  Court  in  Man- 
hattan, alleging  that  ADT's  soaring  fi- 
nancial results — pretax  profits  rose  thir- 
teenfold  from  1983  to  1989 — may  have 
been  partly  "illusory." 

The  suit  also  charged  that  ADT  had 
engaged  in  a  series  of  "rigged  transac- 
tions" in  which  the  company  allegedly 
shuffled  assets  back  and  forth  between 
controlled  subsidiaries  to  book  huge 
gains.  In  a  press  release,  ADT  Chairman 
Michael  A.  Ashcroft,  a  45-year-old  Brit- 
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MAN  ABOUT  TOWN:  ASHCROFT 
WITH  PRINCESS  Di  AT  THE  BALLET 


ish  financier,  called  the  suit  an  "unwar 
ranted  attack  on  the  integrity  of  ADT  am 
its  management."  Nonetheless,  the  com 
pany  quickly  initiated  settlement  talks 
Ashcroft  declined  repeated  interview  re 
quests  by  BUSINESS  WEEK. 
DOUBLE  STANDARD.  Jackson  recenti 
dropped  the  suit  after  Ashcroft  agree( 
to  his  demands  for  the  creation  of  a: 
independent  audit  committee  and  sevei 
seats  on  ADT's  expanded  board  of  15 
ADT  says  the  whole  matter  is  over.  How 
ever,  a  number  of  ADT  shareholder  suit, 
already  have  been  filed  and  consolidate( 
in  Manhattan.  Meanwhile,  Jackson  vows 
"We're  going  to  opei 
the  doors  and  let  tb 
sunshine  in." 

Unfortunately  fo 
Jackson — and  Laidla\ 
investors — he's  proba 
bly  not  going  to  lik 
what  he  finds.  Laidla\ 
claimed  in  the  lawsu 
that  recent  ADT  annu 
reports,  audited  by  th 
Bermuda  office  of  D( 
initte,  Haskins  &  Sell 
(now  Deloitte  &  Toi 
che),  have  greatly  ovei 
stated  profits.  Deloitte 
I'.ermuda  office  said 
would  be  "inappropr 
ate"  to  comment  on  th 
flap,  as  ADT's  account 
are  now  audited  by  Co( 
pers  &  Lybrand.  Co^ 
pers  says  it  stands  b 
its  1990  "unqualifiec 
audit  opinion  of  ADT, 
Still,  there  are  unresolved  issue 
aplenty  arising  from  the  Laidlaw  sui 
For  instance,  ADT  reported  profits  ( 
$922.2  million  from  1986  to  1989.  Po 
tions  of  those  results  were  based  o 
British  accounting  rules.  But  ADT's  r 
cent  filings  with  the  Securities  &  E: 
change  Commission  reveal  that  the  cori 
pany  earned  only  $115.2  million  durin 
the  same  period,  if  worked  up  by  staK 
dard  U.  S.  accounting  rules.  The  diffe 
ent  accounting  methods  do  produce  dii 
crepancies.  Still,  the  88%  gap  seen 
extremely  large,  says  Laidlaw. 

One  thing  is  clear,  though;  ADT's  f 
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al  position  is  dete- 
tinjr  rapidly.  On 
18,  ADT  reported 
its  net  income  had 
1  a  startling  437f', 
82  million,  in  1990. 
I  of  this  was  the 
t  of  a  large  drop  in 
2gory  called  "other 
ne,"  which  was 
explained.  Another 
Tia  is  what  hap- 
d  to  more  than 
million  in  cash  and 
etable  securities, 
•eported  that  these 
s  declined  by  $800 
m  in  its  1990  annu- 
sults  but  offered  a 
led  explanation  for 
han  $700  million  of 
drop. 

issue  here  is  much 
than  arcane  ac- 
:ing  principles.  The 
et  value  of  Laid- 
j  ADT  investment 
plunged  by  more 
$400  million,  and 
son  conceded  that 
company  may  be 
d  to  take  a  huge 
-off  later  this  year 
iver  the  downturn. 
VDT  mess  is  already 
ing  Laidlaw.  In 
,  the  company  re- 
d  that  its  net  in- 
plunged  96%,  to 
million,  during  its 
id  quarter,  largely 
result  of  the  drop 
DT's  earnings  and 
law's  share  of  a 
million  extraordinary  loss  taken  by 
Complicating  matters  are  the  U.  S. 
Canadian  recessions,  which  have 
^zed  margins  at  Laidlaw.  Investors 
littery:  Laidlaw  has  shed  about  a 
of  its  market  value  since  February. 
MORE  MOVE.  DeGroote  declined  to 
ss  ADT's  current  woes.  Yet  he  says 
vas  originally  attracted  by  ADT's 
ng  position  in  the  security  and  car- 
on  businesses.  Ashcroft  also  bene- 
personally  from  his  relationship 
Laidlaw.  Just  before  DeGroote's  re- 
lent,  Laidlaw's  board  worked  out  a 
under  which  the  company  bought 
roft's  personal  shares  in  ADT  for 
million.  Laidlaw  even  granted  him 
unusual  option  to  repurchase  the 
3S  at  the  same  price,  adjusted  for 
icing  costs,  through  mid-1993.  If  the 
?s  appreciate  markedly,  Ashcroft 
d  be  able  to  capitalize  on  the  gain 
3Ut  bearing  any  risk, 
wouldn't  be  the  first  time  Ashcroft 
I  smart  deal.  In  1977,  he  acquired  a 
stake  in  an  obscure  tent  company, 


—AND  A  LOT  OF  PROBLEMS 


\tAAAY8,  1989  i 
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EARNINGS 

From  1  986  to  1 989,  ADT 
reported  earnings  of 
$922  million  using  British 
accounting  rules.  U.S.  rules 
yield  only  $1  15.2  million 


LIQUIDITY 

In  March,  ADT  revealed  its 
cash  and  marketable 
securities  had  fallen  $800 
million,  to  $390  million,  as 
of  yearend  1990 
DATA:  BRIOCf  INFORMATION  SYSTEMS  INC.,  BW 
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BOOKKEEPING 

ADT  transferred  assets 
between  units, 
booking  gains.  Critics 
claim  the  transactions 
propped  up  profits 


Hawley  Group  Ltd.  He  soon  proved  a 
prolific  dealmaker  and  developed  power- 
ful friends.  He  enjoys  close  ties  to  top 
Conservative  Party  figures,  and  he's  an 
acquaintance  of  Princess  Diana. 

In  1984,  Ashcroft  moved  Hawley  from 
London  to  the  balmier  regulatory  cli- 
mate of  Bermuda.  Then,  in  1987,  he 
spent  $715  million  to  gobble  up  adt,  the 
No.  1  player  in  the  U.  S.  security-alarm 
business  and  renamed  Hawley  after  it. 
Ashcroft  clearly  called  the  shots.  Ac- 
cording to  Laidlaw's  suit,  DeGroote  was 
ADT's  only  "independent"  director. 

Perhaps  if  there  had  been  more  out- 
side scrutiny,  ADT's  financial  reports 
wouldn't  be  so  puzzling.  In  its  lawsuit, 
Laidlaw  alleged  that  adt  improperly  im- 
proved its  balance  sheet  and  income 
statement  by  transferring  assets  in  and 
out  of  its  489'<-owned  affiliate,  Sechura 
Inc.,  a  Canadian  holding  company.  One 
example:  Laidlaw  alleges  that  at  the  end 
of  1986,  ADT  sold  to  Sechura  its  28% 
stake  in  Attwoods  PLC,  a  waste-manage- 
ment company  based  in  Britain  that  it 


had  acquired  that  same 
year  for  $27  million.  Yet 
six  months  later,  Se- 
chura resold  the 
Attwoods  stake  to  ADT 
in  a  transaction  valued 
at  $63.5  million.  Al- 
though no  cash  changed 
hands,  the  value  of  the 
Attwoods  stake  more 
than  doubled  on  ADT's 
books.  According  to 
Laidlaw's  suit,  adt  al- 
legedly booked  profits 
on  similar  deals. 

Under  U.  S.  account- 
ing rules,  companies 
may  not  realize  gains 
on  the  transfer  of  as- 
sets to  subsidiaries  be- 
cause of  a  potential  con- 
flict of  interest.  But 
British  standards  allow 
such  gains  if  the  affili- 
ate is  less  than  50%> 
owned.  Still,  Laidlaw 
contended  in  the  now- 
dropped  lawsuit  that 
ADT  used  these  transac- 
tions to  pump  up  report- 
ed profits.  And,  indeed, 
ADT  recently  took  a 
$95.7  million  write-off 
on  its  stake  in  the  affili- 
ate. Sechura  says  "adt 
never  exercised  improp- 
er or  undue  influence" 
in  this  deal. 

TERSE  REPORTS.  While 
there's  nothing  appar- 
ently illegal  about  adt's 
accounting  practices, 
Jackson  is  pressing 
Ashcroft  to  adopt  more 
stringent  accounting  methods.  And  once 
ADT's  independent  audit  committee  sorts 
through  the  company's  books,  perhaps 
Laidlaw  will  understand  what  caused 
the  drop  in  the  company's  cash  position. 
Laidlaw  would  also  like  to  get  more 
details  about  the  integrity  of  adt's  earn- 
ings. In  recent  years,  ADT  reported 
huge  earnings  gains  with  precious  little 
explanation.  In  1989,  some  40%  of  its 
$290  million  in  pretax  income  came  from 
"affiliates"  and  "other  activities." 

For  his  part,  Jackson  is  confident 
these  issues  will  soon  be  "properly  vet- 
ted." He's  upbeat  about  adt's  long-term 
prospects,  given  the  boom  in  demand  for 
electronic  security-alarm  systems.  And 
despite  Laidlaw's  recent  setbacks,  the 
garbage-hauling  business  has  strong 
growth  prospects  in  the  U.  S.,  its  No.  1 
market.  But  until  Laidlaw  finishes  un- 
raveling the  curious  case  of  ADT's  books, 
this  corporate  detective  story  may  yet 
reveal  a  few  unpleasant  plot  twists. 

By  William  C.  Symonds  in  Toronto  and 
Mark  Maremont  in  London 
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INLAND  ROLLS  OUT 

A  SHEET  OF  DISAPPOINTMENT 


A  joint  venture  with  Nippon  Steel  is  plagued  by  operating  glitches 


In  an  industry  not  known  for  its  bril- 
liant strategic  planning,  Inland  Steel 
Industries  Inc.  has  always  seemed  to 
shine.  When  other  steelmakers  were 
flailing  about  during  the  early  1980s,  In- 
land committed  itself  to  a  $1.7  billion 
capital-spending  spree  to  install  the 
world's  latest  steelmaking  gadgetry. 
The  crescendo  came  when  Inland  Chair- 
man Frank  W.  Luerssen  announced 
plans  in  1987  with  Japan's  Nippon  Steel 
Corp.  to  build  a  finishing  plant  that 
could  turn  out  nearly  perfect  sheet  steel. 

But  instead  of  leading  the  pack,  In- 
land is  now  suffering  along  with  the  rest 
of  the  industry.  Operating  glitches  have 
left  the  year-old,  $525  million  finishing 
plant  in  New  Carlisle,  Ind.,  known  as  I/N 
Tek,  behind  schedule.  Meanwhile,  equip- 
ment snafus  at  its  sprawling  steelmak- 
ing facility  in  Northern  Indiana  cost  In- 
land dearly.  And  expansion  of  its 
wholesale  metal  distri- 
bution business  has  also 
been  a  disappointment. 
Taken  together,  these 
miscues  are  now  roiling 
the  company.  "We  tried 
to  do  too  much  too 
fast,"  concedes  Robert 
J.  Darnall,  president  of 
Inland. 

HEAVY  TOLL.  The  Up- 
shot: Last  year.  Inland 
lost  $20.6  million  on  a 
7%  sales  dip  to  $3.9  bil- 
lion. Prospects  are  even 
grimmer  this  year,  with 
Inland's  key  consumer- 
product  markets — autos 
and  appliances — in  a 
blue  funk.  Inland  lost  a 
surprisingly  steep  $40 
million  in  the  first  quar- 
ter. It  faces  a  potential 
full-year  loss  of  about 
$130  million  on  $3.5  bil- 
lion in  sales,  figures 
UBS  Securities  Inc. 

Of  course,  the  reces- 
sion is  being  felt 
throughout  the  steel  in- 
dustry. Virtually  every 
major  steelmaker  is  re- 
porting heavy  first- 
quarter  losses.  And,  to 


CEO  LUERSSEN:  INLAND'S  SHARES 
FELL  36%  IN  THE  PAST  YEAR 


be  sure.  Inland's  reputation  for  turning 
out  quality  steel  remains  intact.  Yet  the 
company  is  paying  a  steep  price  for 
Luerssen's  decision  to  focus  on  premium 
flat-rolled  and  bar  steel, 
used  in  such  products  as 
cars,  refrigerators,  and  of- 
fice furniture. 

With  the  auto  and  appli- 
ance businesses  on  the 
ropes,  Inland's  key  custom- 
ers have  pressed  for  rock- 
bottom  prices — squeezing 
margins  on  its  premium 
steel.  Nor  have  competitors 
relinquished  the  high  end  to 
Inland.  The  company  fig- 
ured its  technological  edge 
would  allow  it  to  swipe  share  from  com- 
petitors in  slow-growing  steel  markets. 
But  rivals  such  as  USX,  LTV,  Armco,  and 
National  have  also  spent  billions  of  dol- 
lars to  sharpen  the 
quality  of  their  sheet 
steel. 

Now,  Inland's  future 
depends  on  getting  the 
bugs  out  of  its  new  i/N 
Tek  finishing  plant. 
When  the  mill  is  hum- 
ming, it  can  produce 
rolls  or  coils  of  steel  at 
half  the  cost  of  tradi- 
tional operations.  Be- 
cause the  mill  performs 
five  separate  operations 
continuously  under  one 
roof.  Inland  says  it  can 
transform  a  semifin- 
ished coil  into  sheets 
with  nearly  perfect  flat- 
ness and  smoothness  in 
less  than  an  hour  vs. 
the  12  days  it  takes 
some  competitors. 

Since  the  plant  st.art- 
ed  up  a  year  ago, 
though,  I/N  Tek  has 
lagged  behind  schedule. 
First,  Inland  miscalcu- 
lated by  about  a  month 
the  time  necessary  to 
gear  up  the  plant's  com- 
puter system,  which 
controls  all  the  hard- 
ware  that  measures 


INLAND'S 
DOWNTURN 


A  MILLIONS  OF  DOLURS 
DATA:  COMPANY  KPOKIS,  PAINEWEBBER  GROUP 


steel  uniformity  and  quality.  i/N  Tek's 
computer  and  core  steel-finishing  equip 
ment  now  run  smoothly,  Darnall  insists 
But  the  plant  is  still  struggling  with  tht 
equipment  that  transports  and  wrap.-- 
finished  coils.  Partly  because  of  anemi( 
steel  demand,  I/X  Tek  has  been  runnin; 
at  only  50%  of  capacity — not  the  157' 
level  it  had  hoped  for  by  now.  Makin 
matters  worse,  the  quality  of  steel  pro 
duced  at  its  one  and  only  steel-making 
facility,  the  Indiana  Harbor  Works,  suf 
fered  when  Inland's  steel  casting,  oi 
forming,  equipment  was  knocked  out  h} 
a  fire  and  glitches  related  to  some  plan 
improvements.  As  a  result,  some  sm.allei 
customers  had  to  shut  dowil 
their  own  operations  wheij 
Inland's  steel  deliveries 
fell  behind.  "It  was  a  terr^ 
ible  problem,"  Darna 
admits. 

Unfortunately,  steelmak 
ing  isn't  the  only  thing  caus 
ing  consternation  at  Inland 
Beginning  in  1988,  the  com 
pany  launched  an  aggres 
sive  expansion  of  its  steelf 
service    business,  whic 
warehouses  and  distribute: 
wholesale  steel  products.  The  unit  ai 
counts  for  about  o07<  of  Inland's  tot 
revenues  and  is  supposed  to  offse 
downturns  in  the  company's  steelmakin 
arm.  It  hasn't.  The  division's  operatin 
profits  fell  a  scary  70%,  to  $18  millionp 
last  year.  To  get  things  back  on  trac 
throughout  the  service-center  business 
Inland  has  tossed  out  many  of  the  unit 
top  managers.  It  has  also  reorganize( 
the  business  into  four  regional  office 
and  moved  the  unit's  headquarters  ti 
Atlanta  from  Chicago. 
JANGLED  NERVES.  Luerssen,  63,  is  clear 
on  the  hot  seat.  But  the  guy  feelinj 
much  more  of  the  heat  is  Darnall.  He  i 
regarded  as  heir  apparent  to  Luerssei 
who  is  scheduled  to  retire  in  16  month.'-  - 
In  early  April,  Darnall,  53,  took  direc  h 
control  of  the  steel  operations,  after  rt  r« 
placing  Inland's  top  steel  executive — th 
third  to  depart  in  six  years. 

There  are  plenty  of  jangled  nerve 
among  Inland  investors,  too.  Its  shar 
price  has  dropped  36%  during  the  pas 
year,  to  about  20— far  below  the  10' 
drop  in  the  Standard  &  Poor's  ste( 
group  over  the  same  period.  Luersse 
also  announced  that  1991  capital  spenc 
ing  would  be  slashed  by  29%,  to  roughl 
$250  million. 

If  Inland  can  work  through  its  myria 
troubles,  it  may  finally  begin  to  shin 
after  the  economy — and  steel  orders- 
rebound.  But  for  the  near  future, 
seems  Inland's  outlook  is  decidedly  rur 
of-the-mill. 

By  Michael  Schroeder  in  Chicag 


114  BUSINESS  WEEK/MAY  20.  1991 


THE  CORPORA! 


OPEN  IN  CASE  YOU  WANT 

THE  KIND  OF  SERVICE  THAT  MAKES 
%    50%  OF  THE  FORTUNE  500  OUR  CUSTOMERS. 


the  Travelers,  service 
>  35,000  names, 
rhat's  the  number  of 
velers  employees  dedicated 
stomer  satisfaction. 
\nd  that's  the  real  Travelers 
ference. 

3ne  that  can  be  measured  in 
jrything  we  do  for  you. . . from  24-hour 
I-  free  hot-lines  to  an  investment  of  $200 
llion  dollars  —  last  year  alone  —  to  provide 
m  better  underwriti  ng  skills  and  manage - 
;nt  of  your  claims. 

[t's  a  difference  you  will  experience  through 
letwork  of  local  offices  and  a  team  of  experts 
dgned  to  your  account  —  people  whose 
imate  knowledge  of  your  business  enables 
[uicker,  smarter  response, 
[t's  a  difference  backed  by  $55  billion  in 
;ets  and  a  127  year  tradition  of  service. 
Service  The  Travelers  Way. 

s  Travelers  Companies,  Hartford,  Connecticut  06183 

Thelraveler^ 

ou're  better  off  under  the  Umbrella 
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THE  ENVIRONMENT! 


'ENVIRONMENTAL  RACISM': 
IT  COULD  BE  A  MESSY  FIGHT 


A  planned  incinerator  in  California  has  led  to  an  unusual  bias  suit 


0  wonder  the  folks  at  Chemical 
Waste  Management  Inc.  were 
[lumped  up  after  winning  ap- 
proval in  January  to  build  California's 
first  commercial  toxic-waste  incinerator. 
Since  1987,  they  had  been  haggling  with 
state  and  county  officials  to  get  permis- 
sion to  burn  hazardous  waste  at  their 
Kettleman  Hills  dump  site  in  the  rural 
San  Joaquin  Valley. 

But  weeks  after  winning  the  nod,  the 
nation's  largest  hazardous-waste  compa- 
ny, the  state,  and  the  county  were 
slapped  with  a  novel  suit  alleging  they 
had  discriminated  by  placing  the  inciner- 
ator near  mostly  Hispanic  Kettleman 
City.  Filed  by  People  for  Clean  Air  & 
Water,  the  suit  claims  the 
Oak  Brook  (111.)  company's 
decision  was  part  of  a  na- 
tional pattern  of  siting  haz- 
ardous-waste facilities  near 
minority  areas. 
PROFIT  PtUNGE.  Lawsuits 
are  routine  in  the  $10  billion 
hazardous-waste  business. 
But  this  one  is  unusually 
worrisome.  The  suit  marks 
one  of  the  first  uses  of  the 
civil  rights  laws  to  fight  a 
waste  facility.  If  successful. 


it  would  give  activists  another  weapon 
to  attack  "Lulus" — locally  unpopular 
land  uses.  "We  are  taking  this  lawsuit 
very  seriously,"  says  Chem  Waste  Se- 
nior Counsel  Philip  L.  Comella. 

Chem  Waste  hardly  needs  more  woes. 
On  Apr.  16,  it  reported  a  3l'7(  plunge  in 
first-quarter  earnings,  to  $24  million. 
Last  year,  it  agreed  to  pay  the  Environ- 
mental Protection  Agency  a  record  civil 
penalty — $3.75  million — for  polluting  at 
its  Chicago  South  Side  facility.  And  the 
EP.\  just  disclosed  its  intent  to  fine  Chem 
Waste  $7.1  million  for  improprieties  at 
its  landfill  in  Model  City,  N.  Y. 

At  a  minimum,  the  Kettleman  suit 
could  delay  construction  of  the  facility. 


DID  CHEM  WASTE  DISCRIMINATE? 


r   

Sites 

Demograpbits 

BcKkground 

CHICAGO'S 

72%  blatk. 

Acquired  existing  toxic-waste  M 

y    SOUTH  SIDE 

11%  Hispanic 

incinerator  on  this  site  in  1984  j 

SAUGET, 

73%  block 

Acquired  indnerator  on  this  site  1 

ILL 

ml  983,  built  3  more  ' 

PORT  ARTHUR, 

40%  block. 

Bought  londfiH  in  1978,  built 

i'  TEX. 

6%  Hispanic 

incinerator  in  1990  J 

KETTIEMAN  CITY,       95%  Hispanic 
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9S%  Hispanic        Proposed  odtfiog  incinerator 
to  landfill  purchased  in  1979 

OAU:  COUR  RUNGS.  CHEMICAL  WASTE  MANAGEMEHI 


Kay  Hahn,  a  Chicago  Corp.  analyst,  esti 
mates  that  the  incinerator  would  bun 
100,000  tons  of  toxic  waste  annually  anc 
add  $25  million  to  Chem  Waste's  $1. 
billion  in  yearly  revenues.  She  says  th 
incinerator  is  key  to  the  company's  long 
term  strategy  because  federal  rules  las 
year  began  barring  untreated  land  dis 
posal  of  hazardous  wastes.  Now,  it  mus 
ship  its  untreated  waste  in  California  t( 
another  state  to  be  processed. 

While  the  Kettleman  suit  tests  th' 
theory  of  "environmental  racism,"  th' 
issue  isn't  just  local.  The  EPA  is  studyinj 
whether  minorities  bear  the  brunt  of  th' 
nation's  toxic  pollution.  And  studies  b; 
the  General  Accounting  Office,  the  Unil 
ed  Church  of  Christ,  and  others  sho\ 
that  waste  sites  are  mostly  in  black  o 
Hispanic  communities. 

Sometimes  poor  areas  welcome  th' 
sites — they  bring  jobs  and  more  taxes 
But  mostly,  "it's  a  pattern  of  picking  th 
path  of  least  resistance,"  argues  Rober 
D.  Bullard,  a  University  of  California  a 
Riverside  professor.  "Minority  commun 
ties  are  the  least  likely  to  fight." 

Chem  Waste  doesn't  dispute  that  i 
incinerator  sites  are  in  largely  minoriti 
areas  (table).  But  it  says  it  didn't  engag 
in  discriminatory  siting,  because  th] 
sites  had  incinerators  or  landfills  when 
bought  them. 

PROTRACTED  BATTLE.  Chances  are  Che 
Waste  will  defeat  the  civil  rights  claim: 
In  the  only  prior  case  alleging  civj 
rights  violations  over  a  dump  siting,  t 
plaintiffs  failed  in  1979  to  prove  the  co 
pany  intentionally  discriminated.  B 
even  if  the  industry  avoids  such  award; 
it  can  expect  more  battles.  "We're  jm 
not  ready  to  accept  them  at  their  wor 
that  these  incinerators  are  a  safe  metl 
od  of  disposal,"  says  plaintiff  Joe  May; 

In  one  sense,  the  Kettleman  suit  i 
just  a  variation  of  the  "not  in  my  bad 
yard"  syndrome.  The  poor  and  mino; 
ities,  like  everyone  else,  don't  want  t 
live  next  to  toxic  dumps.  And  that's 
key  reason  few  incinerators  have  bee 
built  lately — despite  federal  laws  desi^ 
nating  incineration  as  the  preferred  d 
struction  method  for  most  toxic  wast^ 
Building  the  sites  near  n- 
body's    backyard  wou 
seem  to  be  the  optimal  sol 
tion.  But  even  that's 
guarantee:  A  few  yea 
ago,  Chem  Waste  aba 
doned  plans  to  burn  tox 
waste  at  sea  because  of  e 
vironmentalists'  protests, 
more  practical  fix?  Set  n 
tional  policies  for  decidin| 
where  to  put  the  Lulus. 

By  Julia  Flynn  Siler 
Chicago 
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Morris  Smith  does  tilings  his  way  at  Fidelity  Magellan — but  he  gets  the  same  old  stellar  results 


ace 


To  contrast  Morris 
Smith  with  famed 
investment  guru 
Peter  Lynch,  whom  he 
succeeded  as  manager 
of  Fidelity  Magellan, 
the  nation's  largest  mu- 
tual fund,  the  best  place 
to  start  is  at  the  office. 
Lynch's  quarters  were 
a  monument  to  chaos, 
with  stacks  of  annual 
reports  and  analysts' 
treatises  partially  block- 
ing the  windows.  Smith 
neatly  files  them  away 
in  cabinets.  Gone  are 
the  yellow  legal  pads, 
with  notes  on  hundreds 
of  companies,  that  used 
to  cover  Lynch's  desk. 
Except  for  the  half-eat- 
en remnants  of  a  bran 
muffin,  Smith's  desk  is 
pretty  much  empty. 

And  the  changes  go 
well  beyond  housekeep- 
ing. Nearly  a  year  after 
taking     over  from 
Lynch,  Smith  has  stamped  his  mold  on 
Magellan's  $15.4  billion  portfolio.  Smith 
has  trimmed  and  reshaped  Magellan  in  a 
distinctly  un-Lynchlike  way,  paring  the 
roster  of  stocks  and  trading  them  more 
frequently.  And  although  he  puts  in 
slavish  80-hour  workweeks — one  of  the 
reasons  Lynch  retired  at  46 — Smith  is 
his  own  man.  "It  took  a  month  or  two 
to  get  out  from  under  Peter's  aura," 
says  the  33-year-old  Brooklyn  native. 
BEATING  THE  MARKET.  But  even  as  he 
has  reshaped  the  fund,  Smith  has  reas- 
sured the  fund's  1  million-odd  share- 
holders by  upholding  Lynch's  record  of 
superior  performance  (table).  From 
June  1,  1990,  to  May  1,  1991,  Smith 
produced  the  second-highest  total  re- 
turn of  the  nation's  10  largest  equity 
growth  funds,  according  to  Morning- 
star  Inc.  (Investment  Co.  of  America 
came  in  first.)  Magellan  rose  l.o7<', 
beating  the  average  growth  fund  by 
1.2  percentage  points  and  outpacing 


ENERGY  STOCKS  ASIDE,  SMITH  HAS  OUTPERFORMED  THE  MARKET 


the  Standard  &  Poor's  500-stock  index 
except  in  the  third  quarter  of  1990,  when 
Magellan  was  hit  in  the  wartime  sell-off. 
The  fund  was  a  particular  standout  in 
the  first  quarter  of  1991,  when  it  rose  a 
breathtaking  20% — beating  the  market 
by  nearly  six  percentage  points  and  leav- 
ing most  of  its  competitors  in  the  dust. 


"Sounds  Peter-like  i 
me,"  says  John  R 
kenthaler,  an  analyst  ^el 
Morningstar. 
SUMMER.  Actually,  tHiwil 
Lynch  mold  was  broke 
for  good  last  AuguslsB, 
In  that  month,  moi 
than  half  of  the  1,3( 
stocks  in  Lynch's  por  it 
folio  were  sold  and  r  » 
placed  with  about  2f 
of  Smith's  top  pick 
Most  of  the  oustelotf 
stocks   were   membei  c 
of  Lynch's  "farm  team  m 
of  small  but  promisin  i 
stocks.  Smith  is  replai 
ing  them  with  his  ow 
choices.  But  Smith  en 
phasizes  that  there  hg 
been  no  dramatic  depa 
ture  from  Lynch's  bas 
investment  principle 
"It's  not  like  I  was  tallllfi 
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MAGELLAN  AFTER  LYNCH: 
THE  TALE  OF  THE  TAPE 


TOTAL  RETURN* 


MAGEIUN 


S&P  500 


1990 

HQ 

6.6% 


1991 

IIIQ         IVQ  10 

-16.5%  9.5%  20.2% 


5.9     -13.7     8.9  14.6 


GROWTH  ,  r 

FUND  AVERAGE  ° 


-15.9     7.6  17.4 


'Price  appreclolion  plus  dividends  and  (opilol-gains  dislributions 
DATA:  MORNINGSTAR  INC. 
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mg   over  an  mjure 
product,"  he  says. 

Magellan  is  still 
aggressive  growth  fun 
that  stays  fully  invested  in  stocks,  eve 
in  down  markets — -it  now  has  about  2' 
cash.  Smith's  investment  style  is  simila 
to  Lynch's,  too.  Both  like  to  examin  Wl 
companies  first-hand  and  favor  "goo 
stories" — stocks  that  make  intuitive  an 
financial  sense.  As  in  the  Lynch  er: 
Smith  is  aided  in  his  stock-picking  b 
two  assistants — managers  of  Fidelity 
health  care  and  biotechnology  funds- 
as  well  as  a  continuous  flow  of  idea 
from   Fidelity's  70  other  stock-fun 
managers. 

Magellan  now  is  more  heavily  cor 
centrated  in  high-technology  stock; 
which  Lynch  tended  to  avoid.  Smit" 
has  also  increased  Magellan's  holding 
in  health  care  stocks.  He  took  a  bi; 
stake  in  energy  stocks,  but  it  did  no 
pay  off.  "That  was  my  worst  mistak 
last  year,"  he  says.  Smith  kept  most  o|;i 
the  fund's  20  largest  holdings  unde 
Lynch  but  has  boosted  Magellan 
stake  in  them  so  they  now  make  uj 
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f  the  fund's  assets  instead  of  20'/ 
Lynch. 

th  has  also  increased  trading  activ- 
a  group  of  100  or  so  smaller 
3,  including  many  technology 
.  he  invested  in  while  running  the 
;y  OTC  fund  before  taking  over  Ma- 
.  Magellan's  turnover  rate — the 
it  of  stock  trading  for  the  fund — is 
ilmost  twice  what  it  was  under 
1.  Smith's  favorite  health  care 
is  Pfizer  Inc.,  whose  line  of  upcom- 
ugs  appeals  to  him.  In  technology, 
3  pick  is  IBM  despite  its  disappoint- 
rst-quarter  earnings.  He  slightly 
3d  Magellan's  holdings  in  technol- 
;ocks  after  IBM's  bombshell,  but  he 
as  some  favorites  in  that  sector: 
[icrosystems,  Apple  Computer,  and 
all  solid  companies  with  good  earn- 
)otential. 

E  MAE  AND  GE.  His  largest  holding 
e  Federal  National  Mortgage 
—Fannie  Mae — which  is  shunned 
me  money  managers  because  of 
•oubles  in  the  real  estate  market, 
ccording  to  Smith,  it  would  take  a 
er  in  residential  real  estate  to  hurt 
e  Mae,  and  the  company  has  done 
id  job  of  hedging  interest  rates, 
ler  Smith  favorite  is  General  Elec- 
0.  Many  are  down  on  the  stock — 
ely,  in  Smith's  view — out  of  a  be- 
hat  it's  dangerously  exposed  to 
commercial  real 
estate  and  other 
potential  problem 
industries.  But 
Smith  observes 
that  most  of  GE's 
businesses  are 
growing  faster 
than  the  gross  na- 
tional product. 

Smith's  overall 
outlook  on  the 
market  is  upbeat. 
He  believes  that 
investors  will 
soon  start  focus- 
ing on  1992  earn- 
ings instead  of 
subpar  1991  earn- 
ings. That's  good 
for  stocks,  he 
says,  because  the 
Federal  Reserve 
ng  everything  it  can  to  try  to  stim- 
the  economy  before  the  next  elec- 
And  that  means  the  chances  for  an 
mic  recovery  are  now  much  higher, 
f  a  longer  time  period,  I  get  more 
aore  optimistic,"  says  Smith.  Inves- 
likewise,  will  probably  get  more 
h  on  Smith  as  time  goes  on.  If  his 
gement  of  Magellan  stays  on  track, 
,er  after  quarter,  they  may  even 
t  about  the  man  with  the  messy 

By  Geoffrey  Smith  in  Boston 
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KRAVIS:  DID  HIS  FIRM'S  LOW  BUYBACK  OFFERS  CHEAT  INVESTORS  OUT  OF  MILLIONS? 


KKR,  ON  A  WINNING  STREAK 
GETS  BOPPED  BY  A  BOOK 


It's  accused  of  gouging  its  investors,  primai"ily  state  pension  funds 


The  day  of  the  multibillion-dollar  le- 
veraged buyout  seems  past,  but 
the  firm  of  Kohlberg  Kravis  Rob- 
erts &  Co.  is  on  a  roll.  The  $450  million 
initial  public  offering  of  its  Duracell  In- 
ternational unit  was  a  hit  with  investors. 
KKR's  publishing  venture  just  acquired  a 
$600  million  basketful  of  magazines. 
And  perhaps  most  important,  KKR,  along 
with  Fleet/Norstar  Financial  Group  Inc., 
is  taking  over  the  government-seized 
Bank  of  New  England.  The  firm  could 
become  a  major  player  in  the  reshaping 
of  the  troubled  banking  industry. 

Yet  now,  a  forthcoming  book,  The 
Money  Machine:  How  KKR  Manufac- 
tured Power  &  Profits,  alleges  that  one 
of  the  most  successful  firms  in  financial 
history  accumulated  its  vast  wealth,  in 
part,  by  gouging  investors,  juggling  the 
books,  and  rewarding  its  friends  with 
financial  favor.  Criticism  of  KKR  in  in- 
vestment circles  and  in  the  press  is  not 
new.  But  this  book,  written  by  Sarah 
Bartlett,  a  reporter  for  The  New  York 
Times  and  a  former  BUSINESS  WEEK  edi- 
tor, goes  far  beyond  past  critiques  and 
presents  a  distinctly  unflattering  view  of 
a  firm  more  than  willing  to  cut  corners 
in  pursuit  of  gain. 

While  Bartlett's  probe  finds  plenty  of 
smoke,  it  uncovers  no  smoking  guns. 


Any  violations  of  the  law,  she  concedes, 
"would  be  difficult  to  prove  in  court." 
As  Bartlett  describes  them,  most  of  the 
ways  in  which  KKR  drums  up  business 
are,  in  fact,  similar  to  the  practices  of 
other  investment  firms.  KKR  officials 
wine  and  dine  clients  and  prospective  cli- 
ents. They  make  friends  in  high  places 
with  political  contributions.  They  keep 
investment  bankers  eager  to  please  by 
spreading  KKR  business  around  the 
Street.  Moreover,  she  says,  partner  Hen- 
ry R.  Kravis  charms  the  press  master- 
fully— and  the  press,  she  adds,  generally 
returns  the  compliments. 
ACRIMONY.  Yet  some  of  kkr's  alleged 
tactics  go  beyond  what  most  people  on 
Wall  Street  would  consider  proper.  The 
book  is  sure  to  generate  concern  among 
KKK's  primary  investors — state  pension 
plans  for  public  employees — whom  it 
claims  KKR  cheated  out  of  millions. 

kkr's  allies  are  sure  to  point  out  that 
Bartlett's  chief  sources  are  far  from  dis- 
interested. Many  of  the  book's  most  in- 
cendiary charges  are  based  on  inter- 
views with  Jerome  Kohlberg  Jr.,  the 
firm's  founder  who  left  Kravis  and 
George  R.  Roberts  in  1987  in  an  acrimo- 
nious dispute  over  the  firm's  direction. 
In  1989,  Kohlberg  filed  a  lawsuit  against 
his  former  partners  that  was  eventually 
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settled  out  of  court.  Kohlberg  declined 
comment  on  the  book  except  to  say 
through  a  spokesperson  that  the  work 
provided  a  fair  and  accurate  description 
of  what  he  told  Bartlett. 

Another  source  was  Hedi  Kravis,  Hen- 
ry's ex-wife  and  the  mother  of  his  three 
teenage  children.  She  declined  comment 
except  to  confirm  she  spoke  for  the  rec- 
ord with  Bartlett.  Both  she  and  Kohl- 
berg, the  author  argues,  have  credibility 
because  both  had  more  to  lose  than  to 
gain  from  speaking  their  minds. 

KKR  originally  planned  a  rebuttal  to 
the  book.  But  a  KKR  spokesman  now 
says:  "We've  read  the  book,  and  it 
doesn't  merit  a  response."  The  Money 
Machine,  which  will  soon  be  in  book- 
stores, was  excerpted  in  The  New  York 
Times  Magazine  on  May  5. 
LOWBALL  OFFERS.  Bartlett's  most  dam- 
aging charges  relate  to  how  KKR  treated 
its  investors,  most  of  which  are  state 
pension  funds.  While  KKR  has  made  mil- 
lions for  its  clients,  Bartlett  argues  that 
it  could  have  made  a  whole  lot  more — at 
least  $750  million,  she  estimates — had 
the  firm  dealt  with  them  fairly.  KKR,  she 
says,  took  advantage  of  its  investors 
when  it  recapitalized  companies  that  it 
controlled  and  repurchased  shares  from 
the  investors. 

In  June,  1988,  for  instance,  KKR  recap- 
italized Marley  Co.  and  offered  to  buy 
back  investors'  shares  for  $8  apiece — 
shares  that  cost  $4.13  in  1981.  That  was 
not  one  of  KKR's  better  deals.  But,  says 
Bartlett,  in  the  two  years  following  the 
buyback.  Marley's  earnings  were  26'/{ 
and  W7<  higher  than  the  projections  KKR 
had  given  the  pension  funds  when  it 
made  them  the  offer.  Kohlberg  told 
Bartlett  that  his  ex-partners  could  have 
paid  shareholders  at  least  257'  more. 

In  the  case  of  the  PacTrust  buyback 
in  1988,  she  reports,  KKR  gave  its  pen- 
sion-fund investors  no  choice:  They  had 
to  tender  their  shares,  at  a  price  set  by 
KKR,  which,  along  with  PacTrust  man- 
agement, wanted  to  own  all  the  equity. 
That's  a  conflict  of  interest,  she  argues, 
and  a  breach  of  the  firm's  fiduciary  duty 
to  investors.  KKR  privately  estimated  at 
the  time  that  its  $2  million  stake  would 
be  -worth  $36  million  within  five  years. 

Bartlett  also  alleges  that  KKR  reward- 
ed one  key  official  of  a  state  pension 
fund  for  investing  in  the  firm's  deals. 
She  describes  KKR's  arrangement  with 
Roger  Meier,  former  chairman  of  the 
Oregon  Investment  Council,  who  was, 
she  says,  provided  a  sweetJieart  invest- 
ment in  U.  S.  Natural  Resources  Inc.  af- 
ter he  had  stepped  down  from  the  coun- 
cil. Meier,  who  served  on  the  council 
from  1970  to  1986,  was  KKR's  biggest 
booster,  responsible  for  investing  more 
than  $300  million  of  the  state  employees' 


pension  money  in  LBO  deals.  Oregon  was 
also  the  first  state'  pension  fund  to  in- 
vest in  KKR-sponsored  funds,  and  its  suc- 
cess— and  Meier's  endorsement — proved 
critical  in  enlisting  other  public  pension 
funds,  the  source  of  most  of  KKR's  pow- 
er. Meier  denied  that  he  acquired  his 
investment  at  "an  advantaged  price." 

These  allegations  could  hamper  the 
buyout  firm's  current  campaign  to  raise 
$2  billion  for  a  new  buyout  pool.  Al- 


EX-PARTNER  KOHLBERG  WAS  A  KEY  SOURCE 


ready,  KKR  has  met  resistance  from 
once-eager  pension  investors,  mainly  be- 
cause of  its  high  fees  (BW — Apr.  15). 

State  pension  officials  were  only  some 
of  the  people  whom  KKR  cultivated  to 
build  its  power  base.  It  also  cut  lawyers 
in  on  some  deals.  One  was  Richard  I. 
Beattie,  now  senior  partner  at  the  Wall 
Street  law  firm  of  Simpson  Thacher  & 
Bartlett  and  one  of  KKR's  lawyers.  The 
author  asserts  he  acted  unethically  by 
investing  in  KKR  companies  while  acting 
as  counsel  on  the  deals,  apparently  with- 
out always  informing  his  law  partners. 
Bartlett  says  Beattie  presented  himself 
as  a  conciliator  in  several  matters  while 
really  representing  only  Kravis'  inter- 


Author  Bartlett  alleges  that 
one  key  official  of  a  state 
pension  fund  got  a  sweetheart 
deal  for  investing  with  KKR 


ests.  Beattie's  spokesman,  who  also  rej 
resents  KKR,  gave  the  same  commen 
"The  book  doesn't  merit  a  response." 

And  KKR  cultivated  the  press.  Bartlei 
criticizes  Wall  Street  Journal  reporte 
George  Anders  for  covering  KKR  at  th 
same  time  he  has  been  writing  a  boo 
about  the  firm  with  KKR's  cooperatior  - 
(Bartlett  says  she  did  not  cover  kk 
while  working  on  her  book.)  She  implied 
that  influenced  Anders'  stories.  She  saj 
Anders  depicted  the  1990  refinan 
ing  of  KKR's  $32  billion  LBO  of  R-J 
Nabisco  Inc.  as  a  "great  succes  ito 
story."  But,  she  adds,  that  ignore  i/ 
the  view  of  some  investment  ban!  ra 
ers  who  saw  it  as  a  humiliatin 
rescue  operation.  Favorable  cove  sii 
age  in  the  Journal,  notes  Bartlet 
is  crucial  to  how  deals  are  seen  o  m 
the  Street.  Paul  E.  Steiger,  depul  k 
managing  editor  at  the  Journal 
replies  that  "We  were  aware  ( te 
George's  work  every  step  of  tl  )r[ 
way  and  saw  no  conflict.  The  co  im 
erage  was  fair,  well-sourced,  ar  su 
broke  news."  « 
'SATISFIED.'  Will  KKR  be  hurt  \i 
Bartlett's  book?  Many  pension  i:  ole 
vestors,  long  aware  of  criticisnrlru 
of  KKR,  seem  likely  to  stand  1:  \\% 
the  buyout  firm.  Dan  Grimm,  tl  (fc 
treasurer  of  Washington   Stat  i 
who  has  read  the  Times  excerpt  ( jlm 
the  book,   said  the  Washingtc  m 
State  Investment  Board  recent  Ga 
reviewed  its  dealings  with  KK  |io< 
with  an  outside  consultant  befo:  5 
voting  to  invest  $350  million  « 
KKR's  new  fund.  Says  Grimrei 
"We've  been  satisfied  with  the  se  Im 
vice  and  the  results."  Over  the  year  fs 
the  pension  system  has,  by  its  ow  |o 
count,  reaped  a  427'  annualized  return  |v 
Yet  there  have  also  been  negative  r  it 
percussions  from  Bartlett's  book.  It  h;  g 
caused  something  of  a  stir  in  Orego  xi, 
State  Senator  Grattan  Kerans,  chairmj  ^\ 
of  the  Senate  Labor  Committee,  h; 
asked  the  state  attorney  general  to  i 
vestigate  KKR's  relationship  with  the  0  Kj, 
egon  Investment  Council,  which  goveri 
Oregon's  $12.5  billion  public-pensic  Jf,, 
fund.  "True,  we  made  a  lot  of  mon( 
with  KKR,"  says  Kerans.  "But  we  cou 
have  made  a  whole  lot  more  if  ever 
body  involved  had  met  their  fiducia:  \^ 
responsibility." 

If  many  of  KKR's  investors  come 
the  same  conclusion,  that  could  slow  tl  ji 
company  down.  But  don't  bet  on  th 
quite  yet.  The  firm's  returns  have  p 
outdistanced  the  pension  funds'  other  i  ,[,( 
vestments  that,  unless  more  damnii  \^ 
charges  emerge,  most  investors  will  HI  j^j 
ly  keep  on  feeding  KKR's  munifice  j[j 
money  machine.  jj, 
By  Jeffrey  M.  Laderman  in  New  Yo  .;' 
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rVING  TO  AVOID  A  SEQUEL 
I  THE  EXECUTIVE  LIFE  STORY 


California  push  American  Express  into  rescuing  First  Capital? 


nasn't  been  easy.  John  Garamendi's 

'st  act  as  California's  insurance 

immissioner  on  Jan.  7  was  to  freeze 

and  property  insurance  rates.  Then, 

3r.  11,  he  seized  Executive  Life  In- 

ce  Co.,  the  junk-bond-laden  Los  An- 
company,  in  the  country's  largest 

mce  collapse.  Now,  the  former  col- 
wrestling  champion  is 
mano  a  mayio  with 

ican  Express  Co.  in  a 

jtakes  match  over  tlu' 

)f  First  Capital  Holdings 
The  Los  Angeles  com- 

owns  First  Capital  Life 

ance  Co.,  whose  $3.3  bil- 

ink-bond  portfolio  is  sec- 

inly  to  Executive  Life's. 

s  the  two  sides  come  to 

;  regulators  could  seize 
Capital,   creating  a 

mare  for  policyholders 
black  eye  for  Shearson 

an   Brothers   Inc.  and 

t  AmEx. 

'amendi  wants  AmEx, 
3  Shearson  unit  owns 
)f  First  Capital's  stock, 
ugh  up  capital  to  keep 
isurer  afloat.  The  cash 
held  by  policyholders  of  First  Capi- 
;wo  insurance  units  comes  to  $8.24 
I,  while  the  investments  are  worth 
57.48  billion.  The  shortfall  of  $760 
n  is  cushioned  by  only  $357  million 
ipital  and  reserves.  An  infusion 
1  reassure  customers,  who  have  be- 

0  cash  in  their  policies,  and  provide 
hion  against  further  junk  losses. 
TALK.  AmEx  has  other  ideas.  Al- 

bruised  by  some  bad  Shearson  in- 
lents,  it  proposed  guaranteeing  $2 

1  in  assets  that  back  its  own  cus- 
•s'  policies — or  buying  some  policies 
^ht.  These  plans  would  leave  some 
Capital  customers  out.  Garamendi 
5  that  AmEx  inject  funds  to  aid  all 
holders.  Three  weeks  of  talks  be- 
I  Garamendi  and  Howard  L.  Clark 
learson  Lehman  Brothers  Holdings 
executive,  have  floundered. 

First  Capital  is  seized,  Shearson 
,  have  to  mark  down  its  287^  stake, 

it  still  carries  on  its  books  at  $144 
n.  Shearson  may  also  be  pressured 
igation  from  policyholders  to  make 
y  losses  they  may  suffer,  a  further 

on  its  capital  base. 


Garamendi  is  on  the  hot  seat  as  well. 
First  Capital's  407'  investment  in  junk  is 
already  worrying  some  of  the  insurer's 
policyholders.  "Everyone  is  so  skittish 
now  with  the  publicity  about  Executive 
Life  that  it  can  create  a  run  at  First 
Capital,"  says  Frederick  S.  Townsend, 
president  of  Townsend  &  Schupp,  a 


INSURANCE  COMMISSIONER  GARAMENDI  AND  SHEARSON  CEO  CLARK 


Hartford  insurance  research  firm.  And 
Garamendi's  well-publicized  efforts  to 
shore  up  First  Capital  are  making  a  bad 
situation  worse,  his  critics  charge. 

The  46-year-old  former  rancher  is  con- 
sidered a  likely  future  Democratic  gu- 
bernatorial candidate.  By  moving  now, 
critics  say,  he  can  blame  the  lack  of 


WHY  FIRST  CAPITAL  NEEDS 
A  CAPITAL  INFUSION 


LIABILITIES  &  CAPITAL 


Millions  of  dollars 

CASH  VALUE  OF  POLICIES  $8,241 
CAPITAL  SURPLUS  AND  RESERVES  357 


NVESTMENTS 


MARKET  VALUE 

►  JUNK  BONDS  $2,435 

►  OTHER  SECURITIES  2,639 

S  O  O  Y     V  A  L  U  E 

►  SHORT-TERM  INVESTMENTS     $1  855 
AND  CASH  ' 

►  REAL  ESTATE  AND  POLICY  LOANS  552 
TOTAL  $7,481 
SHORTFALL  (Exdudhg  surplus)  760 

DATA;  FIRST  UPITAI  HOLDINGS  CORP,  BW 


oversight  of  First  Capital  on  his  Republi- 
can predecessor  and  take  credit  for  any. 
bailout.  That,  of  course,  hinges  on 
whether  AmEx  caves  in  to  his  argument 
that  First  Capital  is  Shearson's  responsi- 
bility. After  all,  Shearson  brokers  have 
accounted  for  more  than  757'  of  the  poli- 
cies sold  through  First  Capital's  Califor- 
nia division.  And  four  of  the  six  seats  on 
the  insurer's  board  are  held  by  directors 
with  ties  to  Shearson,  including  ex- 
Shearson  boss  Peter  A.  Cohen.  "They 
really  control  the  board,"  says  Gerry  R. 
Ginsberg,  First  Capital's  president. 

Shearson  denies  that  it  controls  First 
Capital.  But  it  surely  had  a  hand  in  four 
stunning  moves  by  First  Capital  on  Mar. 
15:  To  reflect  a  wave  of  junk-bond  de- 
faults, the  company  restated  earnings 
for  the  fourth  quarter  from  a  profit  of 
$10.2  million  to  a  loss  of  $24.7 
million;  it  hired  Salomon 
Brothers  Inc.  to  explore  the 
sale  of  its  junk  portfolio;  it 
announced  plans  to  sell  its 
universal-life  business  for 
$150  million  to  repay  debt  and 
bolster  capital.  The  most  dra- 
matic move  of  the  day: 
Founder  Robert  L  Weingar- 
ten  resigned. 

BUILT  ON  JUNK.  Weingarten,  a 
former  publishing  executive, 
started  the  company  in  1983. 
In  1985,  he  bought  Fidelity 
Bankers  Life  Insurance  Co.  in 
Richmond,  Va.,  and  in  1987  a 
small  insurer  from  E.  F.  Hut- 
ton  Group.  He  built  an  insur- 
er with  assets  of  $9.7  billion 
by  investing  premium  income 
in  junk  bonds  and  offering 
high  rates.  After  Shearson  acquired 
Hutton  in  1988,  it  bought  into  First  Capi- 
tal since  Hutton  brokers  had  been  sell- 
ing First  Capital  policies. 

The  real  problem  at  First  Capital  is  its 
junk  portfolio.  By  Dec.  31,  the  junk 
bonds,  which  are  carried  on  First  Capi- 
tal's books  at  $3.3  billion,  fell  2b%,  to 
$2.4  billion  in  market  value.  So  far.  First 
Capital  hasn't  recognized  those  losses. 
But  others  have.  Tennessee,  for  one,  no 
longer  permits  First  Capital  to  write  pol- 
icies because  of  its  unrealized  junk 
losses.  Ginsberg,  the  insurer's  jjresident, 
says  recent  junk  defaults  and  policy  sur- 
renders are  "nothing  terribly  unmanage- 
able. We  have  plenty  of  liquidity." 

Garamendi  is  also  seeking  money 
from  Citicorp,  the  lead  bank  on  a  $275 
million  loan  to  First  Capital  last  year. 
But  his  real  target  is  AmEx.  If  it  doesn't 
budge,  he  threatens  to  "take  any  action 
necessary  to  protect  the  interests  of  poli- 
cyholders." Those  words  precisely  echo 
the  ones  he  used  just  two  days  before  he 
took  over  Executive  Life. 

By  Kathleen  Kerwin  in  Los  Augele.% 
/rith  Leah  Nathans  Spiro  in  New  Yotk 
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ZURICH'S  BANKING  DISTRICT:  30,000  ACCOUNT  HOLDERS  MUST  REVEAL  THEIR  NAMES 


THE  DAYS  ARE  NUMBERED 
FOR  SECRET  ACCOUNTS 


Switzerland  succumbs  to  global  pressure  to  drive  out  dirty  money 


What's  a  money  launderer  to 
do?  If  you've  got  millions  in 
ill-gotten  gains  to  stash,  you'll 
probably  want  to  steer  clear  of  Swiss 
banks  from  now  on. 

In  the  latest  step  in  a  long  campaign 
to  drive  out  dirty  money,  Switzerland  on 
May  3  abolished  its  most  secret  of  ac- 
counts— the  ones  that  permit  depositors 
to  hide  their  names  even  from  their  most 
trusted  bankers  by  using  lawyers  or  oth- 
er agents  as  fronts. 

After  June  30,  the  Swiss  Federal 
Banking  Commission  ruled,  Swiss  banks 
will  accept,  with  only  a  few  exceptions, 
no  more  "Form  B"  accounts.  The  30,000 
account  holders  will  have  until  Sept.  30, 
1992,  to  reveal  their  identities  or  close 
their  accounts.  Numbered  accounts  will 
still  be  allowed  as  long  as  at  least  two 
bank  officers  know  the  de- 
positor's name.  Says  one 
senior  Swiss  banker: 
"These  guys  from  Colom- 
bia who  say  they're  in  the 
coffee  business  and  have 
$10  million  in  cash  coming 
in  every  week — we  don't 
want  them." 

SCANDALS.  The  Swiss  have 
been  acting  less  for  domes- 
tic reasons  than  for  inter- 
national ones.  With  their 
domestic  market  cooling, 
the  Swiss  have  invested 
billions  of  dollars  in  expan- 
sion abroad.  The  country's 


three  big  banks — Union  Bank  of  Swit- 
zerland, Credit  Suisse,  and  Swiss 
Bank — now  own  large  brokerage  houses 
in  London  and  New  York.  They  also 
manage  hundreds  of  billions  of  dollars  in 
corporate  pension  funds  worldwide. 
Thus,  the  Swiss  have  concluded,  they 
can  no  longer  afford  to  risk  retaliation 
by  governments  angered  at  the  prospect 
of  Swiss  banks  hiding  dirty  cash. 

The  Swiss  move  also  stems  from  sev- 
eral hot-money  affairs  that  have  tar- 
nished the  country's  image  in  recent 
years.  In  1986,  Zurich's  Bank  Leu  found 
itself  entangled  in  the  Securities  &  Ex- 
change Commission's  insider-trading  in- 
vestigation of  Wall  Street  investment 
banker  Dennis  B.  Levine.  In  1989,  Jus- 
tice Minister  Elisabeth  Kopp  was  forced 
to  resign  after  allegedly  tipping  her  hus- 


THE  SWISS  CRACKDOWN  ON  HOT  MONEY 


1986 
1988 


1991 


Government  freezes  assets  of  Philippines  dictator  Ferdinand 
Marcos  and  Haiti's  Jean-Claude  Duvalier.  Bank  Leu  gives 
U.S.  files  in  Dennis  Levine  insider-trading  case 

Insider  trading  made  a  crime 

Government  freezes  Iraqi  assets.  Money  laundering  made  a 
*  ^  '  V/  crime.  Banks  told  to  make  customers  certify  that  their  depos- 
its aren't  from  proceeds  of  criminal  activities 

Government  abolishes  secret  bank  accounts.  Depositors  with 
numbered  accounts  now  must  disclose  their  names  to  banks 

DATA:  SWISS  BANKERS  ASSN  ,  BW 


band  off  that  the  company  he  worke( 
for  was  under  investigation  in  a  $1  bi 
lion  Lebanese  money-laundering  scandal 
She  was  later  cleared  of  wrongdoing. 

Since  the  Kopp  affair,  Switzerland  ha 
made  insider  trading  and  money  laur 
dering  illegal.  It  voluntarily  froze  Irac 
assets  and  blocked  the  secret  account 
of  former  Philippines  dictator  Ferdinan 
Marcos  and  deposed  Haitian  ruler  Jear 
Claude  Duvalier.  Central  bank  Presiden 
Markus  Lusser  argues  that  refusing  t 
adopt  the  same  tough  banking  standard 
other  countries  use  would  be  "extreme! 
detrimental  to  Switzerland's  internatior 
al  credibility." 
FEWER  HIDEAWAYS.  Although  Switzei 
land  is  no  longer  welcoming  hot  mone^ 
it's  not  clear  the  country  will  lose  ver; 
much  of  its  $120  billion  in  foreign  depos 
its.  That's  because  it's  getting  harde 
and  harder  to  hide  cash  as  bank  reguli; 
tors  worldwide  strive  to  harmonize  ac 
counting,  capital,  and  disclosure  rules 

Panama's  banks,  once  a  favored  alter 
native  to  the  Swiss  for  Latin  Americai 
drug  barons,  faded  out  during  the  ovei 
throw  of  General  Manuel  Noriega.  A» 
Austria  and  Hungary,  which  still  offe 
secret  accounts,  are  tightening  thei 
rules  to  bring  them  in  line  with  Europt 
an  Community  standards.  "There's  n 
way  for  a  foreigner  to  have  an  accoun 
unless  we  know  who  he  is,"  says  Klau 
Peschek,  senior  international  officer  fo 
Vienna's  Creditanstalt-Bankverein. 

Regulators  concede  that  there  will  sti' 
be  havens  for  the  most  determinei 
crooks  to  park  their  hot  cash.  But  the; 
are  much  less  attractive  than  Switzei 
land  once  was.  The  tiny  Pacific  state  o 
Vanuatu,  for  instance,  has  promoted 
self  as  an  island  of  banking  secrecj 
Few  flight-money  folks,  though,  hav 
been  willing  to  entrust  their  money  to  it 
obscure  banks,  which  have  been  able  t 
attract  little  more  than  $600  million  i: 
foreign  cash. 

Despite  the  Swiss  moves,  pressure  o: 
Switzerland  and  other  flight-capital  h? 
vens  to  follow  the  straight  and  narrow  i 

  hardly  over.  U.  S.  author 

ties  are  now  trying  to  pei 
suade  Switzerland  an 
Austria  to  hand  over  infoi 
mation  on  the  accounts  o 
suspected  tax  cheats.  Bot 
countries  say  they  won'1 
unless  prosecutors  ca 
prove  massive  organize 
fraud.  Even  in  these  ne\l? 
days  of  squeaky-clea 
bank  morality,  old  habit] 
die  hard. 

By  John  Templeman  i 
Bonn,  with  William  Glasga. 
in  New  York  and  bureaU 
reports 
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lOME-RUN 
FTER'S  PICKS  FOR 
E  HEW  SEASON 


Iven  with  the  Dow  teetering  un- 
easily at  2930,  the  word  from  top- 
I  ranked  market  guru  Elaine  Gar- 
li  remains  upbeat.  "Stay  fully 
3ted  in  equities,"  advises  the 
rson  Lehman  Brothers  honcho. 
,ch  week,  Garzarelli  issues  a  mar- 
irognosis  based  on  13  major  indica- 
that  track  the  economy.  Fed  poli- 
market  valuation,  and  investor 
ment.  Although  her  market  indica- 
bullish  reading  has  fallen  to  66% 
an  unprecedented  997'  in  Janu- 
that's  partly  the  result  of  the  mar- 
sharp  rise  since  then.  For  her 
ators  to  sound  a  sell  alarm  (a  30% 
ing),  a  severe  credit  tightening  by 
federal  Reserve  would  have  to  be 
e  works.  And  just  the  opposite  is 
;ase:  The  Fed  is  loosening  credit 
cutting  interest  rates.  To  Garzar- 
that  means  stocks  have  a  lot  fur- 
to  go.  Her  indicators  suggest  that 
standard  &  Poor's  500-stock  index 
1  hit  454  (it's  now  at  377)  and  the 
could  reach  3500  before  a  sell  sig- 
jurfaces. 

irzarelli's  current  favorites?  Gen- 
y,  she  avoids  popular  stocks  or  is- 
that  have  already  chalked  up  gi- 
gains,  betting  instead  on  beaten- 
1  shares  she  believes  are  poised 
I  turnaround.  In  late  April,  for  in- 
:e,  she  pushed  clients  to  buy 
es  of  the  nation's  major  money- 
sr  banks. 

JY  TO  ROLL.  Garzarelli  will  soon 
id  the  table  for  the  badly  battered 
stocks — Ford,  General  Motors, 
Chrysler — which  are  on  the  sell 
of  most  auto  analysts.  The  car- 
truck  group  has  outperformed  the 
<et  by  a  wide  margin  in  past  eco- 
ic  recoveries.  So  even  though  auto 
ers  seem  in  a  rut,  she  believes  they 
Dound  to  take  off  swiftly  when  the 
omy  starts  to  accelerate, 
irzarelli  notes  that  Ford,  now  at 
3  down  40%  from  its  1987  high,  and 
expects  it  to  rebound  to  more  than 
nee  investors  detect  early  signs  of 
economic  expansion.  She  also  ex- 
s  GM  and  Chrysler  to  snap  back 
rtly.  GM  has  tumbled  some  25% 
1  its  1987  high,  and  Chrysler,  at  13, 
ff  about  60%'.  Garzarelli  predicts 
both  GM  and  Chrysler  will  advance 
;ast  W/'  from  their  current  levels. 


GARZARELLI:  BETTING  ON  THE  BIG  THREE 


Other  issues  that  Garzarelli  is  buy- 
ing for  her  personal  portfolio:  Bruns- 
wick, Chemical  Bank,  Cummins  En- 
gine, First  Chicago,  Manufacturers 
Hanover,  Stone  Container,  Time 
Warner,  VF,  and  Wendy's.  All  are 
down  35%'  to  60%-  from  their  highs,  and 
she  expects  some  nifty  rebounds. 


IS  FAIRCHILD  IH 
THE  CATBIRD  SEAT? 


After  languishing  for  some  time 
at  around  $5  a  share,  Fairchild 
got  a  badly  needed  boost  in  ear- 
ly February  when  a  British  group 
made  an  unsolicited  $14-a-share  bid  for 
the  diversified  aerospace-products  com- 
pany, formerly  known  as  Banner  In- 
dustries. Within  days,  Fairchild's  stock 
jumped  from  7%  to  10  Vi.  But  in  less 
than  a  month,  Fairchild  had  broken  off 
talks  with  London's  Mountleigh  Group, 
and  the  stock  fell  as  low  as  7  by  mid- 
April. 

Recently,  however,  the  stock  has 
started  to  pick  up  again,  rising  to  8%, 
in  part  because  of  rumors  that  a  bid 
from  another  suitor  is  imminent.  Fair- 
child  Chairman  and  CEO  Jeff  Steiner 
has  been  buying  shares  since  rejecting 
the  Mountleigh  bid,  and  he  has  now 
accumulated  a  44.5%  stake. 

One  New  York  money  manager  says 
the  aborted  Mountleigh  deal  has  called 
attention  to  Fairchild  as  takeover  bait 
and  says  the  company  is  grossly  under- 
valued. Fairchild  has  three  core  units: 
The  aerospace  division  makes  fasten- 
ers for  aircraft  manufacturers  and  air- 
lines; the  D-M-E  division  produces  tool- 
ing and  electronic  control  systems  for 


the  plastics-molding  industry;  and  the 
communications  unit  provides  central- 
ized telecommunications  for  commer- 
cial buildings. 

Fairchild  also  has  a  47.2%  stake  in 
Banner  Aerospace,  a  distributor  of  re- 
placement parts  for  the  aviation  indus- 
try, and  a  40%  interest  in  Rexnord,  a 
maker  of  power-transmission  compo- 
nents. Together,  says  the  pro,  Fair- 
child's  assets  are  worth  $385  million, 
net  of  debt,  or  a  cool  $22  a  share.  In  a 
takeover,  of  course,  the  company 
would  be  worth  even  more.  A  Fairchild 
spokesperson  says  the  board  will  con- 
sider any  bona  fide  bid,  but  the  compa- 
ny's immediate  objective  is  rapid 
growth,  cost-cutting,  and  reduction  of 
its  $360  million  debt. 


CETUS  MAY  HAVE 
A  SURPRISE  IH  STORE 


iotech  stocks  have  been  hit  by 
.profit-taking  of  late  as  investors 
worry  that  the  high-flying 
group  may  be  vulnerable  in  a  market 
downturn.  Even  so,  Cetus,  a  major  de- 
veloper of  recombinant-t)NA  drugs  to 
fight  cancers  and  other  diseases,  has 
resumed  its  upswing. 

After  jumping  from  7  in  January  to 
17  in  early  April,  the  stock  faltered, 
dropping  to  13  by  late  April.  But  so 
far  in  May,  Cetus  has  become  active 
again,  rising  to  nearly  15.  What  gives? 

"A  positive-event  surprise"  may 
emerge  in  the  next  few  weeks  or 
months,  says  Joe  Edelson,  an  analyst 
at  Prudential  Securities.  He  raises  two 
possibilities:  First,  the  Food  &  Drug 
Administration  may  finally  approve  Ce- 
tus' Proleukin  interleukin-2  drug  to 
treat  advanced  kidney  cancer.  (The  FDA 
turned  it  down  last  year,  though  the 
drug  is  already  sold  in  Europe.)  Sec- 
ond, Cetus  may  announce  a  "strategic 
alliance"  with  a  major  pharmaceutical 
company.  It  already  has  two  separate 
joint  ventures — with  Perkin-Elmer  and 
with  Hoffmann-La  Roche,  which  has 
bought  a  3%  stake  in  Cetus. 

Whispers  are  that  a  new  alliance  will 
be  completed  with  a  major  Japanese 
drug  company.  That  venture,  according 
to  one  investor,  may  involve  the  Japa- 
nese buying  a  stake  in  Cetus,  similar  to 
the  Hoffmann-La  Roche  arrangement. 
"There  are  also  rumors  of  a  buyout  by 
this  unidentified  Japanese  company," 
says  Jim  McCamant,  editor  of  Medical 
Technology  Stock  Letter.  Cetus  traded 
as  high  as  42  in  1986 — which  hasn't 
been  forgotten  by  takeover  investors. 
Cetus  declined  comment. 
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RESEARCH! 


LESS  GAS  FOR  THE 
BUNSEN  BURNERS 


The  go-go  days  of  spending  on  R&D  at  universities  are  over 


The  1980s  were  heady  years  for  re- 
search universities.  They  became 
the  answer  to  everyone's  R&D 
headaches.  The  federal  government  saw 
them  as  engines  for  U.  S.  competitive- 
ness and  cranked  up  research-and-devel- 
opment  support  some  1197',  to  $8.9 
billion  in  1989.  State  and  local  govern- 
ments, hungry  for  a  stream  of  inven- 
tions that  would  carve  out  new  Silicon 
Valleys,  showered  schools  with  funding. 
Companies  seeking  to  stretch  RiD  dol- 
lars put  research  projects  on  campus, 
where  scientists  were  outfitted  with  ad- 
vanced laboratories  and  lionized  for  their 
discoveries.  Given  the  lures  of  money 
and  opportunity,  the  ranks  of  university 
researchers  nearly  doubled — a  rate  far 
too  high  to  sustain  even  with  generous 
support.  "We  expanded  our  enterprise  in 
a  very  casual  way,"  says  Bernard  D. 
Davis,  Harvard  Medical  School  professor 
emeritus  of  microbiology. 

Now,  those  days  are  coming  to  an 
end.  Most  of  the  nation's  top  100  re- 
search universities — the  foundation  of 
basic  science  in  the  U.  S. — are  embroiled 
in  a  "midlife  crisis,"  says  Eric  Bloch, 
former  director  of  the  National  Science 
Foundation  iN'SF).  "They  face  a  leveling 
off  of  growth  and  cannot  come  to  grips 


with  their  unfulfilled  aspirations."  After 
rising  rapidly  during  the  1980s,  federal 
funding,  some  GO'/i  of  university  re- 
search support,  is  leveling  off  in  real 
dollars  (chart).  State  funding  is,  too.  In 
short,  schools  have  built  research  infra- 
structures designed  to  soak  up  money 
only  to  find  prospects  for  support  dimin- 
ishing. "Our  appetite  for  research  ven- 
tures has  outpaced  our  ability  to  provide 
resources  to  fund  them,"  says  Alvin  L. 
Kwiram,  vice-provost  for  research  at  the 
University  of  Washington. 
BAD  SCIENCE.  The  strain  of  that  expan- 
sion shows  up  everywhere.  Critics  con- 
tend that  in  their  pursuit  of  research 
grants,  schools  are  neglecting  teaching 
and  even  churning  out  science  of  ques- 
tionable quality.  Earlier  this  year,  re- 
search carried  out  at  Massachusetts  In- 
stitute of  Technology's  Whitehead 
Institute  and  reviewed  by  David  Balti- 
more, now  president  of  Rockefeller  Uni- 
versity, was  found  to  involve  fabricated 
data.  This  spring,  a  series  of  scandals 
over  how  R&D  money  is  spent  has  sub- 
jected top  schools  to  unprecedented  scru- 
tiny. The  events  have  knocked  universi- 
ties off  their  pedestals.  These  days,  they 
"are  at  best  regarded  with  indifference, 
and  at  worst  looked  upon  with  disdain 


Bl 


and  contempt,"  says  Cornelius  J.  Pings 
provost  at  the  University  of  Souther 
California.  After  revelations  that  Star 
ford.  Harvard,  and  MIT,  among  others 
overbilled  the  federal  government  fo  oi 
overhead  costs,  Washington  may  pu  e 
limits  on  such  spending. 

In  the  1990s,  research  universities  wi  p| 
need  to  turn  over  a  new  leaf.  They' 
have  to  set  stricter  priorities,  which  wijpr 
mean  pruning  the  amount  of  scienc  9 
they  support,  trimming  administrativ  pi 
overhead,  and  putting  less  emphasis  o  ict 
perks  and  more  on  teaching.  Finally  ill 
they'll  need  to  be  better  competitor!  ai 
The  most  innovative  and  aggressiv  tli 
among  them  will  grow  in  stature  at  th  id 
expense  of  those  that  can't  adjust 

They  need  to  compensate,  somehov  t 
for  the  go-go  1980s,  when  research  un 
versifies  expanded  faster  than  the  s 
should  have.  They  added  more  scientist  k 
than  they  could  really  afford,  so  the 
were  unable  to  maintain  existing  facil  id 
ties.  The  salaries  of  researchers  soarec  a; 
They  now  consume  557  of  federal  nik 
search  contracts,  up  from  317  in  197S  iti 
And  more  complicated  environmenta  w 
animal-care,  and  health-and-safety  regi  le 
lations  added  costs  and  bureaucracy.  A  's 
told,  the  cost  of  supporting  a  researche 
doubled,  to  $140,000. 

At  the  same  time,  federal  funding  fo  ili 
facilities  declined,  increasing  pressure 
on  universities  to  compensate  elsewher 
For  some,  one  solution  was  to  charg » 
more  of  their  overhead  to  the  goven  m 
ment.  To  cover  operating  costs,  univers  u 
ties  are  allowed  to  charge  an  overhea  it\ 
fee  for  each  research  contract.  A  st  id 
share  of  each  contract  amount,  it  cover  j. 
administrative  costs,  building  depreci: 
tion,  and  expenses  such  as  heating  anlr] 
lights.  It  averaged  about  547  in  199( 
But  without  the  cushion  of  state  func  it: 


CORPORATE  FUNDING  FOR  R&D: 
THE  NEW  LINEUP 

BUSINESS  CONTRIBUTIONS  TO  RESEARCH  UNIVERSITIES  (MILLIONS) 


1  RANK  1989 1 

AMOUNT 

{RANK1982/AMOUNT 

n 

MIT 

$39.6 

$17.2 

□ 

PENN  STATE 

30.2 

10.5 

a 

UNIV.  OF  MICH. 

22.0 

7.4 

a 

N.C.  STATE 

21.7 

2.7 

a 

GEORGIA  TECH 

21.3 

11.3 

a 

TEXAS  A&M 

21.2 

4.9 

a 

UNIV.  OF  WASH. 

19.1 

5.1 

a 

CARNEGIE-MELLON 

18.9 

4.8 

a 

CORNELL  UNIV. 

16.6 

7.4 

ED 

UNIV.  OF  ILL. 

15.7 

1.5 

DATA:  NATIONAL  SCIENCE  FOUNDATION 

WELL-ENDOWED:  A  HIGH-TECH  LAB  AT  NORTH  CAROLINA  STATE 
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•ivale  schools  wvre  parlicularly  ag- 
ve  in  negotiating  with  the  Office 
val  Research  (ONR)  and  the  Health 
-nan  Services  Dept.,  which  set  the 
Stanford  University's  rate  rose 
S8%  in  1980  to  747'  in  1990. 
;  year,  it  finally  overreached.  Its 
;al  for  a  78%  rate  in  1991  raised 
■  of  the  Stanford  faculty  and  led  to 
R  discovery  that  taxpayers  were 
rting  Stiinford's  72-foot  yacht  and 
other  dubious  expenditures.  In 
the  ONR  slashed  overhead  pay- 
to  Stanford  by  $18  million  and 
1  its  rate  at  55.5%.  That  will  pro- 
,n  overall  loss  for  the  school  of  $20 
n  in  the  1991  academic 
By  mid-May,  nine  schools, 
ing  CalTech,  Harvard  Med, 
(IIT,  had  reviewed  their 
3s  and  returned  $3.4  mil- 
Aore  serious  repercussions 
)e  coming:  Federal  review- 
re  auditing  several  dozen 
s  all  told,  including  the 
rsity  of  Washington,  MIT, 
)uke  University.  Congress 
rewrite  the  overhead 
—and  perhaps  set  fixed 
for  everyone. 

1ER  TIMES.  That  could  make 
•90s  tougher  for  a  number 
lools.  Industry  had  become 
Dr  source  of  new  funds  for 
•sity  research  by  1989,  con- 
ing 6.6%  of  the  total,  vs. 
in  1980.  But  it  can't  make 
ir  slower  federal  growth, 
rate  support  is  "not  a  free 
for  anyone,"  says  Michael 
a,  who  oversees  disburse- 
by  Xerox  Corp.  Companies 
as  Xerox  and  Ford  Motor 
)w  insist  that  research  they 
or  directly  must  benefit  a 
rate  development  program, 
ed  with  these  new  realities, 
say,  most  schools  must  re- 
their  priorities.  For  start- 
that  means  rededicating 
;elves  to  teaching.  "Univer- 
jumped  on  the  research 
iternational-competitiveness 
vagon  too  much  for  their 
jood,"  says  IBM  Vice-President  for 
:-e  &  Technology  John  A.  Arm- 
As  science  and  engineering  fac- 
piled  on  the  research,  they  spent 
time  in  the  classroom.  At  many 
Is,  in  fact,  faculty  must  bring  in 
)f  their  salaries  in  research  grants. 
;hare  of  new  PhDs  whose  main 
is  teaching  has  plummeted  to  30% 
57%  since  1976,  according  to  an  NSF 
y.  "Every  university  is  so  delin- 
;  on  teaching  it's  pathetic,"  says 
im  Roy,  a  Pennsylvania  State  Uni- 
,y  materials  science  professor, 
"ew  schools  are  starting  to  address 
nbalance.  This  year,  new  faculty  at 


the  University  of  Pennsylvania  are  re- 
quired to  teach  undergraduates,  regard- 
less of  their  research  activities.  Harvard 
University  is  deferring  the  automatic,  $1 
million-plus  laboratory  renovations  for 
new  sci-tech  professors.  Stanford  is  try- 
ing to  turn  back  the  clock  by  rewarding 
good  teachers  (page  126). 

Equally  important,  as  schools  try  to 
save  money,  they  are  using  a  kind  of 
academic  triage  to  lop  off  less-than-stel- 
lar  research  and  programs.  Some  public 
colleges,  heavily  dependent  on  state 
funds,  will  be  particularly  hard  hit.  "The 
decade  of  the  1990s  will  be  one  where 
advancements  are  achieved  through  re- 


UNIVERSITY  RESEARCH: 
THE  SQUEEZE  IS  ON 


FUNDING  FROM: 


FEDERAL 
GOVERNMENT 


Real  corporate  funding  is  still  on  the 
rise,  but  support  from  state  and  local 
governments  is  slowing — and  so  are 
funds  from  the  feds 


STATE  AND  LOCAL 
GOVERNMENT 


CORPORATE 


•80  '81  '82  '83 
A  BILLIONS  OF  1 982  DOtURS 


'85     '86     '87  '88 


'90  '91 
LEST.J 


WHO  FOOTS  THE  BILL 


TOTAL  1989  FUNDING          CI  C  L:||:«« 
FOR  UNIVERSITY  RESEARCH    >>  I  J  DIIII0I1  ( 1 989  dollars 


INSTITUTIONAL 


INDUSTRY 


DATA:  NATIONAL  SCIENCE  FOUNDATION 


placement,  not  addition,"  argues  Univer- 
sity of  Maryland  President  William  E. 
Kirwan.  Faced  with  a  $25  million  cut- 
back in  state  funds,  he  has  proposed 
dropping  the  nuclear  engineering  depart- 
ment, seven  other  programs,  and  two 
colleges.  Stanford  is  slowing  the  con- 
struction of  a  new  state-of-the-art  sci- 
ence complex. 

Many  schools,  however,  are  upping 
the  ante — and  fighting  for  more  re- 
search funding.  Within  weeks  of  one  an- 
other, MIT  and  a  consortium  of  California 
state  universities  hired  full-time  lobby- 
ists to  corral  new  federal  grants.  Last 
year,  when  Texas  A&M  University  feared 


that  funding  for  agricultural  research 
would  fall,  it  hurriedly  repositioned  its- 
Institute  of  Biosciences  &  Technology  to 
chase  funding  for  the  Human  Genome 
project,  which  intends  to  map  the  genes 
on  all  26  human  chromosomes. 

To  keep  the  grants  coming,  schools 
will  need  to  be  more  competitive.  In  the 
past  decade,  a  new  tier  of  players  has 
emerged  from  the  research  backwaters. 
Last  August,  for  instance,  MIT  lost  a  $60 
million  federal  magnet  research  lab, 
which  will  do  R&D  on  high-field  magnets 
for  everything  from  medical  imaging  to 
nuclear  fusion,  to  Florida  State  Universi- 
ty. "The  major  research  universities  are 
smarting,"  says  George  H.  Heil- 
meier,  chief  executive  of  Bell 
Communications  Research  Inc. 
NEW  RIVALRIES.  Indeed,  the  up- 
start schools  are  becoming  mas- 
ters at  winning  industry  funding. 
Neither  North  Carolina  State 
University  nor  Texas  A&M 
ranked  in  the  top  10  in  industry 
funding  a  decade  ago.  Now  they 
are  fourth  and  sixth,  respective- 
ly. Today,  North  Carolina  State 
l>ulls  in  $22  million  a  year  from 
industry  for  microelectronics, 
signal  processing,  and  electricity 
transmission  research.  It  gets 
more  corporate  money  than  Car- 
negie Mellon  University  or  Cor- 
nell University.  Recently,  Swiss- 
Swedish  engineering  giant  ABB 
Asea  Brown  Boveri  chose  it  for  a 
$7  million  lab  to  study  power 
transmission.  These  schools  are 
eager  for  such  work,  which  often 
is  applied  research.  And  compa- 
nies get  more  for  their  money 
because  the  schools  have  low 
overhead  costs,  says  John  W. 
McCredie,  who  manages  Digital 
Eciuiijment  Corp.'s  external  re- 
search program. 

That's  not  the  only  trend  hurt- 
ing top  science  factories  that  tra- 
ditionally have  won  most  re 
search  contracts.  Megaprojects 
such  as  the  $8  billion  supercon- 
ducting supercollider  and  the  $8 
billion  Human  Genome  project 
promise  to  add  more  full-time  techni- 
cians and  researchers  to  the  ranks  of 
scientists  and  to  soak  up  scarce  federal 
funds.  With  more  than  155,000  research- 
ers now  competing  for  a  federal  pot 
that's  expected  to  rise  by  single-digit 
percentages  annually  in  the  1990s — vs. 
107f  a  year  in  the  late  '80s — research 
sponsors  are  urging  schools  to  hold 
down  their  number  of  scientists.  "We 
have  to  think  about  how  many  people  we 
want  in  the  system."  says  Ralph  E.  Go- 
mory,  a  former  IBM  executive  who  is 
president  of  the  nonprofit  Alfred  P. 
Sloan  Foundation. 

Indeed,  by  some  indications,  the  build- 
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up  in  spending  during  the  1980s  didn't 
improve  science  all  that  much.  The  Insti- 
tute for  Scientific  Information,  a  Phila- 
delphia science  publisher,  says  its  gauge 
of  U.  S.  academic  papers  published  in  the 
1980s  shows  a  sharp  decline  in  impact 
from  a  decade  ago.  ISI  tracks  how  many 
times  papers  are  referenced  in  the 
works  of  others.  And  it  found  that  pa- 
pers published  between  1981  and  1988 
were  cited  by  others  just  9.5  times,  com- 
pared with  14  times  for  papers  published 
from  1973  to  1988.  "I  think  we  have 
overpublishing  and  some  sloppy  sci- 
ence," concludes  Albert  A.  Barber,  Vice- 
Chancellor  of  Research  at  the  University 
of  California  at  Los  Angeles.  In  part,  he 
blames  this  situation  on  the  academic 
world's  publish-or-perish  promotion  sys- 
tem and  the  scramble  for  research 
funds. 

Universities  don't  buy  the  notion  that 
research  undermines  education.  Herbert 
R.  Fusfeld,  director  of  the  science  and 


technology  policy 
center  at  Rensse- 
laer Polytechnic  In- 
stitute in  New  York 
state,  notes  that  tu- 
itions have  not  kept 
up  with  the  costs  of 
higher  education. 
Research  funding 
"carries  the  edu- 
cation base,"  he 
says.  MIT  President 
Charles  M.  Vest  ar- 
gues that  research 
itself  tends  to  im- 
prove undergradu- 
ate schooling.  "The 
most  relevant  and 
robust  undergradu- 
ate education  takes  place  in  a  research 
university,"  he  says. 

American  universities  remain  the  envy 
of  the  world.  "They  are  still  the  best 
place  to  do  research,"  says  Walter  E. 


HARVARD  MEDICAL'S  BERNARD  DAVIS 


Massey,  the  NSF 
new  director.  It 
critical   that  the 
keep  that  title.  B\  j]  1( 
it's  also  essenti; 
that  schools  don 
lose  sight  of  the 
mission  to  train  tl 
nation's  scientist 
Ultimately,  tc 
graduates  are  tl 
key  to  transferrir 
university  know 
edge  to  industr 
And  that  may 
the  schools'  mo; 
important  role 
keeping  the  U. 
competitive. 
By  Gunj  McWilliams  in  Boston  at 
Jolui    Carey   in    Washington,    with  Do 
Jones  Yang  in  Seattle,  Chuck  Haiekins 
Atlanta,  Jesse  Washington  in  Neir  Have 
and  bureau  reports 


HOW  STANFORD  IS  PUSHING  PROFS  BACK  TO  THE  CLASSROOM 


Stanford  University  senior  John 
May  wonders  what  kind  of  edu- 
cation he  is  getting  for  $22,000  a 
year.  The  electrical  engineering  major 
comes  in  contact  with  professors  most- 
ly in  big  lectures,  where  he's  just  a 
face  in  the  crowd.  He  actually  talks 
with  such  Brahmins  about  once  a 
term — and  gets  "the  sense  I'm  second- 
ary to  their  research.  Research  is  what 
makes  them  tick." 

This  is  one  of  the  not-so-great 
results  that  big  research  income 
has  produced  at  Stanford. 
Grants  represent  28'/!  of  the 
school's  research  and  instruc- 
tion budget  and  make  stars  of 
the  people  who  win  them.  Facul- 
ty can  even  "buy  out"  of  teach- 
ing by  using  grants  to  pay  part 
of  their  salaries.  Temporary 
teachers  pick  up  the  slack. 
PENDULUM  SWING.  But  now, 
Stanford  faces  a  conundrum. 
"The  public  believes  that  the 
primary  mission  of  higher  edu- 
cation is  to  transmit  knowl- 
edge," says  Thomas  A.  Wasow, 
dean  of  undergraduate  students.  Since 
private  schools  rely  heavily  on  dona- 
tions, a  loss  of  public  confidence  could 
hurt  their  bottom  lines — just  as  re- 
search funding  levels  off.  So  Stanford 
President  Donald  Kennedy  is  swinging 
the  pendulum  back.  "We  need  to 
change  the  Stanford  culture,"  he  de- 
clares, "so  that  undergraduate  teach- 
ing becomes  more  central." 


That's  a  tall  order.  In  recent  years, 
hiring  and  tenure  decisions  have  come 
to  be  based  largely  on  a  professor's 
ability  to  generate  world-class  re- 
search. The  most  important  criteria  in 
tenure  decisions  remain  a  professor's 
publications  record  and  reference  let- 
ters, mostly  from  other  researchers. 
Kennedy  says  he  reviewed  22  recent 
promotion  folders  and  found  only  one 


where  the  effort  made  to  evaluate 
teaching  equaled  that  for  research.  "If 
you're  a  mediocre  researcher  but  an 
excellent  teacher,  you're  unlikely  to 
get  tenure,"  says  Michele  D.  Marinco- 
vich,  an  assistant  dean. 

The  pressure  to  win  research  money 
isn't  likely  to  let  up.  "It's  the  only  way 
to  survive,"  declares  John  Bravman,  a 
professor  of  materials  science  and  en- 


gineering. "You  can't  have  a  researcl 
program  without  funding."  In  a  typica 
70-hour  week,  says  Bravman,  he  teach 
es  one  or  two  courses,  runs  five  re 
search  projects  with  $800,000  a  year  ir 
funding,  supervises  nine  PhD  students 
and  writes  more  grant  proposals.  H( 
spends  one-third  of  his  time  on  teach 
ing  activities. 
Now,  Kennedy  wants  the  best  ol 
both  worlds.  He  has  unveiled 
$7  million  program  to  improve 
teaching.  A  $5  million  donatior 
from  alumnus  Peter  Bing, 
physician,  will  provide  incen 
fives  such  as  $1,000  raises  t( 
20  outstanding  teachers,  anc 
$5,000  awards  to  another  10 
The  school  will  also  fund  tean 
teaching  and  interdisciplinar)] 
seminars.  Most  important.  Ken! 
nedy  proposes  changing  Stan 
ford's  promotion  and  tenure 
system  to  emphasize  teaching 
For  instance,  he  wants  to  limi 
the  number  of  scholarly  publica 
tions  considered  in  tenure  deci 
sions  and  to  include  textbooks 
computer  courseware,  and  other  mate 
rials  prepared  by  professors.  j 
The  old  system  is  stubborn,  judging 
by  the  outrage  Kennedy's  campaign  is 
provoking.  "I  was  insulted  at  wha 
Donald  Kennedy  said,"  declares  RieW 
ard  Zare,  a  chemistry  professor.  "Rei 
search  and  teaching  aren't  in  conflict.' 
But  try  telling  that  to  John  May. 

By  Maria  Shao  in  San  Francisci 


126  BUSINESS  WEEK/MAY  20,  1991 


SCIENCE  &  TECHNOU 


)  1991  IBM  Corp  IBM  and  AS/400  are  legislered  nademarks  of  IBM  Ci 


I  ideal  system  for  growing  companies... 


runs  over  9,000  applications,  for  all  kinds  of  businesses 


lets  you  manage  all  your  information  from  a  central  place 
is  easy  to  afford,  easy  to  learn  and  easy  to  expand 
makes  your  investment  in  PCs  worth  more  than  ever 
sets  industry  standards  for  quality  and  customer  satisfaction 
lets  you  focus  on  your  business  instead  of  your  computer 


...is  an  IBM  AS/400. 


25  learn  more  about 
growing  your  business  with 
an  IBM  AS/400,  call  an  IBM 
marketing  rep.  Or-  call  us 
for  the  44-page  IBM  AS/400 
Solutions  Catalog.  ■'^M': 

1 800  365-4  IBM,  ext  8 

IBM  Rochester' 

jBK^^.Mifcoltn  Baldrige,     ■  : 
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TOMORROW'S  MEMORIES  MAY  BE 
MADE  OF  . . . EPOXY? 


Computer  scientists 
dream  of  holograph- 
ic memories  that  would 
pack  libraries  of  digital 
data  as  3-D  arrays  inside 
crystals.  Lasers  would 
retrieve  the  data  in  a 
flash:  Today's  fastest 
magnetic  disk  drives 
take  hours  to  fetch  200 
million  bits — roughly  40 
novels'  worth.  By  con- 
trast, Microelectronics  & 
Computer  Technology 
Corp.  (MCC),  a  Texas  con- 
sortium, is  developing  a  system  to  do  that  in  a  second. 

Thanks  to  a  new,  inexpensive  plastic  that  can  store  holo- 
graphic data,  such  memories  are  a  tad  closer  to  reality.  The 
epoxy-based  compound,  discovered  at  IBM's  Almaden  Research 
Center  in  San  Jose,  Calif.,  is  the  first  polymer  to  exhibit  the 
"photorefractive  effect."  When  laser  beams  cross  inside  the 
plastic,  they  alter  the  electrical  properties  of  molecules  in  that 
area.  This  means  data  can  be  "planted"  inside.  A  pinhead-size 
area,  IBM  says,  can  hold  100  million  bits.  But  building  a  work- 
ing memory  with  this  polymer  will  require  years  of  engineer- 
ing. So  don't  look  for  pinheads  in  your  library  soon. 


THE  RAT  RACE  IS  ROUGH 
—ASK  ANY  RAT 


If  you  think  stress  is  making  your  brain  old  and  befuddled 
before  its  time,  you  may  be  right.  Researchers  know  that 
areas  of  the  brain  associated  with  learning  memory  can  deteri- 
orate with  age.  And  neuroscientist  Philip  Landfield  of  the 
University  of  Kentucky  wondered  whether  stress  accelerated 
that  change.  Using  mild  electric  shocks,  he  trained  rats  to 
move  across  a  plastic  runway  when  a  buzzer  sounded.  Then  he 
buzzed  at  random.  Not  knowing  when  to  expect  an  alarm,  the 
rats  spent  the  whole  time — four  hours  a  day — in  a  tizzy. 

After  six  months,  Landfield's  team  studied  the  rats'  brains. 
In  young  stressed-out  rats,  nerve  cells  were  less  active  than  in 
laid-back  counterparts — indicating  their  ability  to  learn  and 
remember  was  at  least  temporarily  impaired.  In  older  rats, 
stress  sped  up  the  actual  loss  of  brain  cells.  No  one  has  yet 
shown  such  a  direct  link  between  stress  and  aging  in  humans, 
says  Landfield.  But,  he  notes,  people  who  develop  Alzheimer's 
disease  might  be  especially  vulnerable  to  stress.  And  if  scien- 
tists can  learn  why  stress  is  more  harmful  to  elderly  brains, 
they  may  also  find  clues  to  Alzheimer's.  Meanwhile,  says 
Landfield,  "it  seems  prudent  to  avoid  prolonged  stress." 


A  SMALL  HIGH-TECH  COMPANY 
MAKES  A  HUGE  LEAP  IN  QUALITY 


For  quality-minded  manufacturers,  the  Malcolm  Baldrige 
National  Quality  Award  isn't  the  only  game  in  town. 
There's  also  the  Shingo  Prize.  Named  for  Shigeo  Shingo,  the 
deceased  productivity  guru  who  sparked  Toyota  Motor  Corp.'s 
just-in-time  (JIT)  and  "mistake-proof"  manufacturing  systems, 
it  has  rapidly  gained  prestige  since  it  was  set  up  in  1988. 


Administered  by  Utah  State  University,  the  1991  Shin^ 
Prize  for  Manufacturing  Excellence  goes  to  four  companie 
Dana's  Minneapolis  Gresen  plant,  which  makes  hydraul 
valves,  Exxon  Chemical's  Butyl  Polymers  group,  a  supplier 
rubberlike  polymers,  engine  bearings  maker  Glacier  Vande 
veil,  and  Lifeline  Systems,  which  builds  communications  ge; 
for  its  emergency-response  service  business. 

Lifeline  Systems  Inc.,  with  1990  revenues  of  $32  million^ 
the  sole  small-company  winner.  By  stressing  quality  and  JI 
the  Watertown  (Mass.)  company  has  slashed  product-develo 
ment  time  by  80'/'  since  1988  and  cut  work-in-progress  inve 
tories  by  607' .  Productivity  shot  up  so  much — 2557 — that  Lil 
line  has  repatriated  all  its  offshore  manufacturing. 


PINNING  DOWN 
THE  GENDER  BENDER 


Ever  since  Adam  and  Eve  came  together  in  the  Garden 
Eden,  humankind  has  pondered  the  mystery  of  the  sext 
Now,  science  seems  finally  to  have  found  la  difference- 
stretch  of  DN.^  with  the  decidedly  unromantic  name  of  Sry,  f 
sex-determining  region  of  the  Y  chromosome.  During  the  pa 
several  years,  researchers  came  to  suspect  that  this  piece 
DN.\  was  the  fabled  "male"  gene,  or  testes-determining  facte 
which  triggers  a  cascade  of  changes  that  adds  male  parts 
the  basically  female  mammalian  body  plan.  And  now,  Briti; 
government  scientists  may  have  proof  that  the  gene  behav 
as  advertised. 

In  a  conceptually  simple  experiment  reported  in  the  Briti 
journal  Nature,  Robin  Lovell-Badge  and  co-workers  at  E 
gland's  National  Institute  for  Medical  Research  added  the  S 
gene  to  female  mouse  embryos.  When  the  embryos  develop^ 
into  mice,  some  looked  and  behaved  like  males.  The  proble 
was,  the  transformation  took  place  in  only  three  of  11  mi 
tested.  The  next  step:  figuring  out  exactly  what  triggers  t 
gene — and  how  it  does  its  profound  work. 


FROST-FREE  FUTURES 
FOR  FAST-FOOD  FREEZERS 


Even   on   the  hottest 
days,  supermarkets 
and   fast-food  restau- 
rants can  be  chilling. 
The  reason:  Grocers  and 
burger    chains  must 
over-air-condition  to  de- 
humidify  the  air  to  keep 
frost  from  building  up  in 
their  freezers  and  wall- 
paper   from  peeling. 
Now,  Edison  Electric  In- 
stitute (EEI),  a  Washing- 
ton  utility   group,  has 
found  a  new  way  to  de- 
humidify  that  avoids  the  chill  and  saves  15%  in  energy  cos 
The  idea  centers  around  heat-transfer  devices  called  he 
pipes.  These  sealed  tubes  contain  a  refrigerant  and  are  divid 
in  half  by  baffles.  A  pipe  is  placed  in  a  store's  air  condition 
between  the  incoming  and  outgoing  airstreams — condensiijf; 
out  moisture  from  incoming  warm  air  and  discharging  t^i 
heat  created  into  the  stream  of  cold  air  leaving  the  unit,  j 
Unlike  other  dehumidifiers,  the  pipe  uses  no  extra  enerji; 
and  has  no  moving  parts.  Some  half-dozen  supermarkets  ha|' 
installed  the  devices.  Burger  King  has  tested  the  idea  in  a  .'j^j 
Petersburg  (Fla.)  store  and  plans  to  use  it  nationwide.  , 
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Bioran  shares  the  water  lily's  secret. 


%  absorb  nourishment  and 
filter  out  harmful  bacteria. 


ran"  membranes 
tist  of  approximately 
capillaries,  each  pierced 
I  network  of  microfine 
s.  Like  the  water  lily's 
is,  "Bioran"  can  filter 
bacteria. 


Each  glass  capillary  wall 
has  about  one  trillion 
pores.  The  diameters  of 
the  pores  can  be  deter- 
mined to  an  accuracy  of 
0.00000004  inches 

The  water  lily  departs  from  the 
norm  when  it  comes  to  taking  in 
nourishment.  Like  all  plants  it  is 
anchored  by  roots,  but  in  this  case 
the  roots  do  not  play  a  part  in  the 
feeding  cycle.  This  role  is  taken 
over  by  the  leaves.  Cell  mem- 
branes, on  the  underside  of  each 
leaf,  have  ultra-fine  pores  allow- 
ing nutrients  from  the  water  to 
enter  while  filtering  out  harmful 
bacteria. 

 Schott's  "Bioran"  mem- 
branes function  along  the  same 
lines,  but  with  one  important  ad- 
vantage for  mankind.  The  size  of 
their  pores  can  be  determined  to 


a  microscopically  small  diameter 
of  0.00000004  inches. 

 This  means  that  they  can 

filter  out  particular  molecules.  In 
medical  research,  for  example, 
they  can  be  used  to  isolate  vi- 
ruses; and  in  biotechnology  they 
can  be  used  to  separate  bacteria 
from  insulin  with  maximum  purity. 

 "Bioran"  ,   available  from 

Schott  America,  Is  just  one 
example  of  how  Schott's  innovative 
development  responds  to  specific 
needs.  In  today's  world,  special 
glass  helps  keep  technology 
advancing. 

 Schott  worldwide:  50,000 


products,  50  production  facilities, 
represented  in  morethan  100  coun- 
tries, with  over  $1  billion  in  sales. 

 Schott  in  North  America: 

11  companies  employing  morethan 
1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B  36,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


H  SCHOTT 

Nobody  knows  more  about  giass. 


To  sustain  you,  fine  Japanese  and  Western  restaurants  and  24-inour 


roonn  service.  To  refresh  you,  soothing  lounges  or  stinnulating  health 


clubs.  To  renew  you,  a  pillow  of  down.  In  short, 


i 


Sinnply  everything.  Sinnply 


ft 

laii 

T( 


NEW  YORK 


nikko  hotels  international 

ATLANTA  •  CHICAGO  •  SAN  FRANCISCO  •  LOS  ANGELES  •  HONOLULU 

]  -BOO-NIKKO-US 


MEXICO  CITY 


New  Yci  k  Essex  House  Centra!  Park  Soiilli  (Reopening  Fall  1991 1  •  Hotel  Nikko  Atlanta  Biickhead  •  Hotel  Nikko  Chicago  Riverfront  Park 

Ho; el  Nikko  San  Francisco  Union  Stiuare  W«(  ■  Hotel  Nikko  at  Beverly  Hills  (Fall  19911  •  Hotel  Nikko  Mexico  Chapidtepec  Park 
Other  N.Kko  Cities:  Dusseldorf  •  London  ■  Paris  ■  Hong  Kong  •  Taipei  •  Manila  •  Beijing  •  Shanghai  •  lakarta  ■  Sydney  •  Osaka  ■  Narita 


HATEYER  HAPPENED  TO 

IE  CORNER  COMPUTER  STORE? 


ers  are  being  squeezed  by  department  stores  on  one  side  and  superstores  on  the  other 


iger  to  outfit  his  new  home  of- 
fice, Oscar  Katov  recently  went 
chopping  for  his  first 
lal  computer.  The  64- 
ild  convention  plan- 
ned two  Washing- 
ea  computer  stores 
5ft  empty-handed, 
ff  by  the  sales- 
;'s  technical  jar- 
rhen  he  went  to 
irs,  where,  he 
a  salesman  de- 
!d  the  technology 
lain  English."  Katov 
ed  down  $5,300  for  a 
,x  machine,  and  other 
es. 

porate  America  may 
e  shopping  for  comput- 
t  the  mall — and  probably 
will.  But  from  one-person 

to  billion-dollar  businesses,  com- 
buyers  are  finding  new  places  to 
ase  the  latest  PCs  and  accesso- 
Everybody's  selling  computers, 
ms:  office-supply  outlets,  de- 
lent  stores,  warehouse  clubs,  and 
mer  electronics  chains.  The  latest 

is  computer  superstores — cavern- 
lo-frills  outlets  with  floor-to-ceiling 
5  of  discounted  gear  (page  132). 
Luks  to  all  this  new  competition, 
6%  of  the  $51  billion  worth  of  PCs 
elated  equipment  purchased  in  the 
last  year  was  bought  at  conven- 

computer  stores  such  as  Compu- 
nd.  A  decade  ago,  when  businesses 
buying  their  first  PCs,  such  stores 
ibout  90%  of  them, 
ro  WORSE.  For  com- 

dealers,  all  this  is 
I  what  has  always 

a  difficult  business 

making  it  worse. 
3  margins  for  five 
;hains — Businessland, 
)uterLand,  ValCom, 
x,  and  MicroAge — 
lunged  to  13%  by  last 
lary,  from  19%  two 

ago,  says  market  re- 
her  WorkGroup  Tech- 
ies  Inc.  That's  forc- 
lains  to  consolidate  to 
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survive  (table).  Even  then,  the  outlook 
isn't  good:  Computer  store  sales  will  ex- 
pand just  3%  annually  through  1995,  pre- 
dicts market  researcher  BIS  Strategic 
Decisions,  while  PC  industry  revenues 
will  grow  about  8%. 

Now,  15  years  after  PC  makers  helped 
create  a  national  system  of  computer 
stores  to  sell  their  wares,  the  declining 
clout  of  chains  is  spurring  them  to  seek 


THE  CONSOLIDATION  CONTINUES 


1990 

DATE 

DEALS 

OUTLETS 

SALES 

COMPLETED 

k  ComputerLand  buys 

393 

$2  bil 

ion 

Pending 

W  Nynex  Business  Centers 

77 

$600  mil 

ion* 

k  Valcom  Inc.  merges  with 

342 

$428  mil 

ion 

Pending 

W  Inacomp  Computer  Centers 

343 

$500  mil 

ion 

k  CompuCom  Systems  buys 

35 

$343  mil 

lion 

Apr.  30, 

f  Computer  Factory 

35 

$365.3  mi 

lion 

1991 

DATA:  COMPANY  REPORTS,  6W 

•ESTIMATE 

other  outlets.  IBM,  Compaq,  and  Apple 
are  all  expanding  beyond  computer 
stores.  Big  Blue,  which  experimented 
with  department-store  sales  in  the  mid- 
1980s,  went  into  mass-merchandisers  in 
earnest  last  summer,  when  it  began 
selling  its  PS/1  home  computer  in 
Sears  and  other  department 
stores.  Apple  Computer  Inc.  and 
Compaq  Computer  Corp.  now  al- 
low some  superstores  to  stock  their 
machines.  And  'to  push  its  high-end 
gear,  Compaq  has  been  signing 
up  "systems  integrators." 
REVERSE  COURSE.  Ironically, 
computer  makers  helped 
bring  on  the  chains'  current 
woes.  In  the  mid-1980s,  PC 
makers  insisted  that  dealers 
operate  from  costly  store- 
front locations  to  attract 
walk-in  business.  But  a  mar- 
ket slump  and  a  resulting 
price  war  forced  scores  of  in- 
dependent stores  out  of 
business.  Dozens  of  others 
were  merged  into  the  big, 
national  chains.  The  survi- 
vors, again  taking  their  cues 
from  the  computer  suppliers,  scrambled 
to  increase  profits  by  shifting  their  fo- 
cus to  the  corporate  buyers  who  ordered 
hundreds  of  computers,  at  a  time.  Deal- 
ers hired  polished  sales  reps  to  call  on 
the  big  accounts  and  technicians  to  do 
installations — figuring  corporations 
would  pay  top  dollar  for  such  service. 

By  last  year,  however,  it  was  clear 
that  the  effort  to  boost  profits  by  cater- 
ing to  giant  corporations  wasn't  work- 
ing. A  growing  number  of 
big  customers  aren't  inter- 
ested in  paying  extra  for 
services.  They  simply  want 
low  prices  and  fast  deliv- 
ery. "We  don't  need  a  com- 
puter store  to  help  with 
networking,"  says  Allan  J. 
Kalb,  systems  director  for 
St.  Louis-based  investment 
banker  A.  G.  Edwards  Inc. 
"We  have  an  in-house  staff 
to  do  that." 

Perhaps  the  biggest  vic- 
tim of  that  trend  has  been 
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Businessland.  The  chain  invested  heavily 
in  an  army  of  pin-striped  sales  reps  and 
technicians.  Then,  to  hang  on  to  its  high- 
volume  customers,  the  chain  resorted  to 
deep  discounts — despite  its  high  over- 
head. The  result:  Last  year,  Busi- 
nessland lost  $23  million  on  revenues  of 
$1.35  billion.  Since  last  June,  the  compa- 
ny has  cut  its  work  force  by  843  people, 
to  2,450  employees.  For  fiscal  1991,  end- 
ing June  30,  analysts  figure  it  will  lose 
$35  million  on  $1.23  billion  in  sales. 

Now,  computer  dealers  are  fighting 
back — by  making  wrenching  changes. 
Some  are  investing  heavily  to  develop 
superstores  of  their  own.  CompuCom 


Systems  Inc.,  a  35-store  chain  based  in 
Dallas,  just  shelled  out  $38  million  for 
New  York-based  Computer  Factory.  It 
plans  to  shut  many  Computer  Factory 
stores  but  will  convert  others  into  super- 
stores. Intelligent  Electronics  Inc.,  a 
1,058-store  chain,  has  a  similar  strategy. 
It  plans  to  open  100  new  superstores 
by  1996. 

But  mostly,  the  big  chains  are  trying 
to  fine-tune  their  approach  toward  the 
coporations  that  still  buy  most  PCs.  They 
figure  that  even  huge  companies  need 
help  with  emerging  technologies  such  as 
engineering  workstations,  which  are  just 
now  coming  into  use  in  offices.  "There's 


still  an  awful  lot  of  education  that's  g 
to  go  on,  and  if  you  don't  provide 
you'll  lose,"  says  Richard  D.  Sanfor 
chairman  of  Intelligent  Electronic 
which  operates  several  chains,  includii 
Entre  Computer. 

MicroAge  Inc.,  a  280-store  chain  bas( 
in  Tempe,  Ariz.,  sees  growth  in  corp 
rate  sales,  too.  It  recently  teamed  \ 
with  KPMG  Peat  Marwick  to  provide  s 
phisticated  consulting  services  to  its  ci; 
tomers.  A  lot  of  big  customers,  it  re 
sons,  would  still  prefer  to  have  someoi 
else  worry  about  all  the  bits  and  bytes- 
no  matter  how  knowledgeable  they'' 
become  about  computers.  "It  isn't  nece 


ATTACK  OF  THE  GIANT  DISCOUNTERS 


When  computer  su- 
perstore Comp  USA 
held  a  grand  open- 
ing last  December  at  its  new 
outlet  in  Santa  Clara,  Calif., 
more  than  1,000  people  turned 
up.  "There  were  lines  out  the 
door,"  boasts  Chief  Executive 
Nathan  Morton. 

Even  in  the  heart  of  Silicon 
Valley,  superstores  such  as 
those  run  by  Comp  USA  and 
rivals  such  as  CompuAdd  are 
a  hot  new  phenomenon.  The 
warehouse-style  outlets  cram 
some  5,000  products — PCs, 
printers,  software  packages, 
even  extension  cords — into 
30,000  square  feet  of  space. 
And  they're  priced  as  much  as 
80^;  below  list.  Prices  are  so  good  that 
some  dealers  treat  superstores  as 
wholesalers.  "You  can  get  almost  any- 
thing there,  and  at  good  prices,"  says 
Sheryl  Rich,  a  computer  dealer  who 
stocks  her  fledgling  shop  with  items 
from  a  Comp  USA  located  some  150 
miles  from  her  home  in  Corsicana,  Tex. 

Lots  of  people  are  going  out  of  their 
way  to  shop  in  superstores.  Last  year, 
some  35  computer  superstores  sold 
more  than  $1  billion  worth 
of  PC  gear.  By  the  end  of 
1992,  the  number  of  such 
outlets  will  explode  to  135, 
and  their  sales  are  expect- 
ed to  top  $5  billion  (chart). 
"Superstores  are  going  to 
be  a  fixture  in  tlie  PC  busi- 
ness," says  Robert  Puette, 
president  of  Apple  Com- 
puter Inc.'s  U.  S.  division. 

Already  a  fixture  in 
some  14  U.  S.  cities,  Comp 
USA  is  the  country's  big- 
gest superstore  chain.  The 


A  LOS  ANGELES  SUPERSTORE:  5,000  PRODUCTS  AT  UP  TO  80%  OFF 
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SUPER  GROWTH  FOR 
PC  SUPERSTORES 

150 


lool-   NUMBER  OF 
OUTLETS 

50  - 


privately  held,  17-store  company  ex- 
pects sales  to  hit  $600  million  this  year 
and  has  three  more  locations  in  the 
works.  Founded  seven  years  ago  as 
Soft  Warehouse  to  sell  discount  soft- 
ware, it  switched  to  the  superstore  con- 
cept in  1988.  Last  year,  it  got  a  big 
boost  when  Dell  Computer  Corp.,  a  top 
seller  of  mail-order  PCs,  tapped  Comp 
USA  to  be  its  first  retail  distributor. 
So  far,  Comp  us.a.  has  succeeded 
without  the  big  three  PC 
makers:  IB.M,  Apple,  and 
Compaq.  "We  were  found- 
ed as  an  alternative  to  the 
Big  Three,"  says  Morton, 
42,  who  joined  the  compa- 
ny in  1989,  after  21  years 
in  discount  retailing. 

That  could  soon  change. 
Apple  quietly  has  been  al- 
lowing existing  dealers 
that  open  superstores  to 
stock  its  products.  And  an- 
alysts expect  the  company 
to  broaden  authorization  to 
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Other  chains — including  Comj 
USA — by  yearend.  Already,  Mi 
cro  Electronics  Inc.  in  Colum 
bus,  Ohio,  which  pioneered  th^ 
PC  superstore  concept  in  th( 
mid-1980s,  sells  the  three  ma 
jor  brands  in  its  Micro  Cente 
outlets. 

SLIM  MARGINS.  Like  any  dis 
counter,  a  superstore  thrive 
on  high  volume,  low  overhead 
and  quick  tui-nover.  "If  some 
thing  doesn't  sell  within  20  t( 
30  days,  we  discontinue  it,' 
says  Morton.  Indeed,  there' 
even  less  margin  for  error — oi 
profit — than  in  traditiona 
computer  retailing.  "Th( 
stores  have  to  be  managed  su 
perbly  100%  of  the  time 
There's  no  room  for  piddling  around,' 
says  consultant  Seymour  Merrin  ol 
Merrin  Information  Services  Inc. 

There's  nothing  piddling  about  su 
perstore  growth.  No  longer  catering 
just  to  small  businesses  and  home  P( 
customers,  they're  attracting  big-busi 
ness  buyers,  too.  Comp  USA  says  about 
35%  of  its  sales  are  made  to  corporate 
buyers,  often  through  its  new  dired 
sales  force.  Morton  says  he'll  boosi 
that  to  50%  through  support  services 
including  in-store  technicians  and  ar 
800  line  for  customers.  Also  on  his  1991 
agenda:  an  initial  public  offering. 

There  is  a  risk,  however,  that  the 
superstore  concept  could  turn  into  toe 
much  of  a  good  thing.  "You  can't  have 
a  superstore  in  every  city,"  says  Lise  J 
Buyer,  an  analyst  for  Cowen  &  Co.  ir 
New  York.  "In  Little  Rock,  Buffalo 
Rochester,  I'm  not  sure  they're  going 
to  work."  But  in  Dallas,  Columbus,  anc 
Atlanta,  they're  doing  just  fine. 

By  Stephanie  Anderson  Forest  i), 
Dallas,  with  bureau  reports 
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Today  the 
high  performance 

of  COMPAQ 
is  more  desirable 
than  ever 


Now(  our  new  price 

more  attainabk 


The  COMPAQ  DESKPRO  286\  PC  and 
COMPAQ  DESKPRO  386\  PC  are  our  most 
affordable  desktops.  Our  smallest,  too. 
They  won '/  looti  bi§  on  your  desk. 
Or  your  bottom  line. 


The  COMPAQ  SLT386Si20  PC 
packs  Intel  386SX  performance 
and  full  functionality  into  a 
battery  powered  laptop  thai 
is  as  affordable  as 
it  is  powerful. 


3 


Our  most  popular  desktops 
are  now  priced  that  wax. 
too.  From  the  COMPAQ 
DESKPRO  386s  PC 
totheCOMP.AQ 
DESKPRO  386  25e  PC 


□  m-nn-Fncrjx]EEB 


The  COMPAQ  DESKPRO  486I33L  PC 
is  for  the  power  user  who  simply 
refuses  to  compromise  on  anythingl 


re  also  making  it 
lan  ever. 


At  8.5" xW:  no  other 
notebook  packs  more 
features  into  a  design  as 
small  as  the  award-winning 
COMPAQ  LTE386SI20  PC. 
With  our  new  prices,  why 
cany  anything  else'' 


Serve  more  lor  less  with  the  COMPAQ 
SYSTEMPRO  PC  System.  It  brings 
unprecedented  performance  and  expansion 
to  a  wide  range  of  connected  environments 


For  everyone  facing  the  challenge  of  doing 
more  with  less,  help  has  arrived. 

Because  now,  all  the  most  popular 
COMPAQ  personal  computers  and  PC  systems 
are  more  affordable  than  ever. 

Our  new  prices  mean  that  millions  of 
people  can  now  discover  what  millions  of 
COMPAQ  users  already  know:  COMPAQ  PCs 
simply  work  better. 

At  Compaq,  "It  simply  works  better"  is 
not  just  a  slogan.  It's  the  goal  behind  every 
product  (and  every  component  of  every 
product)  we  build. 

Working  better  means  designing  prod- 
ucts in  response  to  people's  needs,  not  our 
own.  It  means  putting  the  latest  innovations 
to  work  to  enhance  your  investment  in  PC 
technology  not  render  it  obsolete. 

Working  better  means  ensuring  reliability 
and  compatibility  by  subjecting  our  PCs  to 
exhaustive  testing.  It  also  means  supporting 
them  the  world  over  through  our  thoroughly 
trained  dealer  network. 

Yes,  our  prices  are  now  lower.  But  our 
standards  are  as  high  as  ever.  Just  imagine 
the  impact  these  two  simple  facts  can 
have  on  your  company 

Your  Authorized  COMPAQ  Computer 
Dealer  can  provide  you  with  complete  pricing 
and  product  information.  Or  we  can  give 
you  our  suggested  resale  prices  and  the 
location  of  the  dealer  nearest  you.  Just  call 
1-800-231-0900,  Operator  152.  In  Canada, 
1-800-263-5868,  Operator  152. 

comPAa 


"Our  first  goal  as  a  bank  is 
to  help  our  customers  meet  theirs." 


New  products,  markets,  and  opportunities 

The  world  of  finance  is  changing  as  never 
before.  Each  day  brings  new  products.  New 
markets.  New  opportunities. 

But  can  you  harness  these  changes  to  meet 
your  evolving  needs? 

Our  multimarket  capabilities  can  help 

The  Sanwa  Bank  can  help. 


With  our  vast  resources,  global  presence,  and 
comprehensive  financial  services,  we  can  create 
the  products  you  need.  Uncover  opportunities 
you  overlook. 

And  put  you  on  top  of  the  world's  financial 
markets  as  never  before. 

Visit  Sanwa  today.  You'll  be  one  step  closer  to 
your  business  goals . 


Sanwa  Bank 

Sanwa  bankers  are  working  for  you  everywhere. 
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a  good  way  to  concentrate  our 
;,"  agrees  James  E.  LeGere,  vice- 
snt  for  information  services  for 
'ssland  customer  Quaker  Oats  Co. 
iputerLand,  the  biggest  chain,  re- 
focused  on  the  business  market, 
ut  it  has  gone  further  in  altering 
ategies  to  keep  up  with  the  times, 
lain  has  automated  its  inventory 
1,  slashed  overhead,  and  urged 
of  its  big-city  franchise  stores  to 
;e  to  low-cost  facilities  in  ware- 
neighborhoods  and  dispatch  their 
'orces  from  there.  Chief  Operating 
r  Ed  Anderson  jokes  that  the  new 
are  "one  step  away  from  embar- 
3nt."  But  90%  of  ComputerLand's 
ion  in  1990  U.  S.  sales  were  to  big 
ss — customers  that  sales  reps  call 
i  that  don't  come  to  a  showroom, 
son  says  corporations  do  want 
hand-holding.  "The  most  sophisti- 
:ustomers  are  saying,  'Don't  think 
ily  way  to  win  this  account  is  on 
I  want  quality  people  on  the  ac- 
[and]  support.'  " 

,  a  sizable  chunk  of  the  market 
be  lost  to  traditional  computer 
.  Businesses,  even  the  biggest  cor- 
Dns,  are  willing  to  purchase  PC 
,  which  are  sold  through  the  mail 


and  in  department  stores  and  super- 
stores. In  its  fiscal  year  ended  last  Feb- 
ruary, Dell  Computer  Corp.  sold  $262 
million  worth  of  PCs  to  corporate  buyers, 
mostly  through  the  mail.  Packard  Bell 
Electronics  Inc.,  which  sells  its  personal 
computers  through  such  mass-merchan- 
disers as  Circuit  City  Inc.,  last  year  was 
the  No.  3  seller  of  IBM  clones — after 
Tandy  Corp.   and   Compaq,  according 


If  the  PC  really  has  become 
just  another  appliance  to 
most  buyers,  the  older  chains 
face  even  tougher  times 


to  researcher  International  Data  Corp. 

Another  force  working  against  tradi- 
tional computer  stores  is  the  change  in 
personal-computer  buying.  More  than 
707<  of  big  businesses,  dealers'  best  cus- 
tomers, are  already  computerized  and 
are  buying  fewer  new  PCs.  But  only  359^ 
of  small  businesses  and  217c  of  homes 
have  PCs.  These  are  the  fastest-growing 
class  of  customers,  but  they're  too  price- 


sensitive  and  too  intimidated  to  shop  at  a 
regular  computer  store.  "Those  people 
are  shopping  for  appliances,"  says  Lise 
J.  Buyer,  an  analyst  for  Cowen  &  Co. 
"And  where  do  you  buy  appliances? 
Sears." 

BUSY  DEPOT.  They'll  also  be  buying  them 
at  superstores,  which  will  post  a  607c 
boost  in  sales  this  year.  Office-supply 
chains  are  getting  a  chunk  of  the  busi- 
ness, too.  David  I.  Fuente,  chairman  of 
Office  Depot  Inc.,  says  he  expects  com- 
puters and  accessories  to  account  even- 
tually for  257  of  his  chain's  sales.  In 
1990,  after  just  a  year  in  Office  Depot 
stores,  these  items  accounted  for  15%  of 
the  company's  $903  million  in  revenues. 

Then,  of  course,  there's  Sears,  Roe- 
buck &  Co.  The  giant  retailer  now  plans 
to  open  PC  departments  in  several  hun- 
dred of  its  regular  Sears  stores.  "We 
have  the  advantage  of  Sears  real  estate, 
distribution,  and  a  nationwide  service 
network  already  there,"  says  William  F. 
Lenahan,  the  executive  who  heads 
Sears'  computer  retailing  efforts.  Not  to 
mention  the  fact  that  his  salespeople  are 
fluent  in  plain  English. 

By  Lois  Theniev  in  Chicago,  with 
Barbara  Biiell  in  San  Francisco  and 
bureau  reports 


Vlake  all  your  business  moves  count ...  at  the  McGraw-Hill  Bookstore. 


Jlake/Mouton  Grid 
igement  and  Organization 
lopment  Series 
DERSHIP  DILEMMAS  - 
®  Solutions 
obert  Blake  and 
Adams  McCanse 
irove  human  relations  and 
ase  productivity  with  this  classic 
gement  text,  complete  with  the 
iptions,  definitions,  and 
nations  of  the  internationally 
imed  Grid®  framework. 
shed  by  Gulf  Publishing.  Co. 
)ages«'lSBN  0-87201-488-6 
15 

DISNEY  TOUCH 

a  Daring  Management  Team 

ved  an  Entertainment  Empire 

on  Grover 

ompeiling  behind-the-scenes 
at  one  of  the  greatest  business 
rounds  of  the  20th  century!  Find 
ow  Disney  developed  from  an 
company  rooted  in  the  past  into 
)f  today's  most  admired  and 
:ssful  corporations. 
ished  by  Business  One  Irn  in 
Mges'lSBN  1-55623-385-X 
)5 


ORGANIZATIONAL 
CAPABILITY 

By  Dave  Ulrich  and  Dale  Lake 
Redefine  the  art  of  managing 
people  with  this  strategic  overview 
of  organizational  capability  and 
precise  guidelines  for  putting  it  into 
action,  from  selection,  training, 
rewards,  and  development  to 
organization  design  and  corporate 
visioning. 

Published  by  John  Wiley  &  Sons 
339  pages '  ISBN  0-471-61807-1 
$27.95 

SUPERTECH 

By  Thomas  G.  Donlan 

Understand  the  technology  race 
with  this  lively  and  provocative 
study  of  how  technology  and 
economics  interact.. .the  role  of 
government  policy  and  the  U.S. 
electronics  industry. ..and  how 
Amenca  can  be  a  leader  in  the  future 
worldwide  information  network. 
Published  by  Business  One  Irwin 
362  pages '  ISBN  1 -55623-37 1-X 
$22.95 


All  the  best  books  from  all  the  best  publishers 


McGraw-Hill  Bookstore 

1 1221  Avenue  of  the  Americas 

.New  York,  NY  10020 

I  Tel.  212-512-4100  Fax:  212-512-4105 

I  YES!  Please  rush  me: 

■  Qty. 

I  Leadership  Dilemmas— 

I      Grid®  Solutions 

■  (ISBN  0-87201-488-6)  $26.95 
I  The  Disney  Touch 

(ISBN  1-55623-385-X)  $22.95 
Organizational  Capability 

I (ISBN  0-471-61807-1  )  $27.95 
 SuperTech 

I       (ISBN  1  •55623-371 -X)  $22.95 


I 


Check,  money  order,  or  credit  card  only: 
□  Visa  □  AMEX  □  MasterCard 

Card  #,  

 Exp.  Date  


Name 


Address_ 
City  


State 


-Zip. 


Please  add  applicable  sales  tax.  plus  $2  50  for  U  S 
postage  and  handling  Fax  or  phone  orders  delivered 
within  todays'  BWD-591-2 


The  Mctiiraw-Hill  Bookstore — Serving  T()day's  Professionals 
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OR  WRITE: 
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BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
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CHICAGO,  IL  60611 
FAX:  (31 2)  337-5633 


Franchising 


your  business! 

For  the  expert  help  you  need 

to  become  a  franchisor, 
call  the  franchise  specialists 

prancofp 

New  York  Chicago        Los  Angeles 

Ne.  rort         lOOl'      Olymp.j  (inOi  K  6(U5)     Loi  «ng((tl  CA  mib 

|3l2t  922-3600     (706)  481-2900     (213)  338-0600 

1-800-877-1103 


Travel/Resorts 


Kiawah  •  Wild  Ehines  pj 
Myrtle  Beach 

plus  other  Deluxe  Golf  \'acations  bv 

QOLFl^UEST 

Call  h  T  rcsen  alKins  i  ir  our  hrot  hure 
800»242«1033'l  M 
919'il67«7401  (l..rc-igni   


Cotporate  Gifts 


IVIAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  lull  color  company  logo  is  the  dial  of 
an  elegant  watch  Precision  OTZ  move- 
ment, gold-tone  case,  genuine  leather 
band  1  yr  warranty  Remarkably  inexpen- 
sive even  in  small  quantities 

Send  $16  50  ana  any  size  logo  on  letter- 
head, photo  or  artwork  We  ll  rush  you  a 
personalized  quartz  watch  sample  Ideal 
for  incentives,  premiums,  gifts, 
awards,  etc. 

UNIONWIDE  WATCHES,  INC. 

67 1  Brea  Canyon  Rd  ,  Suite  3 
Walnut,  CA91789 
(714)598-7299 
ATTN  Mr  Yale 

Money  Back  Guarantee 


Boats 


THE  POKE  BOAT* 
IPS  EVEKiTHING 
A  CANOE  ISNT. 

It  weighs  only  Call 
28  pounds.  For  toll-free 
under  $800  /r\  1-800- 
you  can  fS\ 
buy  more  /  \  0190 
than  a 
canoe 


Computers/Office  Equipment 


tfTrnflRYmflc 


INDUSTRIESINC 


Our  1 5th  year  of  DISCOUNTS 

TANDY*  COMPUTERS 

Toll  Free  800-231-3680 

2251 1  Kaly  Fwy  Katy  (Houston)  TX  77450 
1 -7 1 3-392-0747  Fax  (7 1 3)  574-4567 


Computers/Software 


Now  you  can  build  a 
high-paying  career, 
even  a  business  of 
your  own,  in  computer 
programming 

Now,  with  NR]'s  innovative  new  training  in 
Computer  Programming,  you  get  the  experience 
and  the  know-how,  the  computer  and  the  software 
to  make  it  big  in  today's  top-growth  computer 
career  field. 

Training  Includes  a  powerful  computer  system 
and  software  you  keep 

Unlike  any  other  school,  N'RI  gives  you  hands-on 
experience  with  a  fully  IBM  XT-compatible  West 
Coast  computer  s>'stem,  featuring  640K  RAM, 
2400  baud  internal  modem,  disk  drive,  monitor,  and 
invaluable  programming  software— BASIC,  Pascal, 
C,  and  COBOL— all  yours  to  train  with  and  keep. 

No  previous  experience  necessary 

With  your  NRI  mstruaor  on 
call  and  ready  to  help,  you 
use  your  computer  and 
softvvare  to  actually  design 
code,  run,  debug,  and 
document  programs  in 
BASIC.  Pascal.  C,  and 
COBOL-today's 
hottest  computer 
languages.  'You  then 
list  your  modem  to 

;  .Ik"  to  your 
inbtnii  tor.  meet 
other  N'RI  students, 
even  q.  'V,nload 
progran  through 
NRI's  exclusive 
programmers  net- 
work, PRONET. 


Send  for  your  FREE  NRI  catalog  today 

Begin  now  to  build  that  high-paNing  career— even  a 
business  of  your  own— in  computer  programming. 
If  the  coupon  is  missing,  write  to  NR]  School  of 
Computer  Programming,  McGraw-Hill  Continuing 
Education  Center,  4401  Connecticut  Avenue,  NW', 
Washington.  DC  20008 

EBM  IS  a  registered  trademark  of  International  Business 
Machines  Corp. 


r 


SCHOOLS 

McGraw-Hill  Continuing  Education  Center 

4401  Connecticut  Avenue,  NW,  Washington,  DC  20008 

YES!  Please  send  me  my  FREE  catalog 

Check  one  only: 
i  I  Computer  Programming 

[~]  Telecommunications  Q  Electncian  Q  Basic  Electronics 
I  1  Building  Construction      Q  Computer  Technician 

Name  (Please  pnnti  Age 


Cit>'/ State /Zip 


5512-05 


Capital  Available 


VENTURE  CAPITAL 

Equity,  debt  |Oint  venture  for  Corpo- 
rate start-up  or  expansion  Real  estate 
Venture  funding  No  Front  Fees 
Brokers  protected  Send  business  plan 
to  Jinn  Madden,  World  Venture 
Partners,  Ltd  ,  8703  Yates  Drive,  #200, 
Westminster  Colorado  80030  (303), 
428-1800  Fax  (303)  428-1924. 


$5,000  CASH  AVAILABL 


■ 

to  start  or  expand  your 
business.  Guaranteed. 
FREE  revealing  details. 
Write:  AMERICAN  BUSINESS 
CLUB,  301 -BB  Plymouth 
Drive,  Dalton,  GA  30721  -998^ 


Cable  TV 


1 


CABLE  TV  DESCRAMBLERS;. 

CONVERTERS,  ACCESSORIESi 

Name  Brands.  Lowest  Prices.  Best  Sen/lcei 
For  FREE  16  page  color  catalog  call    1 1 

"co'^.%"/Nr(80C)  234-1006 


Education/Instruction 


Valley  Forge.  The  Right  Steif^ 
To  Your  Son's  Success,  sl, 

We  offer  indi\idual  attention,  an  excel-  ^ 
lent  academic  program,  and  a  structured^ 
approach  to  learning.  Over  95%  of  our 
graduates  go  on  to  a  college  or  uni\'ersit\ 

•  Grade  Wels  7-12.  post-graduate  and 
junior  college 

•  Genera],  intermediate  and  advanced 
course  levels 

•  Students- to-facult\'  ratio  9-to-l 

•  T\vo  hours  of  mandatory  study  each 
night 

•  Participation  in  sports,  clubs, 
equestrian  and  flight  programs 

•  Intemationalh'  renowned  band 
and  choir 

Financial  assistance  and  scholarship 
opportunities.  800-234-VFMA 

VALLEY  FORGE 

.Americas  Foremost  ; 
MnJTARY  ACADEMY  4  l 
JUNIOR  COLLEGE  ^ 


COLLEGE  DEGRE 

BACHELORS  •  MASTERS  •  DOCTORAT 

For  Worl>.  Llle  and  Acaden 
Eiperieitce  •  No  Classroo 
Attendance  Required 

Call  (800)  423-3244^ 

or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  Universitj; 

600  N  Sepulveda  Blvd  DepI  170 
Los  Angeles,  CA  90049  USA 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
1  -800-424-3090 
(312)337-3090 
OR  WRITE: 


mmBUSINESSn^^^K 

mARKETru\a 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 

etter  Than  Lacoste  or  Ralph  Lauren! 


100%  Cortt>n.  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
uch  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
finite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 

"""^  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  BW15  ,  119N  1 1th  St.,  Greenpoint,  NY  11211 


Corporate 
Hes 

1      (150  PC.  minimum) 

3ain  recognition  from 
leckties  customized 
vith  company  logo. 

Free  literature  upon  request. 


A 


;arnard  Maine  ltd 

33  Mead  Ave.  •Cos  Cob 

CT  06807  •  U.S.A. 
t.  BW  (203)  869  3006 


isiness  Opportunities 


TRIBUTORS  WANTED 


30  year  old  electronics  com- 
'  has  developed  a  state  of 
irt  computer  aided  product 
attaches  to  any  home  or 
5  thermostat  and  cuts  heat- 
ind  cooling  bills  by  up  to 
)  per  year.  Simple  do-it- 
self  installation.  Retails  for 
95  with  one  year  money 
.  guarantee.  For  sample 
Dr  price  list  contact: 

NATIONAL  ELECTRIC 
ONTROLLER  COMPANY 

Box  3043  •  Skokie,  IL  60076 
(708)  674-7888 


a  real  estate 
iraiser! 

certification.  Approved  home 
irepare*  you  for  $100,000  +  In- 
wtentlai  FREE  BOOKLET. 

D-223-4542 

•llonal  C«ll*e*  of 

lul,  224S  Parlmeter  Park. 
IFU9,  Atlanta.  GA  30341 


KE  592%  PROFIT! 


\CLE  POLISHING  CLOTH 

^polishes  ANY  surface  like  magic 
ly'  Ternlic  10  second  demonstration'  Fast 
Blier  pays  $2  90  profit'  Big  volume  Cham 
em  Exclusive  territory 

E  SAMPLE  ""p'rKr' 

S1312-  n  .\  WASHINGTON  AVENUE 
ST  LOUIS.  MO  63103-1989  USA 

one  or  write:  314-241-8464 


Remington  Bronzes 

Now  available  to  collectors... 
Full  size,  museum  quality. 
Lost-wax,  hot-cast,  bronze 
reproductions  of  23  works 
by  Frederic  Remington 
FREE  COLOR  CATALOG 
MountjInMin  HT:29'  $695 

MUNYON  &  SONS 

1 1 19  Waveity  Hti  Dt.,  Thousand  Oaks,  CA  91380 
FAX  1  805  496-7842, 
VISA/MC/AM  EX  1  800  289-2850 
FREE  SHIPPING-SATISFACTION  GUARANTEED 


Corporate  Gifts 


IMAGE 
BUILDERS 


PROMOTE  YOUR  LOGO  ON... 


EMBROIDERED 
CAPS  AS  LOW 
AS  $4.29 
IMPRINTED 
CAPS  AS 
LOW  AS 
$2.89 


CALL  FOR  FREE  CATALOG 


The  Corporate  Choice 
800-792-2277 
In  CA  800-826-8585 

3952  Point  Eden  Way 
  Hayward,  CA  94545 


Wine  Cellars 


WINE  CELLARS  BY 

28  HANDtVIADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦MAfof  in  u s  a 

FACTORY  DIRECT  TO  YOU  ^''^JIs^(?v7r*"^ 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

YOUR 
COST 

440 

Upright 

400 

S2495 

$1695 

700 

Upright 

600 

2995 

1995 

296 

Credenza 

280 

2695 

1795 

1  14 

Compact 

114 

1395 

995 

230 

Two  Doors 

230 

1795 

1195 

700FUR 

Fur  Voulf 

8  to  10  Furs 

2995 

1995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

2995 

Designers'  non  wood  model  60  bottle  glass  door  899 


659 


Vinotemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E)  ♦  Los  Angelas,  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


Firtancial  Services 


THE  TELOFUND  REPORT 

6  Tut  Anniubzed 

46% 

Fidelity 

38% 

Vanguard 

TeloFund  ts  a  weekly 
Switch  Hotline  using 
an  extensively  tested 
computer  model. 

Free  Report 
800-12^^219 

Learn  to  Manage  Your  Money  Now 

Step  by  step  guide  to  set  up  your  own 
personalized  morey  management  system 
Includes  money  saving  tips  and  budget 
management  techniques 
$15  95  plus$3  60S&H 
Send  ctieck  or  money  order  to: 
Facilities  &  Financial  Systems,  Inc. 
P  C  Box  196 
Winfield,  PA  17889 


INSIDER 
BUY 

Insiders  are  buying 
only  one  of  these  stocks 
. .  and  dumping  all  the  rest 


Baxter  Intl.  McDonalds 

Citicorp  Microsoft 

General  Motors  Mips  Computer 

Hewlett-Packard  Proctor  &  Gamble 


Call  the  Insiders  HolLinenov^  and  re- 
ceive our  "Buy  Favorite  of  the  Month" 
-  absolutely  free.  (It  will  be  read  to 
you,  in  person,  right  on  the  phone; 
operators  are  standing  by.) 

IT'S  FREE! 
So  is  the  call:  800-327-6720 


Financial  Services 


ASK  FOR  01  R  PEACE  LIST  OFSmCKS!: 


If  you  expecl  WORLD  PEACE,  you  might  expect  a  BOOMIN( 
ECONOMY  and  possibly  Ifie  GREATEST  Bl  I.L  MARKET 
EN  ER! 

We  think  thai  after  a  short  iransilion  we  will  enter  the 
best  limes  in  human  history.  And  that  the  best  plare  to 
live  in  the  world  will  be  Ihe  I'niled  Slates. 

We  put  together  our  "PEACE  LIST  "  of  stoclts— some 
of  which  we  hope  you  will  slill  ow  n  when  you  are  »3 
years  old. 

Most  of  our  .selections  are  service  companies  lhal  make  their 
living  by  offering  SAVINGS  to  their  customers.  In  Ihe  past  Ihey  gen- 
erally prospered  both  in  good  limes  and  bad.  why?  Becau.se  in  bad 
times  their  t  lients  were  even  more  eager  for  Ihe  .SAVlNtiS  offered. 


3^ 


\  > 

^ 

Andrew  Lanyi 


THE  LANYI  DIViSIO.N 
 OF  L.\DENBL'RG.  THAL.M\NN'  &  CO.  I.NC. 

I  BWK1 

540  Madison  Avenue,  .New  York,  .NY  I0022 
Call  Tt)ll  Free  I-800-526-940I:  in  New  York  City  212-940-0272 

Please  send  me  your  "PEACE  LIST"  of  stocks! 


.Occupation  _ 


Address . 
(ily  


.  Zip . 


.  Home  Phone: 


Bus.  Phone:  

My  slot  k  holdings  total: 

over  SI  million      L  $2.V>,(MM>  io  si  million 

Ttleri-  K  ni*  4 1**,!  or  ohllM.illon.  Iiiil  v^i-  will  not  hi>n<ir  in<|iiirlr. 


13  under  sa.iO.tMMi 

ilhniil  ,1  |>h,im'  niimlK'i 
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Health/Fitness 


PAMPER  raUJl  BACK! 


Treat  yours  to  the  fabulous 
ORTHOPEDIC  MASSAGE  CUSHION 

'  Perfect  for  tired  backs  and  stiff  necks 
■  Firm  lumbar  support  for  lower  backs 

•  Soothing  massage  action  with  push  button  control 

•  Soft  corduroy  shell/thick  polyurethone  foam  filler 

•  For  car,  office  or  home  (carrying  cose  included) 

Just  S29.9S  +  S2.00  shipping  (batteries  not  included). 
Buy  two  and  save!  2  for  $S4.9S  +  $3.00  shipping. 

Send  check,  or  order  by  phone; 

Advance  Fitness 

544  Ygnacio  Valley  Road,  Suite  C135,  Walnut  Creek,  CA  94596 


Visa  or  Mastercard,  call  1*a00*955*S287 


Office  Supplies/Equipment 


Why  have  over  20,000  American  businesses  started  buving 
office  supplies  from  Wholesale  Supply  Company?' 

Take  a  look  al  a  small  sample  ot  our  pncirg  and     how  much  you  stiuuld  be  savmg. 


HP  Laser  D  Carmdge 

$74.99 

Maxell  5, 25"  DSDD  Disk,  Bx/IO 

5,24 

1"  Ring  Binder 

.89 

Standard  Staples,  Bx 

46 

because  we  offer  more  for  a  whole  lot  less! 

mi(>IJj!iS/llJj!  Call  now  for  :i  tree  catalog. 

Wholesale  Supply  Company  seUs  only  to  businesses,  }»ovemment  agencies,  schools,  and  institutions. 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 

•  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

■  Forward-tilt 
feature 


RarlfSavfr   ™EE  Color  Catilos 

ixu-K.j<tyer  1.800.251.222501  write 

25  iMfity  Ak..  Dept.  BWE.  HoUlstan.  MA  01746 


Business  Services 


RESEARCH  REPORTS 

19,278  academic  topics  available' 
Send  $2  00  for  the  306-page  ca- 
talog Custom-written  reports  also 
available  Research  Assistance, 
11322  Idaho  Ave  #206BF,  Los  An- 
geles, CA  90025  Toil-Free  Hotline 
800-351  0222  (California  213- 
477  8226) 


RUNNING  n  GOLF  EVENT? 
HERE'S  VRLURBLE  HELP 


Over  170  lee  prizes,  favors,  aw/ards  — 
65  items  tor  your  own  special  imprint 
FREE  CATALOG-CALL  OR  WRITE  TODAY 
800-334-7757     The  Golt  People 
Ask  tor  Dept  B     7215  Pebblecreek  Rd 
AK,  HI  w.  Bloomtield, 

call  313-851-4597  1^148322 


IT  PAYS  TO  ADVERTISE 
IN  THE  BUSINESS  WEEK 
MARKET-PLACE 


The     Business  Wee 
Market-Place  Section  is 
special  advertising  featun 
appearing  in  the  first  issue 
of    each    month.  The 
Market-Place  provides  an 
ideal  'Showcase'  for  ad 
vertisers      who  have 
products  or  services  thai 
appeal      to  Business 
Week's  more  than  6.2  mil 
lion  responsive  readers. 


For  rates  and  information  write: 

BUSINESSWEEK 
MARKET-PLACE 
100  East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 
or  call  (31 2)  337-3090 
or  FAX  (31 2)  337-5633 
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PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage.  Join  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 
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lANCIAL  PLANNER 
THE  MASSES 


's  Quicken  is  computerizing  millions  of  checkbooks 


-  ne  night  about  nine  years  ago, 
IScott  D.  Cook's  wife  aired  a 

complaint  tliat  would  change  his 
,  the  person  who  paid  the  bills  and 
id  the  family  budget,  she  griped 
how  time-consuming  and  disorga- 
he  process  was.  Cook,  then  a  con- 

for  Bain  &  Co.,  began  wondering 
rs  had  the  same  lament.  He  did 
•esearch  by  calling  random  num- 
'rom  the  phone  book, 
confirmed  there  was  a 
;s  in  it,"  he  says, 
look  founded  Intuit  Inc., 

$59  package,  Quicken, 
Mninates  the  market  for 
lal-finance  software. 

2  million  U.  S.  house- 
ind  small  businesses  rely 
icken  to  balance  their 
ooks,  draft  budgets,  and 
nvestments.  Only  Lotus 
md  WordPerfect  have 
I  it  in  the  PC  application- 
re  market,  says  Data- 
[nc. 

Cook,  38,  doesn't  even 
ir  his  200-employee  outfit 
vare  company  in  the  tra- 
1  sense:  "We're  a  con- 
products  company,"  he 
'The  word  'software'  is 
ed  when  we  define 
1."  Indeed,  selling 
ist  personal-finance 
;es  is  only  step  one 
k's  plan.  Step  two 
:h  more  ambitious, 
olves  automating 
of  America's  daily 
al  routine, 
example  is  the  pro- 
of  paying  bills. 
'U  has  a  feature 
iks  PCs  via  modem 
eckFree,  a  $10-a- 

service  offered  by 
-.ree  Corp.,  Columbus,  Ohio.  With 

just  turn  on  your  PC,  type  in  the 
3  amount  and  the  name  of  the  pay- 
lyone  from  your  landlord  to  your 

company.  CheckFree  whisks  the 
ation  to  the  Federal  Reserve's 
ated  clearinghouse,  an  electronic 
?  linked  to  all  U.  S.  consumer 

No  stamps  or  envelopes  needed. 


our 


Intuit  is  now  "the  McDonalds  of  per- 
sonal finance,"  says  Michael  M.  Sa- 
pienza,  Checkfree's  vice-president.  Not 
surprisingly.  Intuit,  which  collects  com- 
missions when  its  customers  join  Check- 
Free,  signs  up  about  as  many  PC  owners 
as  Checkfree  itself.  That's  why  Check- 
free  limited  its  own  checkbook  program, 
avoiding  competing  with  Intuit.  "Anyone 
in  this  business  has  to  deal  with  Scott," 


COOK:  THE  KEY 
IS  KEEPING 
THE  PROGRAM 
SIMPLE  TO  USE 


INTUIT'S  GROWTH: 
CHECK  IT  OUT 


■87     '88     89  '90 


▲  MILLIONS  OF  OOLL^IRS 

DATA;  INTUIT  INC. 


Sapienza  says.  "Either 
you  can  compete  or  take 
advantage  of  what  he 
has  to  offer." 

Some  of  the  largest 
U.  S.  banks,  many  of 
which  have  lost  big  on 
home  banking,  are  begin- 
ning to  find  that  out. 
Cook  has  already  persuaded  14  U.  S. 
banks  to  sell  an  electronic  link  to  Quick- 
en. Called  Accuret,  it  automates  the  te- 
dious monthly  process  of  reconciling 
checking-account  statements.  Instead  of 
a  paper  statement,  Accuret  banks  mail 
diskettes  to  its  subscribers,  who  are 
mostly  small  businesses.  In  a  matter  of 
seconds,  a  program  scans  Quicken's 


electronic  check  register,  identifying  and 
fixing  any  discrepancies. 

So  far.  Cook's  recipe  has  been  simple: 
He  sells  software  that  is  so  inexpensive 
and  easy  to  master  that  millions  use  it. 
Competing  programs,  such  as  Andrew 
Tobias'  Managing  Your  Money  from 
MECA  Software  Inc.,  do  much  more,  but 
they're  more  expensive  and  take  longer 
to  learn.  Cook's  consumer-products  back- 
ground— and  manic  energy — help  keep 
Intuit  in  touch  with  consumer  demands. 
Although  he's  president.  Cook  takes  his 
turn  answering  the  customer-support 
hot  line.  "At  trade  shows,  you  can  usual- 
ly find  him  working  the  aisles,  asking 
customers  how  he  can  improve  his  prod- 
uct," says  Jeffrey  Tarter,  publisher  of 
Soft-letter,  a  newsletter. 

Cook  isn't  the  typical  high-tech  entre- 
preneur. For  starters,  he  isn't  very  tech- 
nical. His  first  job  after  graduating  from 
Harvard  business  school  was 
with  consumer-product  giant 
Procter  &  Gamble  Co.  After 
getting  the  idea  for  Quicken,  he 
looked  for  a  computer  whiz.  At 
Stanford  University  he  found 
an  undergrad  named  Tom 
Proulx  (rhymes  with  true),  now 
Intuit's  vice-president  for  engi- 
neering. The  company,  started 
in  1983  out  of  Proulx's  living 
room,  was  funded  on  a  shoe- 
string— loans  from  relatives 
and  friends,  plus  some  credit- 
card  debt.  Intuit  struggled  until 
1986,  when  distributor  Softsel 
Computer  Products  Inc.  began 
carrying  Quicken.  Since  then, 
annual  sales  have  soared  from 
less  than  $1  million  to  nearly 
$37  million  (chart). 
SHREDDING  PAPER.  Additional 
growth  depends  on  forging 
more  electronic  links.  Cook  de- 
clines to  reveal  his  plans,  but 
says  it  makes  sense  to  pipe  into 
Quicken  any  financial  informa- 
tion that  now  comes  on  paper, 
such  as  stock,  bond,  and  mutual  fund 
statements.  Ultimately,  Cook  wants  all 
kinds  of  businesses — from  department 
stores  to  utilities — to  send  monthly  bills 
directly  into  Quicken-equipped  PCs,  in- 
stead of  through  the  mail. 

Cook's  success  has  not  gone  unno- 
ticed. No  less  a  force  than  mighty  Micro- 
soft Corp.  has  notified  him  that  it  in- 
tends to  compete  with  Quicken.  So  far, 
rivals  haven't  been  able  to  catch  Cook — 
mainly  because  their  products  aren't 
simple  enough.  His  real  worry  is  that 
consumers  will  stick  with  what  they  are 
used  to.  "This  is  our  main  competition," 
he  says,  holding  up  a  ball-point  pen. 

By  Evan  I.  Schwartz  in  Menlo  Park, 

Calif. 
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Social  Issues 


LUNCHTIME:  THE  JONESES  JOIN  THEIR  SON,  RICHIE,  AT  THE  COMPANY'S  LEARNING  CENTER 


BEYOND  DAY  CARE: 
THE  COMPANY  SCHOOL 


Businesses  are  aiding  school  districts — by  building  classrooms 


E; 


lach  weekday  morning,  when  Rich- 
ard and  Ellen  Jones  drive  to  their 
Ijobs  at  the  sprawling  Miami  offices 
of  American  Bankers  Insurance  Group, 
Richie,  6,  -and  Jennifer,  3,  accompany 
them.  Jennifer  attends  the  day-care  cen- 
ter next  to  ABlG's  main  building — and 
Richie  heads  for  the  company-owned 
school  nearby.  There,  teachers  employed 
by  Miami's  school  district  administer  to 
84  children  the  same  curriculum  they 
would  get  in  a  regular  public  school. 
When  classes  end  at  2:15,  Richie  goes  to 
after-school  care.  And  at  6  p.m.,  the  fam- 
ily gathers  for  its  trip  back  home. 

Time  was  when  day  care  on  the  pre- 
mises stamped  an  employer  as  progres- 
sive, but  that's  not  enough  anymore.  A 
handful  of  companies  are  joining  forces 
with  school  districts  to  set  up 
classes  inside  the  front  gates.  At 
ABIG,  the  company  provides  the 
space  and  the  students.  The  Dade 
County  Public  School  System  puts 
up  the  books,  desks — and  three 
teachers  and  two  assistants. 

The  AKIG  Learning  Center  was 
the  first  of  its  kind  when  it  opened 
four  years  ago.  Since  then,  it  has 
served  as  a  model  for  nine  other 
programs,  all  in  Florida  or  Minne- 
sota (table).  The  concept  also  has 
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caught  the  attention  of  school  boards  in 
California,  New  York,  and  New  Jersey, 
which  may  start  similar  schools.  "We're 
not  looking  to  create  islands  in  the 
stream  but  alternatives  to  the  main- 
stream," says  Frank  Petruzielo,  Dade 
County's  associate  superintendent. 

Miami  community  leaders,  frustrated 
over  tight  budgets  and  overcrowded 
classrooms,  came  up  with  the  idea. 
School  officials  approached  ABiG,  which 
had  a  reputation  as  a  leader  in  employee 
benefits.  The  insurer  agreed  to  pony  up 
$350,000  in  construction  costs,  plus  annu- 
al operating  e.xpenses  of  about  $60,000. 
Like  most  company  schools,  abig's  has 
just  three  grades — kindergarten,  first, 
and  second.  That's  because  educators 
think   kids   shouldn't   wait   longer  to 


A  COMPANY-SCHOOL  SAMPLER 


Company 

City      Number  of  students 

AMERICAN  BANKERS  INSURANCE 

GROUP 

Miami 

84 

ENERGY  DEPT. 

Clearwater,  Flo. 

36 

HONEYWELL 

Clearwater,  Flo. 

61 

MIAMI  INTERNATIONAL  AIRPORT 

Miami 

79 

TARGET  STORES 

Minneapolis 

27 

3M 

St.  Paul 

35 

switch  to  a  regular — and  bigger — schoi 

Setting  up  such  an  arrangement 
quires  compromise  by  companies 
school  districts  alike.  One  key  issue 
liability.  At  Honeywell  Inc.'s  school 
Clearwater,  Fla.,  the  district  will  pay 
to  $500,000  in  an  accident.  After  tli; 
Honeywell  picks  up  another  $500, ()' 
Dade  County  and  abig  reached  a  ca; 
by-case  solution.  For  example,  the  co 
pany  is  responsible  for  a  child  who  tri 
in  the  schoolhouse  that  ABIG  built.  But 
a  child  falls  off  a  desk,  which  the  sch( 
system  provided,  the  district  will  pay. 
QUICK  PAYOFF.  Employers  do  get  stu 
with  some  extras.  There  is  after-sch( 
care,  of  course:  At  abig,  parents  such 
the  Joneses  pay  for  it.  At  Honeyw( 
the  company  foots  the  bill,  abig 
charges  for  lunch,  while  the  Tw 
Towers  Hotel  &  Convention  Center 
Orlando,  which  provides  food  for 
guests  anyway,  picks  up  the  tab  for 
18  schoolchildren. 

Most  companies  say  it's  all  worth 
trouble.  At  abig,  tardiness  has 
nearly  eliminated  among  the  85  empk 
ees  who  bring  their  children  to  wo 
And  their  turnover  rate  was  Wc 
year — vs.  147<  for  the  rest  of  the  com 
ny.  The  school  can  also  be  a  recruiti 
tool.  "I  knew  that  by  working  at  ABK 
would  be  closer  to  my  kids  and  spe 
more  time  with  them,"  says  Ellen  Jon 
37,  an  executive  secretary  who  m 
hired  soon  after  her  daughter  was  bo 
She  and  Richard,  a  43-year-old  compu 
analyst,  can  lunch  with  their  kids 
even  go  with  them  on  field  trips. 

Still,  there  are  trade-offs  to  consic 
Jenny  Radcliffe,  an  employee  at  Tarj 
Stores  in  Minneapolis,  says  her  daugh 
Rowan,  6,  enjoys  a  low  student-teacl 
ratio  of  2  to  1  at  her  company  sch( 
"This  program  builds  self-esteem, 
[the  students]  move  along  at  their  o 
pace,"  Radcliffe  says.  But  she  won 
that  the  switch  to  public  school  could 
traumatic  for  Rowan.  "It's  not  going 
be  the  same." 

On  balance,  however,  that  may  b< 
small  price  to  pay.  Dade  County  edi 
tion  officials  say  that  setting  up  50  m 
schools  such  as  ABIG's  could  save 
district  roughly  $6  million- 
cost  of  building  a  new  school, 
encourage  more  companies, 
Florida  legislature  passed  a 
last  year  forgiving  taxes  on  pr 
erty  that  houses  a  school  set 
with  a  public  school  district. 

Company  schools  are  just 
small  solution  for  strapped  edi 
tion  budgets  and  career-domin£ 
families.  But  for  people  such 
the  Joneses,  the  idea  makes  sei 
By  Irene  Redo  in  Mu 
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AMP  Incorporated 

!o-''/n™P°r""^  §''o^^'^h  rate  since 

1936  9%  of  sales  spent  on  RD&E.  Good 
growth  expected  in  199] .  Steady  Growth 
1  hrough  new  products  and  markets  sales 
were  up  all  but  4  of  49  years  -  with  80%  of 

sales  electronics-oriented  and  75%  of  sales 
are  products  applied  by  AMP  tools  and 

J         r  ,  ,   ^>'oad Diversification- 1  ^aAino 

producer  of  eleancal/electron.c  connectors,  sells  to  vZ^l^  l^^^ 
manufacturer  of  electrical  &  electronic  equipment  (over  50  OOOl  and 
tens  of  thousands  of  customers  who  instill  th,s  eqi.pment  Subs.d 
ml^mpr"''"'  cap  b,Et,es 


Sales  (Mil.)  EPS 
1990  S3.044  $2  70 
1989  2.797  2.63 
1988  2,670  2  96 
1987  2.318  231 
'977         633  69 


DIv 

$1  36 
1  20 
1  00 
85 


records 
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Alexander  &  Baldwin 

Alexander  &  Baldwin,  Inc.  is  a  diversified 
Hawaii  corporation,  with  its  primary  busi- 
nesses in  ocean  transportation,  property 
levelopment/management  and  agribusi- 
>-ss.  In  the  past  decade,  A&B  has  enjoyed 
^  ight  consecutive  annual  increases  in  net 
income  and  five  consecutive  earnings 


—         ^wii3ci.uuvc  earnings 
nd  paid  eash  duidends  ever\-  quarter  since  1903.  Since 


1   ".-.^.^ii.^j  »^VUI\ 

1984,  A&B's  return  on  equity  has  been 
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Ameritech 

Amentech  continued  to  lead  the  six  other 
regional  telecommunications  companies, 
with  a  return  to  equity  of  16.3%,  Net 
income  was  $1.25  billion.  Ameritech  s 
fi\  e  Bell  companies  sen-e  o\  er  1 2  million 
customers  in  the  Great  Lakes  region  and 

,  .,    other  communications  businesses  pro- 

vide mobile  communications,  paging,  directories,  voice  messagi^ng 
ease  financing  and  audiotex  services.  Amentech  also  is  an  o^vner  of 

the  Telecom  Corporation  of  New  Zealand,  that  country- s    m  ^ 

principal  supplier  of  telecommunications  sen-ices      '  £=Sd 

105 


BFCE 

A  reliable  banking  partner  to  a  dvnamic 
corporate  and  institutional  clientele  oper- 
ating in  the  international  markets.  BFCE 
offers  diversified  financing  instruments 
as  well  as  new  and  highly  innovative  prod- 
ucts to  manage  pavments  in  France  and 
,   ,  ,  worldwide.    The  Bank  solves  currency 

and  interest  rate  risk  management  problems  and  provides  a  full  array 
of  investment  instruments.  BFCE  is  expanding  services  for  merger 
and  acquisition  and  equity  financing. 
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nnual  Reports  are  the  all-important 
^     report  cards  on  companies.  Know- 

ledgeable  investors  carefully  grade 
for  performance,  potential  and  conduct  of 
ess.  By  summing  up  aU  the  key  financial  data, 
as  sales,  earnings  and  dividends  paid,  the 
s  shown  in  this  Dirertory  give  you  an  invalu- 
ivestors' overview. 

m  get  the  reports  you  want  by  calling  the  800 
er  listed  in  this  special  section,  or  by  using 
ader  Service  Card  at  the  end  of  this  sectioYi.  , 


way.  Business  Week  makes  it  easy  for  you  to 
:  your  selertions  quickly,  and  fi-ee  of  chaiw. 
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Baldor  Electric  Company 

A  leader  in  industrial  electric  motors, 
Baldor  achieved  record  sales  and  record 
earnings  in  1990.  Financial  ratios  and  the 
balance  sheet  are  veiy  strong. This  Annual 
Report  highlights  v.\llik  to  customers,  and 
the  important  ingredients  of  value  that 
meet  customer  demands  and  expecta- 
tions. These  necessary  ingredients  are  high  QLiality  products,  excel- 
lent SERVic'K,  competitive  cost  and  reduced  delivery  time.  The 
Annual  Report  discusses  how  Baldor  measures  up  to  these  F""^^^ 
elements  of  value  to  customers.  {NYSE;BEZ)  ^^^^ 


Euroc 

Euroc  is  one  of  Europe's  largest  manufac-l 
turers  and  distributors  of  construction  ma-jj 
terials,  and  one  of  the  world's  biggest  ce-]' 
ment  enterprises  through  Scancem,  a  50-l| 
50  partnership  with  Aker  (Norway),  with 
operations  in  Europe,  Africa  and  the  U.SJ 
Core  products  include  cement,  precasd 
concrete  products,  ready-mixed  concrete  and  aggregates,  brick,  roof] 
tile  and  gypsum  board.   Important  growth  markets  are  the  U.K., 
Germany,  the  Benelux  countries,  Spain  and  Portugal. 

-10B 


CSX  Corporation 

CSX  Corporation  with  assets  of  $13  bil- 
lion and  1990  revenue  of  $8.2  billion,  is 
an  international  transportation  services 
company  with  principal  businesses  in  rail 
freight,  ocean  container  shipping, 
intermodal  carriage,  inland  barging,  truck- 
ing, warehousing,  distribution  and  related 
services.  The  company  also  has  interests  in  real  estate,  resorts  and 
technology.  Headquarters  are  in  Richmond,  VA. 


Frederick's  of  Hollywood  i 

Frederick's  operates  over  190  intimate 
apparel  stores  and  a  national  mail  ordei 
apparel  catalog.  In  1 990  Frederick's  eamec 
$4.2  million  or  39%  over  1989  on  a  23°/ 
sales  increase  to  $98.5  milUon.  For  the! 


first  quarter  in  1991  Frederick's  sale 
advanced  18%  to  $25,592,000  and  ne1 
earnings  rose  49%  to  $609,000.  Twenty-five  new  stores  are  planned 
for  1 991 ,  and  over  30  million  catalogs  will  be  distributed.  Frederick 
shares  are  traded  on  the  NYSE,  Symbol:  FHO.  r  1 
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Canadian  National 

Canadian  National  Railways  provides  rail- 
based  transportation  and  distribution  ser- 
vices throughout  Canada  and  northeast- 
ern United  States.  Through  subsidiaries, 
It  also  manages  and  develops  real  estate 
properties,  explores  for  oil  and  gas  in 
Western  Canada,  operates  the  CN  Tower 
in  riMoiitii.  and  |>ii'\rIcs  international  transportation  and  telecom- 
munkations  consulting  services.  Assets  total  $7  billion. 


Harsco  Corporation 


Harsco  Corporation's  12  divisions  pro 
vide  products  and  services  for  defense 
industrial,  commercial  and  constructior 
applications  from  over  280  facilities  in  3^ 
states  and  14  countries.  Operations  ait 
directed  through  its  Industrial  Service 
and  Building  Products,  Engineered  Prod 
ucts,  and  Defense  Groups.  Each  Group  in  turn  commands  a  globa 
leadership  role  in  infrastructure  rebuild  support,  gas  containment 
processing  equipment,  railway  maintenance  and  military  p^^' 
vehicle  technology. 


Cap  Gemini  Sogeti 

An  independent  and  public  group  with  19,000  employees,  is  the 
largest  computer  professional  serv  ices  company  in  Europe.  In  1990 
Cap  Gemini  Sogeti  realized  consolidated  revenues  of  FF  9. 1 7  billion 
(  +  30%)  distributed  among  the  U.S.  (CGA)  and  Europe.  Net 
profitability  after  taxes  reached  FF  623  million  (-1-17%),  which 
represents  6.8%  of  revenue.  The  company  is  registered  on  the 
Monthly  settlement  Market  of  the  Paris  Stock  Exchange  and  its 
leadership  is  acknowledged  in  all  advanced  software  technologies. 


CAP  GEMINI  SOGETI 
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Lyondell  Petrochemical 
Company 

A  $6.5  million  integrated  petrochemical 
and  refining  company,  Lyondell  is  one  of 
America's  largest  independent  refiners 
and  one  of  the  largest  domestic  produc- 
ers of  ethylene  and  propylene  used  to 
make  plastics,  fibers  and  resins.  During 
1990,  the  company  earned  $356  million  and  spent  $145  million  to 
expand  capacity  for  parax7lene,  butadiene,  methanol  and  MTBE  and 
to  acquire  a  position  in  the  polymers  market.  Quarterly  ^^^■Ji'Jii 
dividends  are  $.40  per  share.  (NYSE:LYO)  in  jr. 


SPECIAL    ADUERTISIN6  SECTION 


Minnesota  Power 

Minnesota  Power  is  a  diversified  electric 
utility  whose  primary  business  is  provid- 
ing electric  service  in  central  and  north- 
eastern Minnesota.  This  region  includes  a 
growing  forest  products  industry  and  the 
Mcsabi  Iron  Range,  the  domestic  steel 
industry's  main  source  of  pelletized  iron 
Non-electric  subsidiaries  include  BNI  Coal,  Center,  ND;  Lake 
;rior  Paper  Industries,  Duluth;  and  water  and  waste-water  treat- 
t  utilities  in  Florida  and  the  Carolinas. 


Phillips  Petroleum  Company 

Phillips'  1 990  annual  report  illustrates  the  company's  performance  in 
several  ways:  Net  income  was  at  its  highest  since  1 984,  and  company 
stock  out  performed  the  overall  market  for  a  fourth  straight  year.  Oil 
and  gas  reserves  were  up  by  8%,  while  finding  and  development  costs 
remained  low.  The  company  demonstrated  its  environmental  com- 
mitment by  introducing  cleaner-burning  motor  fuel.  Phillips  plans  to 
move  ahead  with  several  major  developments  designed  to  add  new 
production.  (NYSE:P) 


PHILLIPS  PETROLEUM  COMPANYli 


1  IB 


Lines, 


Norfolk  Southern  Corporation,  "The  Thor- 
oughbred of  Transportation,"  is  a  Virginia- 
based  holding  company  that  owns  all  the 
common  stock  of  and  controls  a  freight 
railroad,  Norfolk  Southern  Railway  Com- 
pany, and  a  motor  carrier.  North  American 
The  corporation's  1990  net  income  exceeded  $556 


on. 
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Norsk  Data 

NorskData 

Norsk  Data  is  a  computer  company  oper- 
ating in  Scandinavia,  Germany  and  the 
U.K.  The  customer-oriented  organiza- 
tion consists  of  wholly-owned  units  orga- 
nized in  two  dimensions;  Partners,  which 
have  special  expertise  within  specific  cus- 
tomer segments,  and  Suppliers,  to  deliver 

d  services.  Norsk  Data  had  total  revenues  of 

and  equity  of  NOK  900  mil. 

dardized  products  an 
K2360  mil.  in  1990 

Southwestern  Bell 
Corporation 

Southwestern  Bell  Corporation  is  a  St. 
Louis,  MO.,  based  telecommunications 
company  with  1990  net  income  of  $1.1 
billion,  revenues  of  $9.1  billion,  and  EPS 
of  $3.67.  SBC  provides  local  telephone 
service  in  a  five-state  region  and  has  one 
of  the  fastest-growing  cellular  operations  in  the  nation. 
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Symbol  Technologies,  Inc. 

Symbol  Technologies,  Inc.  is  the  world 
leader  in  bar  code-based  data  capture 
systems  with  more  than  one  million  scan- 
ners and  terminals  installed.  The  Com- 
pany designs,  manufactures,  and  markets 
bar  code  reading  equipment,  hand-held 
computers,  and  radio  frequency  data  com- 
munications products  that  are  used  as 
strategic  building  blocks  in  data  collection 
systems  tor  retail,  manufacturing,  distribution,  transpor-  r  ^ 
tation,  military,  health  care,  and  many  other  applications.  ^^^^ 


Overseas  Shipholding 
Group,  Inc. 

OSG,  one  of  the  world's  largest  bulk 
shipping  companies,  is  engaged  in  the 
ocean  transportation  of  liquid  and  dry 
bulk  commodities.  In  1990,  the  Com- 
pany completed  a  12-vessel  newbuilding 
program,  which  added  1.3  million  dead- 
;ht  tons  to  its  international  fleet.  OSG  owns  and  operates  a  fleet 
i8  vessels,  aggregating  6.4  million  dwt.  OSG's  strong  financial 
iition  and  the  prospects  for  the  bulk-shipping  markets 
detailed  in  the  Annual  Report.  [NYSE,PSE:OSG) 


TransCanada  Pipelines 
Limited 

TransCanada  PipeLines  is  a  major  North 
American  natural  gas  transportation  and 
marketing  corporation.  It  has  34  years 
experience  delivering  Western  Canadian 
natural  gas  to  markets  in  Canada  and  the 
United  States.  The  most  important 
achievement  of  1 990  was  completing  the  project  to  deliver  gas  to  the 
Northeast  U.S.  through  the  Iroquois  Gas  Transmission  System. 


V  SPEC  I  A  L    A  0  V  E  RTISING  SECTION 
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Tri-Continental 
Corporation 

With  over  $1.7  billion  in  assets,  Tri-Con- 
tinental is  the  nation's  largest  closed-end 
dixersified  equity  investment  company. 
Founded  in  1 929  and  managed  by  J.  &  W. 
Seligman  &  Co.,  Tri-Continental  remains 
committed  to  the  concept  of  quality  and 
value  in  the  selection  of  its  investments, 
and  continues  to  provide  excellent  re- 
turns to  its  stockholders. 
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CORPORATION 


TriMas 
Corporation 


TriMas  Corporation 
continued  to  grow 
profitably  in  1990, 
as  the  successful  ex- 
ecution of  operating 
and  financial  strate- 
gies produced  an- 
other year  of  record 
results.  Capitalizing 
on  their  proprietary  product  positions,  TriMas  Compa- 
nies have  become  leaders  in  developing,  manufacturing 
and  marketing  value-added  products.  1990  highlights 
include: 

■  Record  Sales:  $328  million 

■  Record  earnings  per  common  share:  $1 .32 

■  Record  cash  flow  from  operations:  $45  million 
(NYSE:TMS) 


The 
Business  Week 
Connection 

Business  Week  and  Touch  Tone  Access  Service 
allow  you  to  obtain  information  on  advertisers 
you  see  today.  In  addition  to  the  regular  reader 
service  card  opportunity,  Business  Week  offers 
this  service  to  help  you  to  get  the  information 
you  need,  when  you  need  it. 

For  Information  Fast 


Call  1-800-232-9335 

To  take  advantage  of  the  Business  Week 
Connection  follow  these  easy  steps: 

Dial  1-800-232-WEEK 
or 

1-800-232-9335 

■ 

Leave  your  name  and  address 
for  quick  response 

■ 

Enter  as  many  access 
codes  as  you  wish 


1SS 


To  obtain  your  copies  of  the  annual  reports, 
consult  the  Reader  Service  Card  in  this  directory. 


FREE  INFORMATION 
FOR  READERS  OF 

BusinessWeek 


Want  more  information  about  advertisers  in  this  issue?  If  so... 

1.  Review  the  list  of  advertisers  on  the  listing  page. 

2.  Circle  the  corresponding  number  on  the  postage-paid  reader 
service  card,  complete  the  necessary  information  and  drop  in 
the  mail. 

3.  Or,  call  toll-free  Monday-Friday,  8am-5pm  mst: 

1-800-232-WEEK 

Offer  expires  July  22,  1991. 
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Standard  &  Poor's  CreditWire,  from  McGraw-Hill.  Serving  the 
world's  capital  markets,  Standard  &  Poor's  is  the  pre-eminent 
ratings  agency.  And  without  question,  this  new  electronic 
information  service  is  the  best  way  to  acquire  the  latest  ratings 
news  and  analysis  on  the  $1.5  trillion  bond  market. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


Personal  Business 


BEFORE  YOU  SETTLE  ON 
A  RETIREMENT  COMMUNITY 


Your  parents  are  in 
their  mid-70s.  They've 
slowed  down  a  bit  and 
are  tired  of  household  chores. 
Perhaps  your  mother's  health 
is  deteriorating,  and  your  fa- 
ther wants  to  be  close  to  a 
nursing  home.  They'd  also 
like  an  active  social  life. 

They  may  want  to  look  into 
a  continuing-care  retirement 
community.  A  CCRC  provides  a 
range  of  residential,  leisure, 
and  nursing  services  on  one 
site  in  return  for  large  en- 
trance fees  and  a  monthly 
payment.  Nearly  250,000  peo- 
ple— average  age  of  82 — live 
in  700  CCRCs  across  the  U.  S. 
The  number  of  communities  is 
expected  to  double  by  2000. 

CCRCs  come  in  all  forms, 
from  big-city  high-rises  to 


one-  and  two-bedroom  cot- 
tages on  rolling  hills.  Nursing 
care  is  provided  in  a  facility 
on  the  grounds.  All  have  com- 
munal dining  rooms.  Most 
have  swimming  pools,  golf 
courses,  social  activities, 
housekeeping  services,  and 
transportation  for  shopping. 
FAIL-SAFE?  But  if  you  are 
ready  to  make  the  move,  you 
shouldn't  choose  a  facility 
without  careful  research. 
While  there  are  many  excel- 
lent communities,  the  poten- 
tial financial  perils  are  enor- 
mous. In  most  cases,  resi- 
dents do  not  own  equity  in 
their  homes,  and  if  they  move 
out,  they  could  lose  thousands 
of  dollars  in  entrance  fees. 
Some  facilities  are  in  such  bad 
financial  shape  that  they  may 


never  be  able  to  provide  the 
health  care  they  promise. 

Although  the  setting  and 
social  life  are  what  usually 
lure  residents,  CCRCs  are  basi- 
cally long-term-care  insurance 
policies.  The  large  fees  go  to 
pay  for  nursing  care  of  resi- 
dents who  need  it.  Not  all 
will,  of  course.  A  new  federal 
study  found  that  at  least  437c 
of  Americans  who  turned  65 
last  year  will  enter  a  nursing 
home  at  some  point  and  that 
25%  will  stay  at  least  a  year. 

Not  all  these  insurance  pro- 
grams look  alike,  either.  De- 
pending on  how  much  money 
you  have  and  how  risk-averse 
you  are,  you  can  choose  a 
community  that  provides  one 
of  three  levels  of  care.  Make 
sure  vou  understand  what's  in 


5ie; 


the  CCRC  contract  before 
sign.  Many  people  who 
assumed  they  would  be 
ting  all-expense-paid  nurA^ 
care  have  been  disappoir  .oi 
when  they  found  out  the 
tract  didn't  provide  for  it. 

The  most  expensive  CC 
are  "extensive,"  or  Type 
contracts,  which  provide 
limited  nursing-home  c; 
Many  also  offer  the  serv 
of  an  aide  to  assist  in  dr 
ing  and  bathing.  Accordin 
the  American  Associatior 
Homes  for  the  Aging  (AA 
the  median  entrance  fee  f 
one-bedroom  is  $58,637, 
the  median  monthly  fe( 
$871.  But  entrance  fees 
run  as  high  as  $250,000 
the  most  luxurious  faciliti 

"Modified,"  or  Type  B, 
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provide  a  specified 
t  of  long-term  care  at 
ra  charge — perhaps  60 

year.  After  that,  resi- 
nust  pay  a  daily  rate  of 
$150.  The  median  cost: 

for  the  entrance  fee 
21  in  monthly  fees, 
-for-service,"  or  Type 
munities  guarantee  ac- 
I  nursing  facilities,  but 
ts  must  pay  the  full 
ate.  Residents  are  also 
d  for  services  such  as 
and  housekeeping.  The 
1  entrance  fee  is 
;  the  monthly  fee,  $583. 

•  most  important  con- 
[lould  be  the  financial 
y  of  the  community.  A 
n  operation  for  more 
year  should  have  a  re- 
account   fur  future 

care,  and  it  should  am- 
entrance  fees  over  a 
t's  life.  If  a  community 
Dt  set  aside  enough 

it  could  face  trouble, 
m  accountant  or  finan- 
viser  review  the  most 
audited  financial  state- 

If  a  community  won't 
;  them,  shop  elsewhere. 

new  ventures,  ask 
awners,  managers,  and 
ly  track  records.  "You 
)eople  who  understand 
iustry,"  says  Ann  E. 
ie,  director  of  the  Con- 
r  Care  Accreditation 
ssion. 

)u're  satisfied  that  the 
;  in  sound  shape,  ask  a 
to  review  the  contract, 
ation  in  brochures  and 
omises  are  worth  noth- 
>fore  you  sign,  be  sure 
llowing  questions  are 
■ed  in  the  contract: 
)u're  single,  what  will 
3S  be  if  you're  trans- 
to  a  nursing  facility?  If 
married,  what  are  the 
your  spouse  is  trans- 
and  you  stay  in  your 
lent?  Will  you  have  to 
,0  a  smaller  unit? 
'  often  are  fees  in- 
i,  and  is  there  any  ceil- 
Jnder  what  conditions 
3s  raised?  You  should 

•  a  fee-hike  history, 
entrance  fees  refund- 
you  leave?  If  you  die 

t  receiving  long-term 
vill  your  estate  get  a 
?  Is  the  refund  amount 
to  the  length  of  time 


you  have  been  at  the  CCRC? 

■  Who  determines  whether 
you  will  be  transferred  to  a 
nursing  facility? 

■  How  many  meals  a  month 
are  included?  What  about 
laundry  and  housekeeping? 

Before  deciding,  visit  the 
community  and  talk  to  resi- 
dents. If  you  have  questions, 


call  your  state  insurance  de- 
partment or  office  on  aging. 
Read  Communities  for  the 
Elderly  in  the  February, 
1990,  issue  of  Consumer  Re- 
ports ($3  from  Consumers 
Union  Reprints,  101  Truman 
Ave.,  Yonkers,  N.  Y.  10703). 
Or  send  a  self-addressed 
stamped  envelope  to  the  aaha 


at  901  E  St.  N.  W.,  Washing- 
ton, D.  C.  20004  for  a  free  bro- 
chure: The  Continuing  Care 
Reti  remen  t  Co  m  m  u  n  ity. 

As  the  population  ages, 
such  communities  are  bound 
to  become  more  popular.  Pick- 
ing the  right  one  will  be  as 
difficult  as  any  investment  de- 
cision. Susan  Garland 


INSURANCE  FOR  THE  TWILIGHT  YEARS 


lany  elderly  people 
I  would  prefer  to  live — 
and  die — at  home  than  in  a 
retirement  community.  Still, 
60%  of  people  over  age  75 
need  some  form  of  long-term 
care,  and  nearly  half  of 
those  stay  in  nursing  homes 
for  about  three  years.  Cost- 
ing an  average  of  $30,000  a 
year,  long-term  care  can 
quickly  eat  up  retirement  in- 
come and  start  eroding  your 
hard-earned  assets. 

With  forethought,  you  can 
manage  those  costs  before 
they  leave  you  penni- 
less. Medicaid  will  pay 
the  bills  only  if  you 
have  less  than  $5,000  to 
your  name.  Medicare 
coverage  is  restricted 
to  150  days  of  skilled 
nursing  care,  and  only 
after  hospitalization 
for  illness.  So  insur- 
ance companies  offer 
long-term-care  policies. 
Besides  nursing  home 
bills,  they  usually  cov- 
er the  costs  of  home 
care,  from  skilled  nurs- 
ing to  nonprofessional 
help  with  daily  activi- 
ties such  as  bathing, 
dressing,  and  eating. 
PAY  AS  YOU  GO?  These 
policies  cost  a  pretty 
penny,  but  they  make 
sense  for  people  who  have 
estates  worth  less  than  $2 
million,  incomes  of  $100,000 
to  $150,000  a  year,  and  who 
want  to  leave  a  little  some- 
thing to  their  children.  If 
you're  richer  than  that, 
you're  better  off  paying  as 
you  go,  says  Ralph  Solomon 
of  financial  consultants 
Ralph  Solomon  &  Associates 
in  Boca  Raton,  Fla. 
Premiums  depend  on  your 


age  at  application  and  op- 
tions selected.  A  policy  for 
three  years  of  care  from 
John  Hancock,  for  example, 
taken  out  at  age  65  and  cov- 
ering $100  a  day  is  $2,227  a 
year.  The  same  policy 
bought  at  age  75:  $5,376. 
Both  have  20-day  elimination, 
or  deductible,  periods,  mean- 
ing you  pay  the  cost  of  your 
first  20  days  in  residence. 

Both  also  protect  against 
inflation  increases.  Higher 
per  diem  coverage  will  boost 
the  premiums;  longer  elimi- 


WHAT  TO  LOOK  FOR  IHA 
lONC-TERM-CARE  POLICY 

■  Nursing-home  and  home-care 
benefits 

■  Coverage  for  all  care  levels:  Skilled 
intermediate,  and  custodial 

At  least  three  years'  coverage 

Brief  deductible  period  before  poE- 
cy  kicks  in 

No  hospitalization  requirement 

Coverage  for  preexisting  condi- 
tions and  Alzheimer's  disease 

►  Insurer  may  not  cancel  before  end 
of  term 

►  Inflation  protection 

DATA;  RALPH  SOLOMON  &  ASSOCIATES,  BW 


nation  periods  will  lower 
them.  Initially,  policies  that 
covered  preexisting  condi- 
tions and  Alzheimer's  dis- 
ease were  hard  to  find.  But 
insurers  are  increasingly  in- 
cluding such  coverage. 

Lifetime  policies  are  costli- 
er, and  the  economics  don't 
work  in  your  favor  unless 
you  need  care  for  a  chronic 
illness.  Under  a  three-year 
policy  with  a  home-care  rid- 


er, for  instance,  a  person  can 
go  in  and  out  of  a  nursing 
home  as  many  times  as  nec- 
essary during  the  three 
years  and  be  covered  for 
skilled  care  at  home  between 
stays — the  most  usual  pat- 
tern among  the  ailing  elder- 
ly. And  premiums  don't  rise 
if  you  simply  renew  a  short- 
term  policy.  "People  are 
pretty  safe  assuming  their 
premiums  will  stay  about  the 
same,"  says  Solomon.  The 
danger  is  that  if,  say,  cancer 
strikes,  an  insurer  isn't  obli- 
gated to  renew  after 
three  years. 
ASSET  SHIFT.  Personal 
financial  planners  can 
help  you  find  alterna- 
tives for  meeting  the 
costs  of  long-term  care. 
Tax  attorney  Irwin 
Scherago  recommends 
transferring  assets  to  a 
child  or  other  trustee 
so  you  can  meet  the 
net-worth  limits  for 
medicaid.  Don't  make 
this  move  without  pro- 
fessional advice,  how- 
ever, as  it  has  complex 
tax  and  estate  conse- 
quences. 

Another  option  is 
taking  early  payout  of 
death  benefits  from 
your  life  insurance  poli- 
cy for  long-term  care.  Or  you 
can  make  a  lump-sum  depos- 
it with  a  nursing  home  to  be 
used  for  future  care  costs. 
You  can  also  use  annuity  in- 
come, and  some  fixed  annu- 
ities allow  access  to  pi-incipal 
for  medical  costs. 

Whatever  your  choice, 
don't  wait  until  the  last  min- 
ute to  make  it.  Careful  plan- 
ning is  the  best  insurance  of 
all.  Joan  Warner 
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Tax  Tips 

TAX 

EMERGENCY? 
THINK  911 


You've  put  your  tax 
worries  behind  you  for 
another  year,  you 
think,  when  the  Internal  Rev- 
enue Service  sends  you  a  nas- 
ty note.  Somehow,  its  comput- 
er shows  that  you  owe  zillions 
of  dollars  in  back  taxes,  so  it's 
going  to  freeze  your  bank  ac- 
count immediately.  Your 
mortgage  payment  is  already 
late,  and  a  day  of  frantic 
phoning  leaves  you  in  a  bu- 
reaucratic gulag. 

Nightmarish  situations 
such  as  this  happen  to  thou- 
sands of  taxpayers  every 
year.  But  even  in  the  IRS's 
eyes,  such  tax  snafus  can  cre- 
ate significant  hardships.  And 
when  they  do,  there's  a  use- 
ful, if  little-known,  way  out. 
It's  the  taxpayer  assistance 


order  'TAOi.  created  by  the 
Taxpayer  Bill  of  Rights  that 
Congress  passed  in  January, 
1989.  Meant  to  rescue  people 
in  fiscal  emergencies,  a  tao 
amounts  to  an  "internal  in- 
junction" against  iRS  action, 
says  Robert  Xath,  an  attor- 
ney with  Odin,  Feldman  & 
Pittleman  in  Fairfax,  Va.,  and 
a  tax-controversy  expert  for 
Bender's  Federal  Tax  Service. 
DEFUSED.  Few  taxpayer  pleas 
result   in   a   formal  TAO. 
That's  because  a  "good  ma- 
jority"  of   the  roughly 
16,000  people  each  year 
who    ask    for    one  get 
enough  informal  help  from 
an  IRS  problem-resolution  - 
officer  to  defuse  the  crisis, 
says  Gerald  Portney.  director 
of  tax  controversy  at  kpmg 
Peat  Marwick  in  Washington. 
There's  at  least  one  problem- 
resolution  officer  whom  you 
can  call  or  visit  at  ever\"  IRS 
district  office. 

So  how  does  this  officer  de- 
cide which  TAO  pleas  to  con- 
sider? An  IRS  manual  says 
significant  hardship  can  exist 
when  IRS  actions  might  cost  a 


taxpayer  his  or  her  job,  pre- 
vent closing  on  a  house,  stay- 
ing in  school,  obtaining  medi- 
cal care,  or  acquiring 
"reasonable  clothing  and/or 
shoes." 

In  a  reversal  of  the  usual 
burden  of  proof,  the  manual 


says  the  problem-resolutii 
officer  should  resolve  ai 
doubt  about  getting  involv 
"in  favor  of  the  taxpayer 
And  instead  of  sticking  to 
financial  facts  as  usual, 
officer  is  instructed  to  cc 
sider  whether  the  taxp: 
er  is  "overwhelmed 
the  enormitj-  of  the  1 
situation,"  as  demo 
strated  by  "crj-ing 
spair,  threat  of  persor 
harm,  etc." 
FAST  RELIEF.  No,  y 
shouldn't  try  to  fa 
tears.  TAO  officers 
notoriously  hard  to  fo 
according  to  tax  adnse: 
Besides,  melodramati 
aren't  necessan,'.  Proble 
resolution  officers  are  t 
only  people  among  120,000  I 
employees  who  are  "requir 
to  be  advocates  for  the  Xi 
payer,"  says  Portney.  T\"pic 
ly,  they  can  bring  relief  frc 
heaxy-handed  colleagues  in 
hours. 

In  an  incometax  emerg( 
cy,  you  don't  dial  911, 
course.  You  fill  out  a  for 
=  911.  Dick  Jansi 


If  falling  interest  rates 
have  you  scrambling  for 
higher  returns,  consider 
parking  some  of  your  money 
north  of  the  border — in  Can- 
ada. Yields  on  Canadian  gov- 
ernment bonds  of  five  years 
and  longer  are  around  9.5%, 
about  a  point  and  a  half 
higher  than  comparable  U.  S. 
securities.  And  the  spread 
widens  spectacularly  at  the 
short  end.  Three-month  Trea- 
suiT  bills  ai'e  paying  just 
over  9%  in  Canada — more 
than  three  points  above  the 
U.  S.  T-bill  rate. 

U.  S.  investors  made  a  lot 
of  money  in  foreign  bonds 
over  the  past  year.  But  re- 
cently, the  currencies  of 
most  countries,  including 
Japan  and  Germany,  have 
been  falling  against  the 
U.  S.  dollar.  "We've  elimi- 
nated most  of  our  foreign 
bond  positions  because  of 
the  currency  risk,"  says 
economist  Henry  Kauf- 
man, who  sen  es  as  asset 
allocator  for  the  National 
Global  Allocation  Fund,  a 
global  mutual  fund  based 


Smart  Monev 


FOR  INVESTORS,  MNADA 
IS  STILL  A  NICE  GETAWAY 


in  Greenwich,  Conn.  But  in 
Canada,  where  the  dollar  has 
remained  stable  against  U.  S. 
currency,  the  bond  market 
still  presents  "a  reasonable 
opportunitj-,"  he  says. 

That's  especially  true  if 
Canadian  rates  continue  to 
fall,  as  Kaufman  and  others 
predict.  The  resulting  price 
appreciation  could  produce  a 
total  return  of  11%  to  13% 


HIGHER  YIELDS 
UP  NORTH 


Treasury 

security 

Canodo 

U.S. 

3-MONTH  BILL 

9.06% 

5.63% 

1-YEAR  BILL 

9.12 

6.09 

5-YEAR  NOTE 

9.36 

7.66 

10-YEAR  BOND 

9.55 

8.05 

DATA:  BURNS  FRY  LTD 


over  the  coming  year,  says 
Kaufman. 

Investment  experts  advise 
sticking  to  AAA-rated,  high- 
ly liquid  government  bonds, 
called  Canadas.  in  maturities 
of  up  to  10  years.  You  can 
pick  up  an  additional  half- 
point  or  so — without  sacrific- 
ing too  much  liquidity  or 
safety — by  venturing  into 
AAA  and  AA  bonds  issued 
by  the  provinces  of  Alber- 
ta and  Ontario  and  the 
utilities  Ontario  Hydro  and 
I  Hydro-Quebec.   Zero  cou- 
pons, called  strips,  are  an- 
other easy  way  to  get 
\ields  that  are  a  half-point 
higher.  You  can  buy  any 
of  these  products  through 
most  U.  S.  retail  brokerage 
houses. 

With  their  three-plus 
point  spread,  Canadian  T- 


bills  are  the  most  attracti\  i 
interest-rate  play.  Securit 
Pacific  National  Bank  is  o 
U.  S.  seller  that  has  notic 
growing  interest  in  ther 
But  you  better  have  de 
pockets:  Most  banks  and  br 
kerages  require  a  $oO,0{ 
minimum  purchase.  (Secui 
t\-'s  minimum  is  §100,000.) 
LONG-TERM    PLAY.  Befoi 
plunging  in,  weigh  the  risl 
of  a  drop  in  the  Canadia 
dollar.  Given  the  Bank 
Canada's  stem  anti-inflatic 
policy,  no  one  expects  a  fre 
fall.  But  analysts  say 
might  slip  2<t  or  3c  from 
current  86(t-to-87e  range 
interest  rates  dip.  That  cou 
wipe  out  any  advantage 
you  hold  on  for  only  a  yea 
Most  indi\-idual  investo 
probably  won't  find  it  ec 
nomical  to  buy  currency  o 
tions  to  hedge  their  risk.  B 
with  higher  \ields  in  Canad 
you  can  offset  or  reduce  ct 
rency  losses  by  holding  on 
the  bonds  for  a  while.  Add 
up,  and  chances  are  you'll 
better  in  the  market  ne 
door.  Bill  Syrnov 


152  ? 


PERSONAL  BUSI 


Lincoln  owners 
never  run  out  of  gas. 

CAUSE  NO  MATTER  WHERE  they  are,  no  matter  what  time  of  day,  gas-or  any  other  kind  of  roadside  help-is  just  a  phone  gII  away, 
n  provides  24-hour  roadside  assistance  at  no  charge  during  the  first  year  It's  just  another  benefit  of  the  new  Lincoln  Commitment, 
a  program  that  includes  a  free  service  loaner  (or  rental  car  allowance  if  loaner  is  unavailable)  for  overnight  warranty  work 
i  a  four-year/50,000-mile  bumper-to-bumper  warranty  with  no  deductible.  Ask  your  dealer  for  a  copy  of  this  limited  warranty. 
The  Lincoln  Commitment.  Standard  with  every  1991  Lincoln.  It's  what  luxury  car  ownership  should  be. 


^rsonal  Business 


Security 

DO-IT-YOURSELF 
BURGLAR-BUSTERS 


Just  a  few  years  ago,  safe- 
guarding your  home  with 
an  alarm  system  meant 
calling  in  a  professional  in- 
staller— and  paying  $2,000  or 
more.  Now,  using  wireless 
components  from  Schlage 
Lock,  Black  &  Decker,  Ameri- 
can Telephone  &  Telegraph, 
or  others,  a  handy  homeown- 
er armed  with  a  screwdriver 
can  build  an  effective  security 
system  for  about  a  third  of 
the  cost. 

Wireless  systems  use  bat- 
tery-powered sensors  that 
send  radio  signals  to  a  control 
box.  When  an  intruder  opens 
a  door  or  window  or  steps 
into  a  protected  area,  the  sen- 
sor triggers  a  loud,  high- 
pitched  alarm  that  sounds  in 
the  house.  More  complex  sys- 


drill  the  holes  required  for  a 
wired  system.  They're  also 
good  for  homeowners  who 
plan  to  move  and  want  to 
bring  the  components  along. 

Some  security  professionals 
say  wireless  components  are 
more  prone  to  false  alarms 
than  wired  systems.  That  pro- 
duces "an  effect  like  the  boy 
who  cried  wolf,"  says  Al  Co- 
lombo, who  owned  an  alarm 
company  in  Canton,  Ohio,  and 
is  now  an  editor  at  Security 
Distributing  and  Marketing. 
But  he  notes  that  more  false 
alarms  result  from  faulty  in- 
stallation and  poor  mainte- 
nance than  equipment  prob- 
lems. So  it's  important  to 
pinpoint  the  best  sites  for  the 
sensors  and  check  for  weak 
batteries  at  least  monthly. 


THE  $250  "DELUXE  HOME  PROTEaOR":  SENSORS  AND  A  SIREN 


tems  can  also  set  off  outdoor 
sirens,  flash  lights  on  and  off, 
and  send  emergency  calls 
over  the  phone  line. 
BODY  HEAT.  A  typical  system 
for  a  three-bedroom  house 
might  require  at  least  a  half- 
dozen  sensors  on  first-floor 
doors  and  windows,  plus  sev- 
eral ultrasonic  or  infrared 
area  detectors  that  react 
when  movement  or  body  heat 
disrupts  an  invisible  beam  in- 
side the  house.  Wireless 
alarms  are  popular  among 
apartment  dwellers  who  can't 


A  $6  Radio  Shack  paper- 
back, Installing  Home  and 
Auto  Security  Systems,  cov- 
ers alarm  basics  in  nontechni- 
cal language.  Whether  you  do 
it  yourself  or  call  in  a  pro, 
installing  a  system  usually 
earns  a  reduction  of  5%  to 
15%  in  premiums  for  home- 
owner's insurance. 

Schlage  Lock  was  one  of 
the  first  marketers  to  aim  for 
the  do-it-yourself  crowd.  Its 
$420  Keepsafer  Plus  kit  has 
three  door  or  window  sensors. 
You  can  buy  additional  sen- 


sors ($34  each),  sirens  ($66), 
and  a  device  that  phones  a 
taped  message  to  an  emer- 
gency number  ($109).  Black  & 
Decker's  Deluxe  Home  Pro- 
tector kit  ($250),  with  six  sen- 
sors, sets  off  both  a  siren  and 
a  flashing  lamp. 
MORE  JUICE.  Ademco,  Code- 
Alarm,  and  other  longtime 
suppliers  to  the  security  in- 
dustry also  sell  wireless  units 
to  do-it-yourselfers  through 
burglar-alarm  dealers.  Code- 
Alarm's  System  2000,  with 
just  two  sensors,  retails  for 
$299,  for  example,  and  an 
auxiliary  outdoor  siren  is  $90. 
Professional  equipment  costs 
more  because  it  has  stronger 
transmitters  that  can  cover  a 
large  home  and  circuitry  to 
prevent  false  alarms  caused 
by,  say,  radio  signals  from  a 
cordless  phone. 

An  alarm  can  also  be  linked 
to  a  central  monitoring  sta- 
tion for  about  $20  a  month. 
Systems  offered  by  Black  & 
Decker  and  several  others 
feature  add-on  devices  (about 
$100)  that  you  plug  into  a 
phone  jack.  When  the  alarm  is 
triggered,  a  digital  code  num- 
ber flashes  on  a  computer 
screen  and  a  watchful  clerk 
phones  whatever  number  you 
designate — police  or  fire  de- 
partment, neighbors  or  office. 

Some  systems  let  you  avoid 
a  monitoring  charge  by  using 
an  automatic  dialer  that  can 
phone  the  police  directly  and 
play  a  taped  message.  But 
first  check  whether  police  in 
your  area  will  respond  to  the 


call.  Wary  of  pranks,  "soi 
municipalities  have  bann 
tape  dialers,"  says  Richa 
Bisnoff  of  Alarmingly  Safe 
Sound  in  Queens,  N.  Y.,  whifK 
runs  a  monitoring  station. 

Expect  an  occasional  fal 
alarm,  especially  until  y 
make  adjustments  for  unfo|iNi 
seen  occurrences.  For  exa 
pie,  a  dog  or  cat  can  triggei 
motion  detector  that's  aim 
too  low.  Moving  it  sligh 
higher  is  a  small  step  to  ta|Bi« 
for  protection.        Don  Du 


Worth  Noting 

■  GUIDES  FOR  GRATIS.  For 

hefty  price,  print  and  TV  a 
sell  info  on  where  to  buy  g< 
emment  property.  But  Un 
Sam  tells  you  for  free  in  o 
of  the  200  helpful  publicatic 
listed  in  its  Consumer  Infi 
mation  Catalog.  Call  719  9 
4000  to  order. 

■  MOVING  MUSIC.  For  jogge 
the  digital  display  on  Sany^ 
$50  Sportable  SPT  2000  c 
sette  player  shows  minut 
distance  covered,  and  numt 
of  steps  taken.  Just  enter  t 
length  of  your  stride,  tarj 
mileage,  and  average  pa 
and  the  unit  keeps  track 
your  progress. 

■  FINDING  FUNDS.  Many  ov 
seas  ATMS  permit  withdraw: 
only  from  checking — not  s; 
ings — accounts.  So  if  you  pi 
to  make  heavy  use  of  a  cs 
card  abroad,  transfer  su: 
cient  funds  into  checking 
fore  you  depart. 


IDs 
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<  gives  the  starting  page  for  a  story  or  fea- 
a  significant  reference  to  a  company.  Most 
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Compaq  131,  132 
CompuCom  Systems  131 
ComputerLand  131 
Conoco 

Cox  Enterprises  40 

Creditanstolt- 
Bankverein  122 

Credit  Lyonnais  SO 

Credit  Suisse  122 

Cummins  Engine  123 

Cutter  Laboratories  48 


Dana  128 
DEC  124 

Dell  Computer  131,  132 
Deloitte  &  Touche  112 
Delta  50,  66 
DePuy  48 

Durocell  Internotionol  119 


Eastman  Kodak  36 

Executive  Life 
Insurance  121 

Exxon  44 

Exxon  Chemical  128 


Fairchild  123 

Federated  Department 
Stores  50 

Fidelity  Bankers  Life 
Insurance  121 

Fidelity  Magellan  118 

First  Capital  Holdings  121 

First  Chicago  24,  123 

Fleet/Norstar  Finonciol 
Group  119 

Ford  66,  106,  123,  124 

Fox  Broadcasting  36 

G 


GAF  40,50,  118 

General  Dynamics  42 
Glacier  Vandervell  128 
GM  36,66,  123 
Grand  Metropolitan  36 

H 


Hoffmann-La  Roche  123 
Honda  104 
Honeywell  142 
Hyatt  106 
Hyundai  104 


IBM  56,66,  118,  124,  128, 
131,  132 


Inland  Steel  1 14 
Intel  118 

Intelligent  Electronics  131 

Intuit  141 

Investment  Co.  of 
America  118 


John  Hancock  151 
Johnson  &  Johnson  48 


K  mart  36 

Kohlberg  Kravis 
Roberts  119 

KPMG  Peat  Morwick  131 


Loidlow  112 
Lowgistics  106 
Levi  Strauss  106 
Lifeline  Systems  128 
Lone  Star  Industries  40 
LTV  114 

M 


Manufacturers 
Hanover  123 

Marine  Midlond  Bank  104 

Morley  119 

McCann-Erickson  36 

McDonald's  106 

MECA  Software  141 

Merrill  Lynch  66 

Metromedia  50 

Metropolitan  Life  106 

Micro  Electronics  132 

MicroAge  131 

Microelectronics  & 
Computer  Technology 
Corp.  128 

Microsoft  141 

Monsanto  106 

N 


National  114 

National  Global  Allocation 
Fund  152 

NBC  36 

NCR  39 

Nelson  Entertainment  50 
Nestle  36 

New  Line  Cinema  50 
Nippon  Steel  114 
Nissan  104 
NordicTrock  106 
Nynex  131 

P 


Pockord  Bell  131 
PocTrust  119 
PaineWebber  66 
Pan  American  50 
Pothe  Communications  50 
Perkin-Elmer  123 


Pfizer  118 
Pitney  Bowes  109 
Premier  Cruise  Lines  106 
Prime  Computer  110 
Professional  Geophysics  60 


Revlon  106 
Rexnord  123 
RJR  Nabisco  1 19 


Safeway  106 

Salomon  Brothers  40,  60 

Schlage  Lock  154 

Sears,  Roebuck  131 

Security  Pacific  National 
Bank  152 

Stew  Leonard's  109 

Stifel  Financial  42 

Stone  Container  123 

Sun  Microsystems  118 

Swiss  Bank  122 


Tandy  131 

Target  Stores  142 

The  Limited  50 

The  Sharper  Image  106 

3M  48 

Time  Warner  123 

Travelers  106 

Turner  Broadcasting 
System  36 


LJ.S.  Natural  Resources  119 

UAL  66 

Unilever  36 

Union  Bonk  of 
Switzerland  122 

Union  Carbide  50 

United  50 

USAir  66 

USX  114 


VolCom  131 
VF  123 

Voice-Tel  Enterprises  106 

Volkswagen  of 
America  104 

w 


Walt  Disney  66,  109 

Wendy's  123 

West  Coast  Video 
Enterprises  40 


Xerox  124 

z 


Zimmer  48 


Uncover  new  business 
opportunities  with  fast-growing 
high-tech  manufacturers 

Target: 

•  hard-to-find  private  companies 

•  key  decision  nnakers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new/  markets 

•  ncv/  opportunities 

•  new  partners 

•  new  investments 

Directories  •  Databases 
Mailing  Lists  •  Reports 

National/Regional/Custom 
FREE  Information  Kit:  1-800-333-8036 


® 


12  Alfred  Street,  Suite  200 
Woburn.  Massactiusetts  01801 
(617)  932-3939  •  FAX  (617)  932-6335 
TLX  497-2961  CRPTECH 


rFYOUDENOT 
REGYGUNG 
VDU'REIHROWING 


1-800-CALL-EDF 
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The  Right  Technd(®r 
At  The  Right  Time. 

Today,  business  is  operating  on  a  tough  new  agenda.  New  business 
needs  demand  new  thinking.  Sharp  Thinking  about  business 
technology  that  works  the  way  you  work  today. 


compuier  smau  enuugiuo  lu  uiyuui  uuciu«K5c,iiroi/u«^n«. 
Electronic  Organizer,  the  world's  first  desktop  full-color  fax  and  the 
high-speed  Masters  Series  Copier/Duplicator. 

Satisfying  your  demand  for  high-quaUty  products  that  meet  your 
needs  has  made  Sharp  copiers  number  one  in  customer  satisfaction. 
And  made  Sharp  the  number  one  selling  fax  brand  in  America. 

Sharp  Thinking.  It's  built  into  hundreds  of  innovative  business 
products.  It's  behind  our  comprehensive  dealer  programs  that 
provide  your  business  with  total  service  and  support  long  after  your 
purchase.  And  now  the  Sharp  National  Account  Program  (SNAP) 
offers  the  same  benefits  to  large  businesses. 

T^i^»>»..Ti^nf  ciioi.n  TKinbind  ^Qn  Ha  for  vAiir  hii<;in(><t<t. 


s  Corporatton 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS ' 


IKCASHiWtttERSiTyPtWRIlf  R5  •  fUCTROHK  ORGANJZtRS  -  FACSIMILE-  LASER  PRINT 


/estment  Figures  of  the  Wee 


TARY 

market  meandered  list- 
investors  kept  their  eyes 

the  Treasury's  quarterly 

The  Dow  Jones  indus- 
ige  fell  24  points  on 
vestors  in  both  the  bond 

markets  were  disap- 
y  lackluster  investor  in- 
he  auction  of  $13.5  bil- 
pe-year  Treasury  notes, 
the  markets  were  re- 
following  day  by  strong 

$12  billion  in  10-year 
eign  markets  were  simi- 
itinguished  for  the  week. 


STOCKS 

May  Nov. 


May      May  2-8 


BONDS 

May       Nov.       May      May  2-8 


THE  DOLLAR 

May       Nov.  Moy 


May  2-8 


■  385  1350 


■  380  1200 
378  51 


•  375  1050 


,  370  100 


Lehman  Brothers 
Treasury  Index 


1250  70 


J.  P.  Morgan 
Index 


52-week  change 
^10.4% 


1  week  change 

-0.5% 


52-week  change 

+  5.9% 


1 -week  change 
-0.5% 


52-week  change 
-1.7% 


-week  change 

0.6% 


KET  ANALYSIS 


»CKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

ilS  INDUSTRIALS 
PANIES  (Russell  1000) 
DMPANIES  (Russell  2000) 
PANIES  (Russell  3000) 

2930.9 
197.7 
174.6 
210.3 

0.0 
-0.4 

1.4 
-0.3 

7.2 
1 1.0 

8.4 
10.8 

on  DAV  TRFA^IIRV  Rill  VIFI D 
yxj-UHx   inCHjuni  dill  iiclu 

30-YEAR  TREASURY  BOND  YIELD 

S&P  500  DIVIDEND  YIELD 

S&P  500  PRICE/EARNINGS  RATIO 

5.7% 
8.2% 
3.2% 
18.0 

5.7% 
8.2% 
3.2% 
17.9 

8  0% 
8.9% 
3.3% 
15.7 

%  change  (local 

currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

1  STOCKS 

latest 

Week 

52 -week 

S&P  500  26-week  moving  overoge 
Stocks  above  26-week  moving  overage 
Speculative  sentiment:  Put/call  rotio 
Insider  sentiment;  Vickers  sell/buy  ratio 

349.9 

80.2% 
0.40 
2.23 

347.2 
80.7% 
0.43 
2.56 

Positive 
Neutral 
Neutral 
Neutral 

(FINANCIAL  TIMES  100) 
mKl\  INDEX) 
(TSE  COMPOSITE) 

2523.4 
26,309.8 
3482.0 

0.6 
-0.7 
-0.3 

16.3 
-15.0 
0.5 

ISTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC, 

EEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

% 

4-weeh 

change 

52-week 

Price 

CONTAINERS 

10.0 

16.7 

STONE  CONTAINER 

29.1 

7.1 

18% 

AND  MOTELS 

9.0 

-16.9 

HILTON  HOTELS 

16.8 

-7.7 

46  Ve 

JNICATIONS  EQUIPMENT 

8.2 

40.5 

ANDREW 

13.1 

56.4 

36% 

REGIONAL  BANKS 

7.4 

9.7 

FLEET/NORSTAR  FINANCIAL 

51.9 

27.0 

25^/4 

'ORTATION  SERVICES 

7.1 

-21.8 

FEDERAL  EXPRESS 

9.0 

-28.3 

38 

EEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stcKk  in  group 

% 

4-week 

change 

52-week 

Price 

MENTATION 

-11.1 

4.3 

HEWLETT-PACKARD 

-12.2 

0.8 

451/8 

TER  SYSTEMS 

-9.4 

-7.0 

WANG  LABORATORIES 

-30.3 

-34.3 

2% 

INE  INSURERS 

-9.3 

5.2 

AMERICAN  INTERNATIONAL  GROUP 

-12.3 

25.8 

88  V2 

ma  BROKERS 

-8.3 

1 1.4 

ALEXANDER  &  ALEXANDER 

-17.1 

-10.3 

21% 

V\INING 

-8.3 

-18.0 

ECHO  BAY  MINES 

-11.8 

-26.4 

8% 

UAL  FUNDS 


MORNINGSTAR  INC 


i 

total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

Y  STRATEGIES 

13.8 

FIDELITY  SELECT  COMPUTERS 

-8.5 

DM  REGIONAL  BANK 

6.6 

SHERMAN  DEAN 

-8.2 

FY  SELECT  PAPER  8.  FOREST  PROD. 

6.6 

STRATEGIC  GOLD/MINERALS 

-7.6 

total  return 

% 

52-week  total  return 

% 

FY  SELECT  BIOTECHNOLOGY 

FY  SELECT  HEALTH  CARE 

FY  SELECT  MEDICAL  DELIVERY 

87.2 
71.4 
68.1 

STRATEGIC  GOLD/MINERALS 
McKEEVEP  TOTAL  RETURN 
STRATEGIC  INVESTMENTS 

-35.5 
-35.2 
-34.4 

S&P  500 
4-weeli  total  returt 


[j  Average  fund 
52-week  total  return 


fflVE  PORTFOLIOS 


DATA  RESOURCES  INC 


mounts 
It  the  present 
•  $10,000 
I  one  year 
ach  portfolio 

ges  indicate 
total  returns 


Treasury  bonds 
$11,738 

-0.52% 


<#     ^  m 


U.  S.  stocks 
$11,138 

+  0.52% 


Foreign  stocks 
$10,710 

+  1.18% 


Money  market  fund 
$10,638 

+  0.12% 


Gold 
$9,608 

+  1.37% 


n  this  page  ore  os  of  market  close  Wednesday.  May  8,  1991,  unless  otherwise  indicoted. 
oops  include  S&P  500  compomes  only;  performance  and  shore  prices  ore  os  of  market  close 


May  7.  Mutuol  fund  returns  ore  as  of  May  3-  Relative  portfolios  ate  valued  as  of  May  7.  A  more  detailed 
explanation  of  this  poge  is  ovoilable  on  request 


BUSINESS  WEEK/MAY  20,  1991  157 


GET  UNIVERSITIES 
BACK  ON  THE  DEAN'S  LIST 

The  research  university  is  one  of  America's  great 
strengths,  a  bastion  of  cutting-edge  science  and 
top-notch  education.  But  these  exalted  institutions  are 
falling  on  tough  times.  And  because  many  of  their  prob- 
lems are  of  their  own  making,  it's  hard  to  muster  much 
sympathy. 

The  sad  story  (page  124)  goes  something  like  this:  For  the 
past  decade  or  so,  Uncle  Sam  has  been  particularly  generous 
to  university  science,  giving  away  $8.5  billion  in  1989  alone. 
Research  universities  grew  like  weeds,  spending  federal  dol- 
lars to  add  more  scientists  and  build  new  laboratories.  But 
since  each  new  researcher  attracts  graduate  students,  each 
of  whom  begins  to  clamor  for  grants,  the  process  can't 
continue  indefinitely.  Now  we  have  the  sorry  spectacle  of 
eminent  scientists  complaining  about  a  crisis  in  funding  at  a 
time  when  support  actually  continues  to  increase.  They  don't 
seem  to  realize  that  neither  they  nor  their  acolytes  have  an 
inalienable  right  to  dine  from  the  federal  trough. 

That's  not  all.  During  this  period  of  growth,  universities 
have  tended  to  neglect  basic  maintenance  and  renovation  of 
existing  labs,  creating  a  real  crisis  in  facilities.  In  the  past 
year,  two  additional  blows  have  hurt  the  universities'  credi- 
bility. The  notorious  case  of  Nobel  laureate  David  Baltimore, 
who  co-authored  a  paper  shown  to  be  based  on  false  data, 
has  starkly  highlighted  the  failure  to  adequately  prevent 
misconduct  and  misuse  of  federal  research  dollars.  So  has 
the  scandal  of  indirect  costs.  In  most  cases,  universities 
haven't  done  anything  illegal.  But  they  should  know  better 
than  to  bill  Uncle  Sam  for  parties,  plane  rides,  or  the  lobby- 
ing costs  of  the  Baltimore  case. 

It's  time  for  universities  to  reenter  the  real  world.  They 
can  no  longer  assume  that  taxpayers  will  foot  the  bill  for 
endless  expansion,  more  empire  building,  or  lavish  perks. 
It's  time  for  more  accountability  and  a  return  to  basics.  In 
most  cases,  that  probably  means  pruning  some  departments 
in  order  to  concentrate  on  areas  of  strength.  And  it  means 
putting  the  university's  primary  mission — education — ahead 
of  devoting  increasing  shares  of  resources  to  federally  fund- 
ed research.  We  have  some  of  the  world's  best  universities — 
let's  keep  it  that  way. 


EARTH  TO  CONGRESS: 
SCRAP  THE  SPACE  STATION 

It's  time  for  Congress  to  bite  the  bullet  and  cancel  the 
Freedom  m.anned-space  station.  Conceived  in  1984  during 
the  Reagan  Administration  to  be  a  permanently  manned 
"hotel"  in  space  costing  only  a  few  billion  dollars,  it  is 
rapidly  turning  into  a  $100  billion  bed-and-breakfast.  Pro- 
ceeding with  the  program  is  a  bad  idea  the  nation  can't 
afford. 

The  original  purpose  of  the  manned  space  station  was 


to  serve  as  a  jumping-off  point  for  programs  to  colonize  t 
moon  or  send  astronauts  to  Mars,  either  program  to  ci 
several  hundred  billion  dollars.  The  station  also  was 
function  as  a  limited  research  platform.  The  reasons  behi 
both  objectives  have  largely  evaporated.  The  colonizat 
effort  makes  no  sense  because  no  one  can  justify  such  hu 
expenditures  for  benefits — if  any — that  are  only  margir 
And  the  continuous  downscaling  of  the  station  to  ma 
smaller  appropriations  has  left  it  virtually  useless 
research. 

To  be  sure,  we  need  space  research  so  that  new  techi 
ogy  developed  can  be  pumped  into  U.  S.  industry  and  helj 
regain  a  competitive  edge.  But  there  are  far  better  £ 
cheaper  ways  to  do  it — such  as  unmanned  space  platfon 
which  can  be  periodically  tended  by  the  manned  space  sh 
tie.  These  research  projects  could  be  started  soon,  wl 
Freedom  wouldn't  be  ready  for  nearly  a  decade.  Thj 
important  in  the  space  research  race  under  way  with  Gen 
ny  and  Japan. 

Keeping  the  space  station  program  going  means  t 
more  beneficial  earthbound  projects  can't  be  undertak 
Congress  should  do  taxpayers  as  well  as  the  national  sp 
program  a  service  by  ending  it  now. 


SOAKING  THE  RICH 
COULD  SOAK  US  ALL 

With  Desert  Storm  behind  us,  we  dared  hope  t 
Congress  would  keep  the  pressure  on  gov( 
ment  spending.  Instead,  a  few  Democrats  on  C 
itol  Hill  have  renewed  their  calls  to  soak  the  rich.  J 
consider  the  economic  impact  of  raising  tax  rates  while 
nation  is  trying  to  claw  its  way  out  of  recession. 

The  latest  scheme,  put  forward  by  Presidential  hop( 
Senator  Albert  Gore  Jr.  (D-Tenn.)  and  three  House  m 
bers,  would  create  a  new  35%  top  income-tax  rate  and 
pose  an  11%  surtax  on  the  richest  taxpapers  to  give  xr 
generous  tax  credits  to  working  parents  (page  38).  This 
bum  idea.  To  propose  increasing  taxes  on  the  group 
Americans  who  account  for  the  most  discretionary  spenc 
just  as  we  are  trying  to  spend  our  way  out  of  recession  i 
stand  reason  on  its  head.  And  don't  forget  that  in  this  ag 
multiple-income  families,  an  increase  in  the  taxes  of  tl" 
million  U.  S.  families  with  taxable  incomes  above  $110 
includes  much  of  the  not-so-rich  upper-middle  class,  witi 
very  high  spending  propensity. 

Any  tax  legislation  incorporating  Gore's  scheme  h 
certain  veto,  but  it  would  be  heartening  if  the  Democ: 
themselves  recognized  its  folly.  Let's  hope  their  tax-draf 
leadership,  already  leery  of  adding  to  the  party's  "tax-; 
spend"  rap,  pigeonholes  this  one  as  a  nonflier.  This  is 
to  say  that  the  aflfluent  don't  get  some  unfair  breaks: 
excessively  generous  deduction  cap  of  $1  million  on  rc. 
gage  interest,  deductions  of  mortgage  interest  on  sec 
homes  (including  yachts),  even  child  care  payments  for  a 
ent  parents  who  work.  But  raising  tax  rates  on  multj 
income  families  would  be  an  outrage,  particularly  in  a  f|i 
ile  economy.  | 
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le  language  may  be  difficult, 
le  food  may  be  different, 
le  customs  may  be  unfamiliar, 
jt  making  a  phone  call  back  to  the 
;s  can  be  easy 

St  dial  the  special  AT&T  USADirect® 
ss  number  for  the  country  you're  in. 
ithin  seconds,  you're  in  touch  with 
T&T  Operator  in  the  U.S.  who  can 
I  you  complete  your  call. 


Use  your  AT&T  Calling  Card  or  call 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

Only  AT&TUSADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  way  that  AT&T  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


So  call  1  800  874-4000  Ext.  4l5 

for  a  free  information  card  listing  AT&T 
USADirect  access  numbers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territorv 


AT&T  USADirect  Service. 

"lOLir  expres.s  connection  t( )  AT&T  smice. 


OAT&T 


ATgT 

The  right  choice. 


Y)urEmmUlsleSeat.  ■ 

No  blarney.  You  can  reserve  an  isle  seat  on  Delta  to  Dublin  or 
Shannon  any  day  of  the  week.  To  32  international  destinations  on  three.    .  \ 
continents,  no  airline  goes  fardier  to  make  you  feel  at  home. 
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The  fumre  of  data  transmission  and  retrieval 
is  extremely  bnght. 

And  blindingly  fast.  In  a  recent  test  of  optical 
fiber  technology,  Hitachi  achieved  a  world-record 
data  transmission  capacity  of  40  gigabits  per  second. 

Think  of  it  as  pushing  40  billion  units  of 
information  —  25  times  the  amount  possible  with 
exisung  1.6  gigabit  technology  —  through 
600,000  telephone  lines. 

Do  y^u  really  need  such  awesome  capability? 

Emergi  |g  communications  media,  such  as 
broad  band  Integrated  Services  Digital  Networks  — 
or  B-ISDN  -  uemand  it. 

lyyi  Hilaihi  Ltd  Tokv'   Japan  All  nghcs  reserved 


These  networks  interactively  transmit  data, 
voice  and  video,  and  will  someday  make  it  possi 
ble  to  carry  on  a  video  conference  with  colleague 
scattered  around  the  world  while  seated  at  your 
workstation. 

Of  course,  that's  in  the  future.  You  also  need 
a  way  to  manage  information  today. 

Hitachi  CD-ROM  systems  can  help.  They  us 
CDs  similar  to  those  that  hold  music.  But  these 
CDs  are  part  of  a  system  that  stores  and  reads 
data,  voice  and  visual  information  by  laser  beam 
The  capacity  of  one  CD  is  comparable  to  600 
floppy  disks. 


\nd  the  power  to  find 

he  information  you're  looking  for 

n  0.3  seconds. 


We're  currently  giving  individuals  a  link  to  the  world  of  Information. 


"he  applications  for  CD-ROM  systems  are 
ingly  endless.  One,  for  example,  gives  access 
2  title  of  every  book  in  every  library  in  North 
rica. 

mother  presents  an  entire  encyclopedia  to 

m\h  images  and  sound. 

nformation  is  accessed  m  0.3  seconds, 

urrent  industry  benchmark.  And  reliability  is 

red,  m  part,  by  new  technology  which 

ally  eliminates  the  possibility  of  dust  entering 

ystem. 

iitachi  is  a  world  leader  m  optical  data  trans- 
ion,  storage  and  retrieval,  as  well  as  being 


the  name  beliind  a  wealth  of  products  for  home 
and  industrial  use. 

With  16,000  full-time  researchers  and  a  year- 
ly R&D  commitment  of  US$2.7  billion,*  we're 
working  on  a  lot  of  bright  ideas. 

•L'SS2,718  million,  net  k6iD  expenJiiure?.  lor  the  vt.ir  ending  Mareh  31  NQO  L'sSl  =  ¥158 

For  more  mfoinuUion  about  the  CD-ROM  systems,  call  toll-free 
1-800-HnACHl. 

0  HITACHI 
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Mei^elthTrafficltho 


1] 


Blenfchtolt.:^^::;: 

V^_^  Iroiii  cNcrvonc's  ollicc.  In  any  ol 


E 


vciy  mornitig  it's  iht-  saiiu": 
voii  jump  into  vourcar,  make  a 
leu  Iclts,  make  a  lew  ri'fhts. 


and  imisclc  your  \\a\  onto  the  higli- 


In  any  ol 
car,  this  routine  might  (|ui('kly 
come  tiresome. 

01  course,  thats  precis 
vvh\  the  l.cxus  LS4()0  was  creal 


the  ordinary  from  slipping 
nundane. 

ir  while  any  car  can  be 
d  to  battle  the  masses,  the 
was  also  designed  to  please 
idual.  Perhaps  that's  why  peo- 
know  cars  consider  it  a  great 
aile  rather  than  the  newest 
mbol. 

st  ask  the  experts.  Since  day 
y Ve  maintained  theres  noth- 


ing on  the  road  c|uite  like  a  Lexus. 

This  theory  is  easily  supported. 
All  you  have  to  do  is  put  your  foot 
on  the  gas.  The  automobile's  250-hp 
V8  will  keep  you  from  being  intimi- 
dated by  traffic. 

Its  looks,  of  course,  will  keep 
vou  from  being  conlused  with  it. 

® 

The  Relenths  Pursuit  Of  Perfection. 
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PRODUCTION 

Change  from  last  week:  0.4% 
Change  from  last  year:  -4.8% 
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The  production  index  posted  a  modest  gain  during  the  week  ended  May  4,  On 
o  seasonally  ad|U'iied  basis,  output  of  autos,  crude-oil  refining,  lumber,  trucks, 
electric  power,  and  cool  all  increased.  Steel  production  and  rail-freight  traffic 
declined.  Paper  and  paperboard  also  declined  for  the  latest  week.  Before  calculation 
of  the  four-week  moving  overoge,  the  index  rose  to  172.6,  from  171.9  in  the  week 
before 

BW  production  Index  copyright  1991  by  McGraw-Hill  Inc. 


The  leadinq  index  was  virtually  flat  for  the  week  ended  Moy  4,  as  the  indicators 
give  few  signals  of  the  economy's  recovery.  In  the  latest  week,  lower  bond  yields 
and  a  smaller  decline  in  materials  prices  offset  slightly  lower  stock  prices  and  slower 
growth  in  M2  and  real  estate  loans.  The  number  of  business  failures  was  unchanged 
from  the  previous  week.  Before  colculotion  of  the  four-week  moving  average,  the 
index  fell  to  215.4,  from  215.9. 

Leading  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week  ' 
ago 

'o  Change 
year  ago 

STEEL  (5/1 1)  thous.  of  net  tons 

1,581 

1,565# 

-19.2 

AUTOS  (5/11)  units 

1 15,248 

1 15,732r# 

-18.1 

TRUCKS  (5/11)  units 

68,259 

78,069r# 

-25.8 

ELEaRIC  POWER  (5/l  1)  millions  of  kilowatt-hours 

51,442 

51,197# 

0.6 

CRUDE-OIL  REFINING  (5/1 1)  thous.  of  bbl./day 

13,522 

1 3,350  # 

3.8 

COAL  (5/4)  thous.  of  net  tons 

19,154# 

18,844 

-3.5 

PAPERBOARD  (5/4)  thous.  of  tons 

734.6# 

759.3r 

-1.7 

PAPER  (5/4)  thous.  of  tons 

722.0# 

744.0r 

-4.7 

LUMBER  (5/4)  millions  of  ft. 

514.9# 

496.7 

-0.6 

RAIL  FREIGHT  (5/4)  billions  of  ton-miles 

18.8# 

18.7 

-7.4 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst,,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  Americon  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Railroods. 

FOREIGN  EXCHANGE 

LotesI 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (5/1 5) 

138 

138 

153 

GERMAN  MARK  (5/15) 

1.69 

1.73 

1.65 

BRITISH  POUND  (5/15) 

1.75 

1.72 

1.69 

FRENCH  FRANC  (5/1 5) 

5.73 

5.85 

5.56 

CANADIAN  DOLLAR  (5/15) 

1.15 

1.15 

1.17 

SWISS  FRANC  (5/15) 

1.42 

1.46 

1.40 

MEXICAN  PESO  (5/15)^ 

2,989 

2,987 

2,826 

Sources:  Ma|or  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U 

.  S.  dollar,  e 

xcept  for 

PRICES  - 

lotest 
week 

Week  ' 
ago 

%  Change 
year  ago 

GOLD  (5/ 1  5)  $/troyoz. 

359.850 

356.900 

-2.7 

STEEL  SCRAP  (5/M)  #  l  heavy,  $/ton 

95.00 

95.00 

-14.8 

FOODSTUFFS  (5/13)  index,  1967=  100 

203.7 

205,3 

-1 1.6 

COPPER  (5/1  l)c/lb. 

107.4 

1 1 1.2 

-14.1 

ALUMINUM  (5/1  l)«./lb 

60.6 

61.9 

-16.2 

WHEAT  (5/11)  #2  hard,  i,-'bu. 

3.02 

2.95 

-24.1 

COTTON  (5/1 1)  strict  low  middling  1-1/16  in.,  ^/Ib. 

82.74 

81.92 

13.9 

Sources:  London  Wed.  final  setting,  Chicogo  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Konsos  City  mkt.,  Memphis  mkt. 


latest 
week 

Week 
ago 

%  Chang 
year og 

STOCK  PRICES  (5/10)  S&P  500 

378.98 

378.12 

10. 

CORPORATE  BOND  YIELD,  Aaa  (5/10) 

8.83% 

8.83% 

-7. 

INDUSTRIAL  MATERIALS  PRICES  (5/10) 

98.0 

97.0 

-5.1 

BUSINESS  FAILURES  (5/3) 

410 

411 

51.: 

REAL  ESTATE  LOANS  (5/1)  billions 

$403.9 

$403.7r 

9.: 

MONEY  SUPPLY,  M2  (4/29)  billions 

$3,377.4 

$3,384.0r 

3. 

INITIAL  CLAIMS,  UNEMPLOYMENT  (4/27)  thous 

455 

500 

30.. 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  Dun  i 
Bradstreet  {failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasor 
ally  adjusts  data  on  business  failures  and  real  estate  loons.  i 

 1 

1  MONTHIY  ECONOMIC  INDICATORS 

%  ChangM 

latest 

Month 

month 

ago 

year  agfl 

INDUSTRIAL  PRODUQION  (Apr  )  total  index 

105.1 

lOS.Or 

-3.M 

CAPACITY  UTILIZATION  (Apr ) 

78.3% 

78.5% 

-5.J| 

CONSUMER  PRICE  INDEX  (Apr ) 

135.2 

135.0 

PRODUCER  PRICE  INDEX  (Apr.)  finished  goods 

121.1 

120.9 

3.:| 

Sources:  Federol  Reserve  Board,  BLS  H 

NIONETARY  INDICATORS  1 

latest 
week 

Week 
ago 

%  ChongA 

year  aguH 

MONEY  SUPPLY,  Ml  (4/29) 

$840.3 

$841. 3r 

4.:|| 

BANKS'  BUSINESS  LOANS  (5/1) 

318.3 

316.9r 

-i.M 

FREE  RESERVES  (5/1) 

1,102r 

653r 

79  i 

NONFINANCIAL  COMMERCIAL  PAPER  (5/1) 

153.2 

151.8 

2.E  , 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves 
a  two  week  period  in  millions). 

which  ore  expressed  foM 



MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (5/14) 

5.85% 

5.79% 

8.16% 

PRIME  (5/15) 

8.50 

8.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (5/14) 

5.93 

5.92 

8.20 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/1 5) 

5.92 

5.90 

8.29 

EURODOLLAR  3-MONTH  (5/1 1) 

5.94 

5.98 

8.39  1 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Row  data  in  the  production  indicators  ore  seosonolly  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  mochinery  and  defense  equipmentfl 
=  Western  Wood  Products  Assn.        2  =  Southern  Forest  Products  Assn.        3  =  Free  market  value        NA  =  Not  avoiloble        r  =  revised        NM  =  Not  meaningful 
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rhe  only  pointer  you'll  need 
on'^aows  Computing. 


The  Microsoft'  Windows"  graphical 
ivironment  has  become  incredibly  popular 

And  not  surprisingly  the  best  way  to 
St  around  the  Windows  environment  and 
Dplications  is  with  a  Microsoft  Mouse. 

With  well  over  6  million  of  our  mice 
1  the  field,  so  to  speak,  you  could  say  it's 
ecome  an  industry  standard.  In  fact  it's 
een  so  well  received,  it  has  even  won  the 
'C  Magazine  Editors'  Choice  award. 


And  since  it  comes  from  Microsoft, 
you  are  assured  of  unquestionable  quality 
Not  to  mention  reliability. 

Give  us  a  call  at  (800)  541-1261,  De- 
partment R06,  and  ask  for  the  name  of  the 
dealer  nearest  you.  Then  go  check  it  out 
for  yourself.  We  think  you'll  see  our  point. 

Mkmsoft 

Making  it  all  make  sense" 


'97  MKrosoft  Corporation.  All  rights  resen>ed.  Printed  m  the  US.A  Inside  the  50  United  States,  call  (800)  5411261.  Dept  R06:  outside  the  5G  United  States,  call  (206)  936-8661.  Customers  tn  Canada,  call  (416)  568-3503.  Microsoft  and  the 
'osoft  logo  are  registered  trademarks  and  Maki:)g\t  al\  make  ssT)se.  the  Microsoft  Mouse  design  and  Windows  are  trademarks  of  Microsoft  Corporation.  The  Microsoft  Mouse  design  is  protected  by  U.S.  Design  Patent  No.  302,426. 


A  SCOTCH  TO  IMPMESB 


irity.  Sophistication.  Taste.  All 
characteristics  much  admired  in  fathers,  and 
coincidentally,  in  fine  Scotch.  Specifically,  in 
Ballantine's  Finest,  a  smooth,  mellow,  yet 
full-flavored  blend.  Matured  in  oak.  Blended 
with  sophistication.  True  Scotch  taste  present 
and  accounted  for  in  every  sip. 
Very  impressive. 


THE  TRUE  TASTE  OF  SCOTCH' 


6B-CA 


ntines  Blended  St..  '  ii  Whisky  4  3%  Ale  /Vol  (86  proof)  ©  1990  Maidstone  Wine  &  Spirits  Inc  ,  Los  Angeles,  CA 


How  TO  Choose  How  to  Choobe 

A  Scotch  to  Impmes©  A  scotch  to  Impress 

YouM  Fathem-ik-law.  Youm  Tabte  Buds, 


i  ou  actually  like  your  father-in-law. 
Vhen  you  come  over,  he's  pleased  to  see 
,  and  not  just  because  you've  brought  his 
ghter.  He's  interested  in  your  work,  your 
len,  even  your  opinion.  He  shows  you  his 
5t  project  and  solicits  your  advice  (although 
gnores  it  later). 

ind  he  pours  you  a  nice  glass  of  Scotch 
hout  waiting  for  you  to  ask.  His  brand? 
antine's  Finest.  A  sophisticated  blend  of 
superb  single  malt  Scotch  whiskies  and 
most  popular  Scotch  in  Europe. 
L  real  gentleman,  your  father-in-law. 
o  the  next  time  you  visit,  make  the  right 
ression  by  employing  the  Golden  Rule, 
ng  with  his  daughter,  bring  him  a  bottle 
lallantine's  Finest. 

V^hen  you  touch  glasses,  murmuring  an 
reciative  toast,  savor  the  moment  contem- 
ing  the  woman  whose  life  you  share.  Then 
the  golden  spirit  and  drink  in  the  smooth, 
low  flavor  with  a  hint  of  peat  and  a  breath 
moke. 

ou'll  both  be  glad  that  you  married  into 
clan. 


n  the  homes,  pubs  and  hotel  bars 
of  Scotland  there  is  a  time-honored 
ritual,  handed  down  from  father  to  son, 
for  the  enjoyment  of  Scotch  whislcy.  It 
involves  clean  glasses, 
moderate  amounts  of  the 
amber  nectar,  and  a  pen- 
chant for  spirited  conver- 
sation. The  latter  being 
just  as  essentia 
Biilliintiiie's  either  of  the  former 
hiiiesi:  Good  Once  the  drinks  are 
tenle  ill-  poured  and 
ihilleJ  iind  pleas- 
iiiiiiiitiiiiied  antries 
exchanged,  the  typical 
debate  begins. 

One  rather  opinion 
ated  participant  firmly 
maintains  that  the  best 
single  malt  Scotch 
whisky  comes  from  the 
fiighlands.  Another 
IS  adamant  in  support 
of  the  Orkney  Island 
whiskies  from  the  far 
north.  For  another 
nothmg  but  a  softer, 
sweeter  Lowland 
m  alt  wiU  do ,  while 
a  staunch  advocate 
of  the  bold,  peaty 

flavor  of  Islay  xn-The  Royiil  Scottish 
sists  on  being  heard.  Dehtiling  Society. 
Being  Scots,  each  Learn  from 
remains  the  exfierti. 
convinced  that  his  opin- 
ion is  correct,  in  perpetuity. 
Of  course,  when  all  is 
said  and  done,  many  prefer 
a  blended  Scotch  like 
//  your  favor-  Ballantine's  Finest 
ite  establish-  Because  Ballantine's 
ment  doesn't  blends  42  of  the 
yet  serve  top  single  malts 

Ballantine's.     from  all  over 
drop  IIS  a  line.  Scotland,  the 
taste  of  the  Finest  tends  to 
resolve  disputes  in  a  most 
diplomatic  manner 

But  how  IS  the  well-inten- 
tioned American,  who  is  not 
born  in  a  land  of  peat  and 
heather,  to  form  an  opinion 
about  Scotch?  A  good  place 
to  start  is  right  in  your  own 
home  First,  free  yourse 


1 


Can  you  detect  the  subtle 
fragrance  oj  heather/ 
from  distractions.  Now  pour 
a  healthy  shot  of  Ballantine's 
and  let  your  senses  take  over  \ 

Swirl  it  around,  feeling  the  heft 
of  the  glass  as  the  golden  liquid  shifts 
from  side  to  side.  Notice  the  malty 
aroma,  and  a  fragrance  reminiscent  of 
vanilla.  It's  interesting  to  note  that 
90%  of  your  sense  of 
taste  is  centered  not  in 
the  tongue  or  mouth, 
but  in  the  nose.  In  fact, 
Ballantine's  blenders, 
the  l^endary  men  who 
create  and  preserve 
the  Finest,  test  hun- 
dreds of  single  malts 
and  blends  on  a 
daily  basis.  And  they 
do  It  with  their  noses. 

Now  add  a  little 
water  and  hold  it  up 
the  light.  It's 
I'cautiful  sight 
as  the  clear  water 
and  golden  Scotch 
mingle  together  in 
a  shimmering 
waltz  of  higher 
chemistry. 
Your  antici- 
pation  builds. 
Lift  the  glass 
and  take  a  sip. 

The  first 
thing  you  may 
notice  IS  a  cool,  slightly  sweet  taste. 
Let  the  smooth  liquid  float  on  your 
tongue  for  a  moment  before  swallow- 
ing. Then  a  mellow  whiff  of  peat 
makes  its  presence  known,  and 
finally,  a  soft  brush  of  smoke  in 
the  finish.  It's  as  if  all  the  virtues 
f  all  the  wonderful,  diverse, 
eccentric  Scotch  whiskies 
landed  in 
your  glass 
at  once. 

Even 
though  Please  urite. 
your  nose  Men  elconie  all 
might  he.  correspondence. 
the  final  authority,  we'll 
understand  if  your  taste 
ds  are  also  impressed. 


THE  TRUE  TASTE  OF  SCOTCH'" 


THE  TRUE  TASTE  OF  SCOTCH" 


Write  to.  Ballantine's  P  O  Box  8925  Universal  City,  CA  91608 

6C-CA 


WHY 
GOLF? 


Inthe  business  world,  golf 
has  become  a  popular 
source  for  making  con- 
tacts and  closing  deals— 
and  many  executives,  men 
and  women  alike,  rely  on 
golf  to  give  them  the  com- 
petitive edge  in  business. 


Gold  Canyon  Ranch .  Apache  J  uiiclian .  AZ.  Nestled  in  thefontliills  of  the  Superstition  Mouniaii: 
The  mountainside  casitas  will  exceed  your  every  expectation  and  the  southwestern  hospiicii^ 
is  genuine. 


Paradise  Golf  Schools  is  steadily  be- 
coming the  school  of  choice  forthose 
that  recognize  the  many  business  and 
recreational  benefits  the  game  of  golf 
has  to  offer.  Business  or  pleasure, 
golf  is  fun. 

No  longer  feel  left  out  or  embarrassed 
when  business  associates  and  friends 
entertain  on  the  golf  course.  Learn 
how  to  play,  or  strengthen  your  cur- 
rent ability  by  attending  our  golf  school. 
We  want  to  help  you  succeed. 

Our  guaranteed  3  to  1  Student  to  Pro 
Ratio,  is  the  key  feature  contributing 
to  student  success.  We  approach  stu- 
dents as  individuals,  taking  the  time  to 
targettheirspecificneedsand  helping 
them  achieve  their  personal  goals. 


With  resort  locations  in  Arizona  and 
Florida,  Paradise  Golf  Schools 
offers  3  or  5  day  instructional  pro- 
grams on  a  year  round  basis. 


CA 


Pduu  uiiui  (iiilj  Si  Riu  qiicl  RcM'i  I. 
Kissininiee .  FL.  Offers  all  the  comforts  oj 
home  with  fully  furnished  villas. 
The  course  is  a  (golfer's  paradise  carved 
throui>h  a  beautiful  cypress  forest. 


SCh 


The  teaching  professionals  are  v(| 
eran  instructors.  They  know  how 
communicate  using  a  positive  a^ 
proach  and  rely  on  the  basic  fund| 
mentals  as  a  guide.  Instruction  is  t| 
lored  to  your  current  ability  and  p 
aspects  of  the  game  are  addressej. 
With  their  patient  guidance  you  c| 
reach  new  plateaus. 


Exclusive  instruction  is  now  availab^i 
for  serious  golfers.  Beginner  to  M 
vanced  -  The  ultimate  golf  school  pr^ 
gram  - 1  to  1  Ratio.  This  program  r 
highly  concentrated  and  is  fully  cu- 
tomized  to  your  schedule.  Our  Exec- 
five  Staff  Professionals  will  set  ttl^ 
pace  and  mold  the  program  to  she 
consideration  to  personal  staminaar 
physical  skill. 


PARADISE  GOLF  SCHOOLS 

'~im  800-624-3543 

281  Hwy  27  North,  Sebring,  FL  3387( 
THE^"  (813)382-9050  -FAX;  (813)382-962 
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SOUND  AND  FURY 

OVER  CHIEF  EXECUTIVES'  PAY 

The  compensation  of  chief  executive 
officers  has  become  one  of  the  most 
morale-busting  issues  of  the  decade 
("The  flap  over  executive  pay,"  Cover 
Story,  May  6).  It's  no  wonder  both  Joe 
Lunchbucket  and  Sam  Supervisor  no 
longer  feel  that  anything  they  do  really 
matters.  American  industry,  which  has 
long  since  cut  off  the  heads  of  workers 
and  the  hands  of  middle  managers,  has 
now  lost  the  hearts  of  both. 

Jerald  L.  Duff 
Dayton 

In  a  time  when  business  needs  true 
champions  and  heroes,  what  we  get  is 
an  elite  boys'  club  that  undermines  the 
very  quality,  cost  control,  and  pay-for- 
performance  goals  all  business  needs. 
These  "masters"  are  obviously  above 
the  check-and-balance 
system  that  most  of  the 
world  lives  by.  Whatever 
happened  to  common 
sense? 

But  let's  pray  that  the 
government  doesn't  get 
involved  in  trying  to  reg- 
ulate it.  That  would  be 
letting  the  fox  watch  the 
henhouse. 

Daniel  P.  Chonko 
Terre  Haute,  Ind. 

Are  those  highly  paid 
executives  worth 
what  they  are  getting?  I 
don't  think  so.  Stockholders  are  getting 
skewered,  consumers  are  getting  ripped 
off,  and  workers  are  being  abused.  We 
have  traveled  way  beyond  a  reasonable 
point  of  rewarding  business  leaders, 
sports  figures,  and  star  entertainers. 

When  you're  making  a  million  bucks  a 
year  and  only  paying  40'/<  in  federal  and 
state  income  taxes,  that  leaves  .$600,000 
in  annual  spendable  income.  That's  far 
more  than  any  family  can  spend. 

The  time  has  come  for  another  close 
look  at  our  tax  structure  and  the  reintro- 
duction  of  some  of  the  old,  higher  tax 
brackets  for  obscene  incomes.  Leave 
capital-gains  rates  where  they  are,  but 


AR[  CEOs  PAID 
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increase  ordinary  rates.  This  will  stimu- 
late capital  investment,  which  is  a  de- 
sired objective. 

Bernard  G.  Ramos 
Los  Angeles 

The  answer  to  "How  much  is 
enough?"  [for  CEO  pay]  is  simple 
enough:  20  times  the  current  starting 
salaries  of  BS  or  ba  graduates  from  the 
top  universities.  For  years,  this  was  fun- 
damental in  the  criteria  that  expert  sala- 
ry administrators  followed  in  structur- 
ing professional  salaries.  That  was 
sound  and  rational  then.  There  are  no 
good  reasons  now  to  justify  the  run- 
away departure  that  has  occurred.  CEO 
median  salaries  today  thus  should  be  cir- 
ca $600,000,  supplemented  occasionally 
by  some  reasonable  bonus  for  clearly 
extraordinary  personal  contribution. 

The  CEOs  in  the  larger  companies  have 
batteries  of  executives  and  managers 
who  shape  and  carry  out  the  business. 

Their  No.  2s,  3s,  and  4s 
invariably  could  step 
into  their  job  and  do  it  as 
well  or  better.  So  why  is 
it  primarily  the  CEO's 
salary  that  is  so  dispro- 
portionately bloated? 
The  trite  explanation  is 
"to  meet  competition"  or 
to  keep  the  pirates 
away.  Nonsense.  Who 
would  try  to  hire  away 
John  Akers  of  IBM  or 
Lawrence  Rawl  of  Ex- 
xon or  Rand  Araskog  of 
ITT?  No  one. 

A.  F.  Kaulakis 
Chatham,  N.  J. 

This  is  a  country  that,  on  average, 
pays  its  national  policymakers  less 
than  it  pays  a  baseball  player.  How  can 
we  complain  about  CEO  pay  when  we  pay 
boxers  millions  more  to  throw  a  few 
punches?  CE(js  run  multimillion-dollar 
businesses  and  oversee  thousands  of  em- 
ployees. They  deserve  what  they  make. 

Matthew  B."  Kratter 
Suffern,  N.  Y. 

Although   it   makes   good  headline 
copy,  the  question  "Are  CEOs  paid 
too  much?"  is  as  nonsensical  as  asking 
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The  486  Business  Workstation .  rese  "edToThigTend 


In  busines: .  power  and  flexibility  are  of 
the  essence.  And  •  )nly  an  Intel486'" micropro- 
cessor lets  you  plu^:^  into  the  greatest  of  both  in 
a  new  superclass  ot  lesktop  computers:  The 
486  Business  Workstation. 


engineering  workstations, 
allows  you  to  run  today's  most  advanced 
applications  simultaneously  For  instance,  you 
can  have  a  spreadsheet,  a  statistical  analysis 
program  and  a  desktop  publisher  interacting  at 
once,  at  the  same  time  pulling  data  from  your 


Intel486  i.s  a  trademark  (  j  the  Intel  Corporation.  ©1991  Intel  Corporation  All  rights  reserved 


mainframe  in  real  time.  All  together  at  blink- 
of-the-eye  speed. 

Plus,  because  it  has  Intel  inside,  you 
won't  sacrifice  compatibility  with  your  current 
Intel-based  hardware  and  over  35,000  busi- 
ness applications.  Which,  of  course,  saves  you 
the  added  expense  and  time  of  retraining. 

To  get  the  complete  picture,  call  Intel  at 


1-800-548-4725  and  ask  for  the  486  Business 
Workstation  video.  Then  get  ready  to  rise  to  a 
new  level  of  power  in  the  corporate  world. 

intel 

The  Computer  Inside: 


"Are  elephants  too  big?"  In  both  cases, 
the  magnitude  is  determined  by  histori- 
cal (market,  evolutionary)  forces.  There 
is  no  rational  standard  by  which  one 
judges  such  things  and  no  reasonable 
way  to  control  them. 

It  may  be  that  a  certain  CEo  makes 
more  than  the  whole  company  earns.  So 
what?  It  may  also  be  true  that  to  retain 
the  kind  of  cEO  talent  needed  in  today's 
rapidly  changing  regulatory,  financial, 
and  technological  environment  requires 
that  level  of  pay  in  America.  And  the 
attempt  to  determine  arbitrarily  the 
worth  of  a  job  position  is  as  dangerous 
in  this  domain  as  it  is  when  attempted 
for  the  purposes  of  racial  and  se.xual 
balance. 

Robert  Kramarz 
Sherman  Oaks,  Calif. 

Too  often,  CEOs'  compensation  has  an 
inverse  relationship  to  their  contribu- 
tion to  the  companies  they  lead.  That 
Stephen  Wolf  (CEO,  VAL  Corp.)  pays  him- 
self 1,20(J  times  more  than  his  mainstay 
employees,  the  flight  attendants,  is  not 
just  greed,  it  is  evil.  What  kind  of  board 
allows  this? 

James  Leavengood 
Chicago 


WHY  MORE  DIRECTORS  SHOULD 
TAKE  THEIR  FEES  IN  STOCK  

We  say  "amen"  to  the  principle  that 
top  management  and  their  gov- 
erning boards  should  be  substantially  in- 
vested in  their  own  companies  ("Direc- 
tors' pay  is  becoming  an  issue,  too," 
Cover  Story,  May  6).  The  primary  his- 
torical vehicle  for  encouraging  this  "mu- 
tuality of  interest"  with  public  share- 
holders has  been  the  nonqualified  stock 
option.  Since  these  options  often  have  a 
lO-year  life,  however,  the  fairness  of 
their  current  compensation  value  should 
not  be  viewed  based  only  on  a  recent 
three-year  period,  as  the  article  attempts 
to  do.  It  may  well  be,  in  certain  situa- 
tions, that  an  executive  is  cashing  in  on 
price  gains  realized  several  years  earlier. 

On  the  subject  of  directors'  pay,  we 
take  an  annual  survey  of  the  top  200 
service  and  industrial  companies.  Our 
1991  study  shows  that  in  addition  to 
stock  options,  stock  grants,  and  other 
directors'  benefits,  42%  of  the  companies 
surveyed  now  permit  or  require  their 
outside  directors  to  take  their  annual 
retainer  fee  in  the  form  of  company 
stock.  We  feel  this  trend  will  continue  to 


accelerate  as  shareholder  groups  d 
mand  more  accountability  from  the 
boards. 

J.  Gerald  Simmons,  Preside 
Handy  Associat 
New  Yoi 

THREE  BRONX  CHEERS 
FOR  THOSE  COMPLEX  GIZMOS 


Iome  computer  for  sale.  Like  ne\ 
Never  been  figured  out  ("I  can 
work  this  thing!,"  Cover  Story,  Apr.  2[ 
Ditto,  VHS  recorder  and  CD  player. 

Boris  Pavichevic 
Downers  Grove,  I 


A  TRADE  DEAL  WITH  MEXICO 
MAKES  COMMON  SENSE 


In  "A  vote  for  free  trade  with  Mexic 
is  a  vote  against  free  trade"  (Econon 
ic  Viewpoint,  May  6)  Robert  Kuttner  a 
gues  that  preferential  trade  deals  ar 
inconsistent  with  free  trade. 

This  attack  on  the  proposed  free-trad 
agreement  (ETA)  with  Mexico  ignores  th 
logic  of  geography.  Our  countries  shar 
a  common  border  of  more  than  2,00 
miles.  An  ETA  will  not  only  benefit  th 
economies  of  both  the  U.  S.  and  Mexicc 


Neil  thought  we  needed  something  better  than 
a  dot  matrix  printer  Bob,  our  money  man,  said  noway 


Now  every  office  can  hu(ij»et  for 
more  Lmpres,sive-looking  clocument-s. 
With  HP's  most  aflfoniable  300  dpi 
printer.  The  DeskJet  500  inkjet 
printer.  Just  $729.*  This  affordable 
workmate  makes  your  documents 
look  their  best  with  crisp,  clear 


lirint  quality.  It  enhances  your 
ideas  with  graphics  and  multiple 
font.s.  Font.s  that  are  scalable  to  127 
points  through  Windows  3.0  soft- 
ware. But  HP  doesn't  stoj)  there. 
The  DeskJet  500  is  backed  by  a 
three-year  limited  warranty.  An 


0  Spectacular  Venlures.  Ire 


m 


discrimination  or  redlining  issues  are  ir- 
relevant. Of  course,  that  is  not  so.  What 
I  said  is  that  the  Community  Reinvest- 
ment Act  issue,  which  has  delayed  our 
merger  for  over  a  year,  is  not  relevant 
to  the  merger  of  two  companies  with 
common  management  and  ownership. 

William  H.  Ruegamer 
Chief  Operating  Officer 
First  Interstate  BancSystem 
of  Montana  Inc. 
Billings,  Mont. 

AND  THE  AWARD  FOR  MISSPELLING 
BALDRIGE  GOES  TO. . .  

Whether  American  Telephone  & 
Telegraph  wins  the  quality  award 
or  not,  by  headlining  the  award  as  the 
"Baldridge  Award"  ("Will  AT&T  win 
'the  Baldridge  Award  for  quality  in 
mergers'?,"  Top  of  the  News,  May  6), 
BUSINESS  WEEK  has  probably  knocked 
out  its  own  chances  for  the  better-known 
Baldrige  Award. 

John  F.  Elsbree 
Brighton,  Mass. 


it  will  also  alleviate  some  of  the 
(leiiis  that  arise  from  two  very  dif- 
nt  economies  sharing  a  border,  such 
legal  immigration  and  smuggling, 
le  economic  efficiencies  of  an  FTA 
not  lead  to  degradation  of  U.  S.  la- 
and  environmental  st<uidards,  as 
tner  mentions,  but  on  the  contrary, 
ill  upgrade  the  standards  of  living 
environmental  protection  of  Mexico, 
vas  the  case  of  Spain  after  joining 
European  Economic  Community. 

Juan  Manuel  Correa 
Vice-President 
Association  of 
Importers  &  Exporters  of  Mexico 
Mexico  City 

EAST  CHINA'S  PRISONERS 
PRODUCTIVE  

lere  is  nothing  wrong  with  using 
)rison  labor  to  manufacture  useful 
ucts  ("China's  ugly  export  secret: 
)n   labor,"   I.aternational  Business, 

22).  Labor — even  forced  labor — is  a 
srful  tool  for  cultural  development, 
cizing  China  for  the  manner  by 
h  it  convicts  or  acquires  prisoners 

be  more  valid  but  is  still  open  to 
tion.  Democracy  in  our  culture  is 
i  different  from  others'.  I  find  your 
le's  criticism  strongly  misplaced. 


CORRECTIONS  &  CLARIFICATIONS 

In  a  tiible  of  1990's  Top  100  Deals  in 
the  BUSINESS  WEEK  1000  Special  Issue 
(Apr.  5),  we  misstated  the  value  of  the 
merger  between  Bio-Medicus  and  Med- 
tronic. The  merger's  actual  value  was 
$190  million. 


It  is  too  bad  that  affluent  America 
does  not  take  better  advantage  of  our 
prison  labor.  Instead  of  building  Hilton- 
type  prisons  and  just  having  our  prison- 
ers make  license  plates,  how  much  bet- 
ter would  our  prison  population  be  if 
they  were  trained  to  use  their  natural 
aptitudes  to  develop  useful  products  like 
the  Chinese? 

Frederick  Marich 
San  Mateo,  Calif. 


■ was  quoted  in  the  article  "If  mergers 
were  simple,  banking's  troubles  might 
be  over"  (Special  Report,  Apr.  22)  as 
saying:  "We're  amazed  this  merger  has 
not  been  approved.  It's  a  routine  busi- 
ness transaction,  and  the  issue  is  irrele- 
vant." This  statement  is  likely  to  be  mis- 
interpreted by  readers  as  implying  that 


Letters  to  ttie  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  ttie  Amen- 
cas,  New  York,  N  Y.  10020.  Fax;  (212)  512-4464, 
Telex;  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
ptione  numbers.  We  reserve  the  right  to  edit  letters 
for  clanty  and  space. 


FIRST  INTERSTATE  OF  MONTANA: 
A  CLARIFICATION 


Then  I  had  a  brilliant  idea. 
The  HP  DeskJet  500. 


assurance  only  the  leader  in  Inkjet 
technology  could  offer.  If  you're 
ready  to  add  some  polish  to  your 
work,  call  1-800-752-0900,  Ext. 
2159  for  your  nearest  authorized 
HP  dealer  The  DeskJet  500  is  an 
idea  whose  time  has  come. 


HP  Peripherals 

When  it's  important  to  you. 


EWLETT 
PACKARD 
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Delta  is  your  perfect  playmate.  Flying  you  to  playgrounds  like 
Bermuda,  the  Bahamas  and  the  Caribbean.  To  32  international  destinations  on 
three  continents,  no  airline  goes  farther  to  make  you  feel  at  home. 
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The  American  Express®  Card  assures  you  of  a  warm  reception  in  the  j 
land  of  blue  skies,  mrquoise  water  and  sunny  dispositibns.  Because  wherever 
Delta  takes  you,  American  Express^^^m^ 


Don't  Leave  Home  Without  It.' 


Because  product  tamperings 
and  recalls,  threatened  takeovers,  breaches 
of  corporate  ethics  and  environmental 
disasters  are  unpredictable. . . 


Business  Week  Presents 


CRISIS 


A  Series  Of  Full-day,  Interactive  Seminars  With  : 

HERB     SCHMERTZ^   r  K- 

President,  The  Schmertz  Co. 
former  Vice-President  for  Public  Affairs,  Mobil  Oil  Corporation  . 

A  N  G  EL  A     Z  I  Z  Z  I      D  A  I  L  E  Y 

President,  The  DAI  Communications  Group 
former  Senior  Vice-President, 
Corporate  Communications,  Drexel  Burnham  Lambert 


Arm  your  Senior  Executives  With  A  Winning 
Corporate-wide  Communications  Strategy 


Busine^sslt/fedcii^i 

For  Information  Call:  (212)  512-493q  Fax:  1-212-512-6909 
SpaceTs  Limited  .     .  v 
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AMERICANS  HATE  POLITICS 

J.  Dionne  Jr. 

1  &  Schuster  •  430pp  •  $22.95 


THE  UNITED  STATES  OF  AMBITION:  POLITICIANS, 
POWER,  AND  THE  PURSUIT  OF  OFFICE 

By  Alan  Ehrenhalt 

Times  Books  •  309pp  •  $23 


ND  YOU  WONDER  WHY 
EOPLE  DON'T  VOTE 


Ti  a  guy  who  likens  most  politicians 
3  those  bits  of  lint  that  collect  at  the 
ottom  of  your  pockets:  I  can  fathom 
ler  where  they  come  from  nor  why 
always  return.  So  it  was  with  glee 
I  opened  E.J.  Dionne  Jr.'s  Why 
•ricans   Hate   Politics.  Dionne 
led  set  to  explain  the  frustration 
fueled  my  transformation  from  a 
al  college  student  waving  the  flag 
rood  government"  into  a  steel-heart- 
?llow  who  wonders  why  a  bunch  of 
in  Washington  without  real  jobs 
Id  be  trusted  with  my  tax  dollars, 
ifortunately,  I'm  still  puzzled  about 
;ource  of  my  dissatisfaction.  Rather 
a  play-by-play  of  how  Americans 
soured  on  politicians,  much  of  the 
is  a  survey  of  the  postwar  intellec- 
and  ideological  shift  among  political 
:ers  that  has  led  to  what  Dionne 


calls  a  "politics  of  false  choices."  This 
makes  for  a  sometimes  interesting  jour- 
ney, but  it  never  quite  reaches  the  an- 
nounced destination.  Too  bad.  Dionne's 
premise — that  politics  has  become  a  sor- 
did game  in  which  opposing  sides  manu- 
facture choices  so  divisive  they  stifle 
consensus — seems  right  on  target. 

Dionne,  a  political  reporter  for  The 
Washington  Post,  shows  how  close  the 
interests  of  supposedly  opposing  forces 
often  are.  He  notes,  for  example,  that 
women  who  take  time  off  from  careers 
to  care  for  children  often  have  their  op- 
portunities for  promotion  reduced.  "Is  it 
'feminist'  or  'pro-family'  to  contend  that 
this  practice  shows  how  little  value  soci- 
ety really  places  on  the  work  that  par- 
ents do'?"  he  asks.  "Most  Americans 
wouldn't  care ....  What  they  do  care 
about  is  figuring  out  how  to  make  the 


new  balance  of  work  and  family  work." 

Both  liberal  and  conservative  politi- 
cians create  divisive  labels,  Dionne 
notes,  framing  issues  to  induce  visceral 
reactions  in  the  voting  booth.  So  the 
memory  of  Republican  strategist  Lee 
Atwater  lives  on  in  shame  because  of 
1988  Presidential  campaign  ads  featur- 
ing Willie  Horton,  a  black  convict  who 
raped  a  woman  while  on  prison  fur- 
lough. Atwater  used  crime — opposed  by 
voters  of  all  colors — to  exploit  racial  di- 
visions. "The  concerns  aroused  by  a  Wil- 
lie Horton,"  Dionne  laments,  "should  lie 
unifying  rather  than  divisive." 

Most  of  this  insightful  analysis  ap- 
pears at  the  beginning  and  end  of 
Dionne's  book.  In  between  is  a  long  ac- 
count of  the  death  of  liberalism  and  the 
concurrent  growth  and  recent  fracturing 
of  postwar  conservatism.  Much  of  it 
boasts  all  the  zip  of  a  political  science 
text,  complete  with  end-of-chapter  sum- 
mations for  those  who  may  have  dozed 
off.  Worse,  the  discussion  does  little  to 
clarify  why  voters  so  often  elect  politi- 
cians who  disappoint  them. 

One  reason,  outlined  in  Alan  Ehren- 
halt's  The  United  States  of  Ambition, 
could  be  that  voters  don't  have  that 
much  say  about  the  people  who  repre- 
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KRIS  MATSON  HELPED  THIS  WORKER  GO 
FROM  A  BAD  ACCIDENT  INTO  A  NEW  CAREER. 


THERE  WHEN  IT  COUNTS. 


The  tall  not  only  severely 
damaged  the  construction 
worker's  shoulder— it  threw  him 
into  a  deep  depression:  he  was 
considered  permanently  and 
totally  disabled.  But  Continental 
senior  rehabilitation  coordinator 
Kris  Matson  persevered,  and 
helped  both  th*:-  worker  and  his 
employer. 


"We  knew  this 
man  had  an 
interest  in  fish- 
ing," recalls  Kris. 
"So  we  helped 
him  turn  that 
into  a  rewarding, 
full-time  career." 


First  Kris,  a  Certified  Insurance 
Rehabilitation  Specialist,  made 
sure  nothing  more  could  be 
done  surgically  to  correct  the 
damage.Then  she  found  a 
retired  Navy  captain  who  taught 
the  worker  to  repair  and  cus- 
tomize rods  and  reels  at  home. 
He  is  now  busy  happy— and  self- 
sufficient.  And  that  helps  hold 
down  insurance  costs,  which 
benefits  everybody 

Continental  has  a  lot  of  dedi- 
cated people  like  Kris.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
panyThey're  why  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distnbutors  and  shareholders. 


It 


Insi 


<iBFr  Continental 
Insurance® 


t  them.  In  analyzing  the  gulf  be- 
en pohticians  and  voters,  Ehrenhalt, 
executive  editor  of  Governing  maga- 
writes  that  the  opening  up  of  U.  S. 
tics  after  Vietnam  and  Watergate 

produced  a  world  devoid  of  strong 
:ies  or  bosses.  Would-be  candidates 
ply  assemble  enough  money  and  vol- 
3ers  to  nominate  them.selves.  "Who 
:  us  the  political  leaders  we  have?" 
5  Ehrenhalt.  "They  sent  themselves." 
hrenhalt  doesn't  fault  these  strivers 
being  out  of  sync  with  the  electorate; 
!ed,  his  admiration  is  almost  embar- 
;ing.  He  does  worry,  though,  that  the 
ining  importance  of  political  ma- 
les means  that  such  "entrepreneurial 
iidates"  may  lack  the  support  to  gov- 
once  elected.  So  an  outsider  such  as 
my  Carter  can  become  President 
'  to  find  himself  unable  to  command 
ingress  dominated  by  his  own  party, 
hrenhalt's  book  is  a  far  easier  read 
1  Dionne's,  primarily  because  there 

no  complex  discussions  of  ideology. 

the  reason  for  that  is  disturbing.  In 
bidential  politics,  candidates  generate 
es,  not  the  other  way  around,  he  ex- 
ns  cynically  but  approvingly.  Candi- 
is  "talk  about  defense  or  trade  or 
rights  because  they  have  to  talk 


me  authors 
attempt  to  make  sense 
of  the  empty  posturing 
that  so  often  passes 
for  political  dialogue 


Why  , 


.31,  Politics 

^JDionne,Jr. 


about  something."  In  fact,  in  detailing 
the  careers  of  several  regional  office- 
holders, Ehrenhalt  unintentionally  por- 
trays today's  politicians  as  driven  more 
by  ego — and  the  desire  to  avoid  work  in 
the  outside  world — than  by  conviction. 

Any  disaffected  working-class  voter 
could  have  told  you  that.  But  voters 
aren't  Ehrenhalt's  concern.  "We  need  to 
find  out  more  about  the  people  for 


whom  politics  is  a  business,"  he  writes, 
^uch  an  approach  might  be  refreshing 
were  it  not  for  Ehrenhalt's  seeming  dis- 
dain for  the  electorate,  which  is  made  all 
the  more  distasteful  by  his  surprising 
yearning  for  the  days  when  party  bosses 
could  force  politicians  to  make  decisions 
their  personal  ambitions  wouldn't  allow. 

Ironically,  Ehrenhalt's  picture  of  poli- 
ticians as  a  professional,  nonideological 


America's  most  popular  copier  is  taking 
new  direction. The  NP9800.  A  high-volume 
opying  system  with  walk-up  convenience. 

Consider  its  credentials.  83  copies  per  min- 
te  combined  with  a  5,iOO-sheet  paper  capacity, 
le  largest  in  the  industry.  As  well  as  fast 
ocument  handling,  finishing,  and  advanced 


copymgl 

All,  in  an  innovative  design  that 
makes  the  NP9800  remarkably  easy  to  use. 

If  your  copy  problems  are  big,  the  NP9800 
is  your  solution.To  find  out  more,  call  us  at 
1-800-OK-CANON. 
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FIDELITY  EMERGING  GROWTH  FUND 


Target  America's 
Fastest  Growing 
Companies 

T()d:i\  s  new  products  and  Icchiiolos^ies  could  be  your  best  patli  to  tomorrow "s 
j^row  th  opportunities.  Now,  the  new  Fidelity  Enierning(iro\vth  Fund  t;ives  you  a 
way  to  ta]i  the  potential  of  some  of  today  's  f;LStest-<^ro\ving  companies.  This 
ai.',gressive  fund  invests  primarily  in  stocks  of  small  companies  expected  to 
acliieve  rapid  growth  in  earnings  or  revenues. 

(lall  todav  and  learn  how  emerging  growth  companies  may  ht  w  ith  your 
long-term  investment  goals.  Start  with  just  $2,S()();  $S()()  for  IR.Vs. 


No  Sales  Charge  Thru  1991! 


Call  24  hours  1-800-544-8888 


Fidelity  Emerging  Growth  Fund.  i<m  more  mm\M^  iiiiuniuuinn,  hk  Iiki 

iiii;  nKiii;i'.;('ni(  iit  lies,  l■\|)l•^s(•^,      s.ik's  cli:iri;i',  pk-asu  call  or  unic  lor  a  Ircc  prospci  Uis 
Held  II  (  .iriliilK  hclori'  vcjii  iincst  or  st'iiil  nioiifv  rfli.-ili\i'  S/1/91  llK-fuml  will  niip(]H'  a  "S 
ridniiplioii  tel.-  oil  shares  lu'lil  less  lhan ')(!  cia\s  FiddiH  Dislnhiilors  Corporalioii  ((li'iU'i  al 
Disii  ibiilion  Vucnl).  I'O  lio\  ddOdO  V  Dallas.  T\ "Sidd-OdO^  St-rvicc  for  tlic  iu-arins 
inipairid  TI)l)/l-«0()-';44-01  IS 

Investments  ^ 

CODE  BW/FEG/052791 


Fidelity 


"Today,  over  75  percent  of  the  nation's  leading  companies  are  targeting  new  products 
i  and  services  to  smaller  market  segments.  Companies  like  American  Express, 
^ellog,  and  Kodak  have  successfully  used  niche  marketing  to  block  competitive 
dvances,  assure  brand  loyalty,  and  increase  market  share.  Now,  Making  Niche 
Marketing  Work  reveals  their  cost-effective  strategies  for  building  customer  databases, 
ncovering  hidden  niches,  and  differentiating  products  and  services.  You'll  discover 
ow  to  "outniche"  your  competition  and  improve  your  chances  of  success.  In  a 
larketplace  where  over  50  percent  of  all  new  products  and  services  are  doomed  to 
il,  finding  your  niche  can  give  you  the  edge. 


THINK  SMALL  FOR 


BIGGER 
PROFITS 


Making 
Work 


Hardcover:  0-07-037954-8  $22.95 
60-minute  audiocassette: 
0-07-037955-6  $9.95 


Strill  Available  at  your  local  bookseller  or  call  toll-free  1-800-262-4729. 


breed  removed  from  the  public  and  corl 
sumed  by  reelection  probably  convey! 
the  real  reason  Americans  hate  politics! 

BY  JAMES  E.  ELLli 
Ellis  manages  BUSINESS  WEEK'S  Ckicag] 
burea  u. 


BY  BUSINESS  WEEK  WRITERS  I 

THE  DISNEY  TOUCH: 

HOW  A  DARING  MANAGEMENT  TEAM 

REVIVED  AN  ENTERTAINMENT  EMPIRE 

By  Ron  Grover 

Business  One  Irwin  -  315pp  •  $22.95 

REANIMATING  DISNEY 


R 


Dn  Grover  has  called  his  study  o: 
Walt  Disney  Co.'s  rebirth  Thi 
Disney  Touch,  but  he  might  ai 
aptly  have  used  The  Midas  Touch.  Al 
most  everything  Disney  tried  during 
the  period  covered — late  1984  to  ear 
ly  1991 — turned  to  gold 

The  alchemists 
were  Michael  Eisner 
and  Frank  Wells, 
who  took  over  in 
1984.  Disney's  old 
management  had 
been  trapped  in  fideli- 
ty to  the  strategy 
founder  Walt  Disney 
had  crafted  decades 
earlier.  Too  depen- 
dent on  faded  theme 
parks,  profits  dwin 


dling,  Disney  was  a  takeover  target.  p 
Eisner,  formerly  president  of  Para-| 
mount  Pictures,  was  known  as  one  off 
Hollywood's  most  creative  executives. 
Lawyer  Wells  had  run  Warner  Bros. 
Inc.'s  business  side.  Grover,  this  maga- 
zine's Los  Angeles  bureau  manager, 
theorizes  that  in  pairing  them,  Disney's 
board  may  have  subconsciously  replicat- 
ed the  team  of  creative  genius  Walt  Dis- 
ney and  his  business-minded  brother, 
Roy.  In  any  case,  the  two  were  up  to  the 
job.  Grover  details  the  blend  of  imagina- 
tion and  fierce  cost  control  that  revital- 
ized Disney's  movie  studio,  exploited  its 
rich  library,  refurbished  and  expanded 
its  parks,  and  launched  Disney  Stores. 

Only  at  the  end  of  this  account  do 
Eisner  and  Wells  face  real  setbacks,  in- 
cluding an  earnings  dip  in  199rs  first 
quarter.  But  five  years  of  good  news 
left  investors  confident.  As  1990  ended. 
Wall  Street  anticipated  a  wave  of  enter- 
tainment mergers,  including  the  mar- 
riage of  a  studio  and  a  network — and 
Disney,  Grover  reports,  figured  in  al- 
most all  the  speculation.  No  merger  has 
taken  place,  but  thanks  to  Eisner  and 
Wells,  Disney,  so  recently  a  target,  has 
"the  financial  muscle  to  launch  one  of 
the  biggest  takeovers  ever." 
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ir  mission  starts  right  here  in  the  U.S.A.  It's  a  ^  I  #1^    I  \  make  volunteer  community  service  a  regular 

lelirony  that  illiteracy  should  exist  here  where   l/m/            II  part  of  their  lives.  We  are  also  committed  to  a 

edoms  are  guaranteed  under  a  written           ^  ^    |  J    |  3  series  of  educational  programs  nationwide 

istitution.  Illiteracy  condemns  people  to  be  which  could  benefit  from  additional  volunteer 

:luded  from  the  rights,  the  joys,  the  responsi-    T    ¥           ■  i  service.  These  initiatives  include  the  Coca-Cola 

ities  and  the  wisdom  encoded  in  that  precious    I      I  1"^    IH  'Valued  Youth  Program' in  San  Antonio,  Texas; 

cument.  Consequently,  overcoming  this  handi-  |  J  I  I  \  |  J  the  A+  Arts  in  Education  Program'  in  Augusta, 

^  is  of  national  importance.    Georgia,  and  Aiken,  South  Carolina;  the 

"NO  AMOUNT  OF  CHARTERS,  DIRECT         rrl/^  Westside  Preparatory  School  in  Chicago;  the 

[IMARIES  OR  SHORT  BALLOTS  WILL  MAKE  A  I  |  I  'Success  By  Six  Program' m  Mmneapol.s  and 
■MOCRACY  OUT  OF  AN  ILLITERATE  people:-         \^    Atlanta;  and  the  New  York  City  Public  Library  System. 

-Walter  Lipniuann  , 

.  1        rriTl  A  /^¥¥  PointsofLk.ht 

?sident  Bush  has  said  that  only  with  the      ■  Im  M    '  |    |  foundation 

rticipation  of  all  Americans  will  we  see       I  I  li 

il  improvement  in  literacy  and  other        X    l^l^L         A  JL  DO  SOMETHING  GOOD, 

mestic  issues.  Everyone  at  The  Coca-Cola  w  w  _  j  ^^^^  SOMETHING  REAL, 

mpany  salutes  and  supports  the  vision  |    f  |  ^     The  initiative  started  by  the  'Points  of  Light'  was 

pressed  recently  by  the 'Points  of  Light' in  I  wi    one  of  sharing  the  light  that  is  within  us.  Everyone 

iching  people  to  read.  Share  the  passion,  poetry  X  i  i  I  J  at  The  Coca-Cola  Company  gives  their  continuing 
agination,  reportage,  spirituality  and  .^.^  support  to  this  and  to  all  involved  in  the 

ucational  qualities  the  written  word  ^  jf  Tf\  I  '1  |  |\  'Points  of  Light'  activities  across  our 
)vides  for  the  inquiring  mind  and  %/m/ I  I  |\  III  country  Please  join  us  in  creating  an 
use  to  consider  how  much  we  all  take     ^  V  \J  I  \  I  i  I  ^  enduring  light  for  the  future  and  a 

'  wonder  of  reading  for  granted.  .  message  for  people  here  at  home 

"A  GREAT  BOOK  SHOULD  LEAVE  YOU  ^  |  and  all  around  the  world  about  the  enlightened 

ITH  MANY  EXPERIENCES,  AND  SLIGHTLY  |    f     |  America  we  want  to  be 

:HAUSTED  AT  THE  END.  YOU  LIVE  SEVERAL  ^ 

^ES  WHILE  READING  IT!'  ^  y^T^^ 

-William styron  T\T^  k  T\    //ic  (£^(raa  (rcmpa/u/ 

e  future  is  the  responsibility  of  us  all.  That     m^i  I  I 

vhy  we  encourage  all  our  employees  to        A  mJ-^A  ^Mm^9 


I.I  ("um|i.iny 


learn  what  else  you  can  do  in  your  community,  call  The  Point.s  of  L-ight  Foundation  at  1-800-866-9966. 


conomic  Viewpoint 


IF  YOU  THINK  TEEN  MOTHERHOOD  CAUSES 
POVERTY. .  .THINK  AGAIN 


BY  ALAN  S.  BLINDER 


New  research 
suggests  that 
a  disadvantaged 
background  predicts 
future  economic 
failure — and 
teen  childbearing 
doesn't  make  much 
of  a  difference 


ALAN  S.  BLINDER  IS  THE  GORDON  S. 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
,iND  THE  AUTHOR  OF  HARD  HEADS. 
SOFT  HEARTS 


Social-science  research  is  sometimes  criti- 
cized because  its  findings  are  deemed  to 
be  obvious.  The  implication  is  that  re- 
searchers are  wasting  their  time  and  other 
people's  money.  But  one  reason  to  do  research 
is  to  determine  which  of  many  "obvious"  no- 
tions are  true  and  which  are  based  on  miscon- 
ceptions. After  all,  isn't  it  obvious  that  the  sun 
rotates  around  the  earth? 

Recently,  I  encountered  a  stunning  example 
of  social-science  research  that  challenges 
strongly  held  beliefs.  It  seems  obvious  that  an 
unmarried  teenage  girl  who  has  a  baby  puts 
herself  on  the  economic  slow  track.  And,  until 
recently,  research  seemed  to  support  this  idea. 
Teenage  mothers  were  shown  to  earn  much 
less  money,  drop  out  of  school  sooner,  be  less 
likely  to  be  married,  and  be  far  more  likely  to 
depend  on  welfare  than  those  who  delay  child- 
bearing  until  at  least  age  20.  Teen  childbearing 
certainly  looks  like  an  economic  disaster. 

But  looks  can  be  deceiving.  New  research  by 
Arline  T.  Geronimus  of  the  University  of  Mich- 
igan and  Sanders  D.  Korenman  of  Princeton 
University  suggests  that  teenage  motherhood 
may  be  less  harmful  than  is  commonly  sup- 
posed. Why?  Because  economic  failure  might 
be  a  cause,  rather  than  an  effect,  of  teen  child- 
bearing.  Teenage  mothers  are  not  selected  for 
motherhood  at  random;  they  tend  to  come 
from  the  ranks  of  the  disadvantaged.  Com- 
pared with  other  women,  teenage  mothers  are 
more  likely  to  have  come  from  single-parent 
families  and  to  have  had  poor,  uneducated  par- 
ents. Since  these  attributes  are  leading  indica- 
tors of  economic  failure,  some  teenage  girls 
may  look  at  their  poor  prospects  in  life  and  opt 
for  early  motherhood. 

SIBLING  STUDY.  The  notion  that  teenage  moth- 
erhood might  be  a  symptom  of  poverty  rather 
than  a  cause  is  perhaps  not  as  stunning  as  it 
first  appears.  After  all,  we  know  that  people 
on  diets  are,  on  average,  heavier  than  people 
who  are  not  on  diets;  but  we  do  not  therefore 
conclude  that  dieting  makes  you  obese. 

When  it  comes  to  teen  pregnancy,  distin- 
guishing cause  from  effect  is  difficult.  In  a 
laboratory,  we  would  simply  raise  a  bunch  of 
gerbils  under  identical  conditions,  impregnate 
half  of  them  as  "teenagers,"  and  see  if  they 
underperformed  the  others.  But  people  are  not 
raised  in  laboratories.  So  how  can  we  separate 
the  effects  of  teenage  motherhood  from  the 
effects  of  poor  family  background? 

Geronimus  and  Korenman  came  up  with  an 
ingenious  solution.  Suppose  we  compare  teen- 
age mothers  with  their  sisters  who  delay  child- 
bearing  until  at  least  age  20.  That  would  iso- 
late the  pure  effect  of  teen  childbearing  on 
economic  success. 


A  nice  idea.  The  hard  part  is  finding  suitabll 
data.  First,  you  need  a  data  source  that  identi 
fies  sisters  and  tracks  them  over  some  j^eara 
Then,  you  need  to  find  examples  of  teenagJ 
mothers  whose  sisters  were  not  also  teenagJ 
mothers.  Such  cases  are  relatively  rare.  In  th^ 
main  data  source  that  Geronimus  and  Korer 
man  use,  there  are  only  51  such  teenage  moth 
ers;  an  alternative  source  has  52,  a  regrettabljl 
slender  data  base.  Nonetheless,  the  finding^ 
are  worthy  of  note. 
DROPOUT  DIFFERENTIAL.  How  much  does  teer 
childbearing  lower  subsequent  family  incomel 
Among  all  the  young  women  in  the  main  sami 
pie  that  Geronimus  and  Korenman  analyze] 
average  family  income  is  33%  lower  amon| 
those  who  were  teenage  mothers.  A  differencd 
that  large  sounds  like  an  economic  catastro| 
phe.  But  remember  that  teenage  mothers  oi\ 
ten  come  from  disadvantageous  circumstances 
to  begin  with,  so  many  were  destined  for  fail-] 
ure  anyway.  If  you  control  for  socioeconomic 
background  by  looking  only  at  the  51  families 
in  which  at  least  one  sister  was  a  teenage 
mother  and  at  least  one  was  not,  the  income 
gap  narrows  to  just  16%. 

Do  teenage  mothers  drop  out  of  school  soon-l 
er?  Looking  at  all  the  sisters  in  the  Geroni-| 
mus-Korenman  sample,  we  find  that  65%  of 
the  teenage  mothers  graduated  from  highl 
school  vs.  89%  of  those  who  first  gave  birthi 
after  their  teens.  That's  a  big  difference.  But! 
once  again,  we  must  remember  that  manyl 
teenage  mothers  would  have  dropped  out  of 
school  anyway.  If  we  compare  the  51  teenage 
mothers  to  their  sisters  who  delayed  mother- 
hood, the  difference  in  graduation  rates  disap- 
pears entirely.  And  the  same  is  true  of  being 
on  welfare.  Among  all  sisters,  21%o  of  teenage 
mothers  are  on  welfare  vs.  only  5%o  of  those 
who  were  not  mothers — a  huge  difference. 
But  among  sisters  who  made  different  choices 
about  teen  childbearing,  there  is  no  difference 
at  all. 

The  suggestion,  then,  is  that  much  of  the 
economic  failure  commonly  associated  with 
teenage  motherhood  really  stems  from  disad- 
vantaged social  backgrounds.  Having  a  baby 
per  se  may  not  be  much  of  an  economic  handi- 
cap after  all.  This  conclusion  is  so  contrary  to 
popular  belief  that  Geronimus  and  Korenman 
tested  it  on  a  second  source  of  data.  Doing  so 
yielded  similar  results  for  family  income  and 
welfare  but  somewhat  different  results  for 
high-school  graduation:  Teenage  mothers  were 
less  likely  than  their  sisters  to  have  graduated 
from  high  school. 

All  this  suggests  that  teen  childbearing 
causes  less  poverty  than  is  commonly  thought. 
What  is  obvious  is  not  always  true.  B 
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state  Of  The 
f:  Art  Terminals 
And  Newly 
Designed  rlanes. 

A  Difference 
You'll  Notice 
From  The 
Ground  Up. 

At  Continental  we  real- 
ize that  your  business 
sense  is  often  influ- 
enced by  your  other  senses. 

So  when  you  fly  with  us, 
you'll  notice  some  pleasing 
differences  in  the  air  and  on 
the  ground. 

We're  building  state  of  the 
art  terminals  with  new  res- 
taurants,  shops,  and  lounges 
"      for  your  convenience  and 
comfort. 

You'll  be  seeing  some  dif- 
ferences in  our  planes  too. 

Outside,  they'll  be 
adorned  with  our  new 
colors  and  logo. 

Inside,  they'll  be  featuring 
more  legroom,  and  overhead 
storage  space  along  with  new 
carpeting,  seats,  interiors 
■j^  and  designs. 

Yet  with  all  the  differ- 
ences we're  making  in  our 
hardware,  it's  still  our  soft- 
ware that  makes  it  all  run. 
The  people  of  Continental. 
People  working  round  the 
clock,  going  the  extra  mile  to 
make  every  aspect  of  flying 
more  pleasurable  for  you. 

Continental  is  making  a 
difference  in  how  you  fly. 
In  every  sense. 


)  1991  Continental  Airlines,  Inc 


OneAirlmeC^ 
Make  A  Difference. 
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File    Edit    Formula     Format     Data  Ci 


!  Normal 


One  strp  functions.  The  Toolbar,  which 
can  be  found  right  under  the  menu 
bar  at  the  top  of  your  screen,  gives  you 
easy  access  to  often-used  features. 


One  step  outlining.  This  exclusive 

new  feature  lets  you  collapse 
and  expand  worksheets  to  see  only 
the  detail  vou  need. 


One  step  formulas.  Use  Autosum"'  to 
add  a  range  of  cells  by  double-clicking 


One  step  styles.  Save  and  apply  your 
own  style.  Mix  up  to  256 fonts,  any  16 
of  16  million  colors  and  18  patterns. 


Microsoft  Exec 


And  your  expectations  will  go 
up  accordingly. 

That's  because  new  Microsoft 
Excel  for  Windows;  version  3.0,  in- 
cludes something  we  call  theTbolban 
It  makes  your  everyday  spreadsheet 
tasks,  as  well  as  trickier  feats,  easier 
to  do  than  ever  before. 

Plus  there  are  features  such 
as  consolidation,which  lets  you  con- 
solidate up  to  255  worksheets  at  a 
time,  regardless  of  format. 


MIcroEoH  Excel  -  REVENUE.XLS 


1171  r»|«;iMs;|  irl  LiJij  m*w  U  i 


I  I  i*lKUIan 


d  r 


\  „,.,^„„„, . 

1991 

IS9? 

199.1  1 

301330 

»36S3  1 

49  7« 

■i0  283  1 

Urited  Sttfei 

xm  xa  i3M«i 

1  219977  1 

N»ilh  AmeiKA 

«864r. 

1  JliH-'i 

134  845 

194  087 

203  791 

108,075 

373  387 

S1.6I6 

92  423 

I)i4tl46 

67  777 

74  K6 

{  Eufope       1  ^" 

7;'3  97? 

Airft^r)  ^^^^ 

'lira 

M5» 

.Japan 

1  759724 

mm 

98,9« 

65WJ 

K.4S7j( 

k  103109  1 

\  FaiEitl 

598  306  1 

081  571i ' 

'2  020  375'. .  1 

1^  lolalRs 


nsviniHa     Z.tm.tm  3,414.193  4.3S0.874 


Mix  te.xt,  f;raphics  and  data  right  on  your  worfisheet.  With  l^'S/WT-'G  (What  You  See 
Is  Wluit  You  Get),  you  can  see  what  you've  produced  before  you  print  it. 
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Macro    Window  Help 


}ne  step  alignment.  Align  data  to  the 
right.  To  the  left.  Or  the  center. 


One  step  drawing.  Highlight  key  data 
with  lines,  boxes,  circles  and  arcs. 


One  step  selection.  Group  objects 
together.  Then  move,  size  or  format. 


One  step  charting.  Select  a  range, 
click  and  drag.  And  that's  it. 


One  step  text  box.  Insert  descriptive 
text  on  a  worksheet  or  chart. 


step  bold  and  italic.  Select  a  cell 
4  click  here.  Then  see  it  there. 


One  step  macros.  Add  buttons  and 
access  hundreds  of  macro  commands. 


ist  raised  the  bar. 


What's  more,  our 
Windows  applications 
all  work  together  So 
you  can  cut  and  paste 
a  3-D  chart  into  Word 

  for  Windows  to  create 

1  impressive  document. 

And  since  we  developed  the 
*st  Windows  spreadsheet,  you  might 
ly  we're  pioneers. 

So  you  don't  have  to  be  one. 
What  if  you're  using  Lotus' 


1-2-3  ?  Well,  Microsoft  Excel  reads 
and  writes  Lotus  files.  And  with 
1-2-3  Help,  you  can  learn  by  simply 
applying  your  existing  knowledge. 

For  your  nearest  Microsoft 
dealer,  call  (800)  541-1261,  Dept.  R52. 

And  discover  the  most  ad- 
vanced spreadsheet  for  the  per- 
sonal computer.  Bar  none. 

Mkmsoft 

Making  it  all  make  sense" 


ago  are  regislered  trademarks  and  Autosum,  Making  it  all  make  sense.  Toolbar  and  Windows  are  trademarks  of  Microsoft  Corporation  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus  Development  Corporation. 
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BY  GENE  KORETZ 


THE  LITTLE  GUYS 

ARE  MAKING  SOME  BIG 

BUSINESS  PLANS . . . 


Although  recessionary  clouds  still  ob- 
scure the  economic  horizon,  the  na- 
tion's small  businesses  are  in  a  surpris- 
ingly cheerful  mood.  The  National 
Federation  of  Independent  Business 
(NFIB)  reports  that  its  small-business  op- 
timism index  jumped  smartly  in  its  April 
quarterly  survey,  to  104.1 — the  highest 
reading  on  a  seasonally  unadjusted  basis 
in  three  years. 

"The  recession  will  be  over  by  the  end 
of  this  quarter,"  declares  NFiB  President 
John  Sloan.  Based  on  the  historical  rela- 
tionship between  the  index  and  the  econ- 
omy, "GNP  growth  in  the  current  quarter 
could  hit  a  3%  annual  rate,"  says  Wil- 
liam Dunkelberg,  who  is  chief  economist 
for  the  N'FIB. 

The  survey's  upbeat  tone  is  pervasive. 
More  than  half  of  all  respondents  expect 


SMALL  BUSINESS 
SMELLS  A  RECOVERY 
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better  business  conditions  and  sales  in 
coming  months;  only  8fc  anticipate  a 
worsening  business  climate.  On  the  em- 
ployment front,  a  strong  22%  of  NFiB 
members  plan  to  expand  their  work 
forces  in  the  next  six  months,  nearly 
four  times  the  number  anticipating  re- 
ductions. And  some  19%  of  companies 
plan  to  increase  their  inventories  in  the 
next  half  year — "a  very  strong  inven- 
tory-accumulation picture,  even  by  ex- 
pansion standards,"  says  Dunkelberg. 

Evei'  capital  spending,  which  has  been 
weak  ovL-r  the  past  six  months,  is  show- 
ing signs  of  life.  Some  31%  of  survey 
respondents  said  they  plan  to  make  capi- 
tal outlays  in  coming  quarters.  And  with 
interest  rates  on  short-term  loans  down 
appreciably  and  only  11%  of  NFIB  mem- 


bers anticipating  more  difficult  borrow- 
ing conditions,  signs  of  a  credit  crunch 
were  conspicuous  by  their  absence. 

Best  of  all,  the  anticipated  business 
pickup  is  associated  with  slowing  infla- 
tion. About  W/c  of  small  businesses  sur- 
veyed actually  cut  their  prices  last  quar- 
ter, and  only  21%  are  planning  near-term 
price  hikes.  Just  19%  of  small  employers 
plan  to  raise  workers'  wages  in  the 
months  ahead,  the  lowest  reading  for 
April  in  four  years. 


. . .  AND  THE  RANKS 
OF  BULLISH  ECONOMISTS 
ARE  GROWING 


Small  businesses  may  be  whistling  in 
the  dark,  but  they're  hardly  alone.  A 
growing  number  of  economists  also  be- 
lieve a  recovery  may  be  at  hand.  In  his 
weekly  report  on  the  economy,  for  exam- 
ple, Michael  Evans  of  Evans  Economics 
Inc.  declares  that  "the  recession  has 
ended."  Lehrman  Bell  Mueller  Canon 
Inc.,  an  Arlington  (Va.)-based  consulting 
firm,  predicts  that  the  economy  will 
surge  at  a  4%  annual  rate  in  the  current 
quarter.  And  both  DRi/ McGraw-Hill  and 
Giulio  Martini  of  Sanford  C.  Bernstein  & 
Co.  believe  that  the  omens  point  to  a 
modest  growth  rate  of  less  than  1%  in 
the  second  quarter  followed  by  a  faster 
pickup  later  in  the  year. 

While  the  evidence  is  mixed  (as  it  al- 
ways is  at  economic  turning  points),  the 
bulls  can  point  to  some  promising  signs 
of  imminent  growth — including  the  re- 
cent downward  trend  in  weekly  initial 
unemployment  insurance  claims,  the 
pickup  in  home  prices  and  sales,  and  the 
recent  stock  market  rally. 

How  can  you  tell  if  the  recovery  fore- 
shadowed by  such  leading  indicators  has 
indeed  begun  in  earnest?  Martini  of  San- 
ford C.  Bernstein  advises  economy 
watchers  to  ignore  employment  and  un- 
employment data  (except  for  jobless 
claims),  since  they  tend  to  continue  to 
deteriorate  in  the  early  stages  of  an  ex- 
pansion. The  best  tack,  he  says,  is  to 
focus  on  measures  related  to  physical 
output,  such  as  industrial  production  and 
manufacturers'  new  orders  for  materials 
and  consumer  goods,  which  typically 
start  posting  rapid  growth  as  soon  as  a 
recovery  begins. 

Martini  calculates  that  in  the  three 
months  following  past  cyclical  troughs, 
the  average  annual  growth  rates  of  in- 
dustrial production  and  real  new  orders 
have  been  10%  and  46%,  respectively.  "If 
these  output  measures  show  significant 
strength  in  May  and  June,"  he  says, 
"they  will  validate  our  view  that  the  re- 
covery has  probably  begun." 


ARE  'NEARLY  NEW  CARS 
BEHIND  THE  SLUMP 
IN  NEW-CAR  SALES? 


Perhaps  the  strongest  argumer 
against  an  imminent  upturn  is  th 
moribund  state  of  the  automotive  secto 
Domestic  car  sales  have  been  depresse 
since  the  year  began.  Yet  home  sales, 
far  heftier  purchase  for  consumers,  hav 
begun  to  perk  up.  Why  the  disparity? 

Economist  Stephen  W.  Gallagher 
Kidder,  Peabody  &  Co.  thinks  the  ai 
swer  lies  in  a  pickup  in  used-car  salej! 
He  notes  that  new-car  sales  held  up  dui' 
ing  the  second  half  of  last  year  after  th; 
Persian  Gulf  crisis  erupted  because  thi 
auto  makers  began  to  accelerate  flee 
sales  to  rental  agencies.  The  rental  com 
panies,  in  turn,  eventually  began  to  ur 
load  their  "nearly  new"  vehicles  to  deal 
ers  and  the  public.  But  the  immediat 
effect  was  a  substantial  rise  in  used-ca 
inventories  followed  by  a  shift  towan 
nearly  new  car  purchases  by  consumer 
who  would  ordinarily  opt  for  a  brand 
new  vehicle. 

Fleet  sales  last  fall  set  the  stage  foi 
weaker  new-car  sales  this  spring.  Manj 
cost-conscious  consumers  are  now  pur 
chasing  nearly  new  cars,  which  are  com 
ing  out  of  used-car  inventories.  And  be 
cause  the  big  auto  makers  apparentlj 
decided  that  the  fleet-sales  gambit  is 
self-defeating  and  are  curtailing  tht 
practice,  total  new-car  sales  are  in  a  tem 
porary  slump. 

"Once  inventories  of  nearly  new  cars 
are  run  down,"  says  Gallagher,  "used- 
car  prices  will  firm,  and  consumers  will 
return  to  the  new-car  market." 


THE  BOND  MARKET 
RALLY  ISN'T 
HISTORY  YET 


In  view  of  the  current  bond  market 
sell-off  and  talk  of  an  imminent  eco- 
nomic upturn,  many  investors  seem  con- 
vinced that  the  cyclical  peak  in  bond 
prices  is  behind  us.  Economist  Maury 
Harris  of  PaineWebber  Inc.,  however, 
notes  that  both  short-  and  long-term 
rates  eventually  fell  below  their  reces- 
sion lows  in  three  of  the  past  four  recov- 
eries. "Rates  usually  jump  as  a  recovery 
develops,"  he  says,  "and  then  soften  lat- 
er, as  both  inflation  and  growth  prove 
less  worrisome  than  expected."  Because 
he  thinks  this  recovery  will  be  particu- 
larly sluggish,  Harris  still  expects  long 
bond  yields  to  hit  7.5%'  next  year. 
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"One  thing  you  learn  in  racing  is  that 
they  don*t  wait  for  you  J\o,erPenske 


When  he  was  14  years  old, 
Roger  Penskes  father  took  him  to  see 
his  first  Indianapolis  500.  He  hasn't 
missed  one  since.  "The  crowd,  the 
excitement— it  just  got  to  me,"  he  recalls. 
"That's  when  I  said  to  myself,  'Someday 
I'm  going  to  compete  here.'" 

Eighteen  years  later  he  made  it  to 
Indy  as  the  leader  of  Team  Penske— 
"a  group  of  drivers,  engineers,  and 
mechanics  who  were  as  committed  to 
the  challenge  of  racing  as  I  was."  To 
date.  Team  Penske  has  won  seven 
Indy  500  victories,  making  it  the  most 
successful  team  ever. 

In  addition  to  managing  his  racing 
team,  Penske  runs  an  international 
multibillion- dollar  automotive 
business.  Whatever  his 
endeavor,  he  uses  the  same 
management  techniques. 
"I  try  to  teach  my  people 


that  it's  up  to  them  to  innovate,  to 
make  things  happen.  You  can't  just  sit 
around  and  wait." 

In  his  work,  Roger  Penske  com- 
bines a  strong  focus  on  results  with 
attention  to  detail.  "The  thing  I  like 
about  Rolex,"  he  explains,  "is  that 
they  don't  compromise  either.  If 
you're  going  to  do  something,  you 
might  as  well  be  the  best  at 
it.  That's  why  I've  worn 
a  Rolex  for  over  ^^j^ 

ROLEX 


two  decades." 


Rolex  Oyster  Perpetual  Day-Date  Chronometer  in  18kt  gold  with  matching  concealed -clasp  President  bracelet  and  Ivory  Pyramide  Roman  dial 
Write  for  brochure.  Rolex  Watch  U.S.A..  Inc.,  Dept  3-t2.  Rolex  Building.  665  Fifth  Avenue.  New  York,  NY  10022 

©  1991  Rolex  Watch  U.S-A-,  Inc  Rolex.  Oyster  Perpetual  Day-Date  and  President  are  trademarks. 


COMPAQ  PCs. 
High  performance  makes 
them  more  desirable. 
New  prices  make  them 
more  attainable. 


The  COMPAQ 
DESKPR0286NPC 
and  COMPAQ 
DESKPRO  386N  PC  are 
our  most  affordable 
desktops.  Our  smallest, 
too.  They  won't  look 
big  on  your  desk. 
Or  your  bottom  line. 


Weighing 
a  scant  6.9  lb.  and 
measuring  just 
8.5"x  II".  the 
COMPAQ  LTEI2 
PC  fits  in  most 
briefcases. 
And  budgets. 


The  COMPAQ  SLT386sf20  PC 
packs  Intel  386SX 
performance  and  full 
functionality  into  a  battery- 
powered  laptop  that  is  as 
affordable  as  it  is  powerful. 


Number  crunchers  will  appreciate 

the  speed  and  power  of  the 
COMPAQ  DESKPRO  386l25e  PC 
They'll  also  appreciate  its  price. 


m 


The  COMPAQ  DESKPRO  486/33L 
PC  is  for  the  power  user 
who  simply  refuses  to 
compromise  on  anything. 


The  COMPAQ 
DESKPR0386SPC 

and  COMPAQ 
DESKPRO386S/20PC 
offer  everything  you 
want  in  Intel  386SX 
computing.  With 
our  new  prices, 
we  mean  everything. 


At8.5"xll", 
no  other  notebook 
packs  more  features  into 
a  design  as  small  as  the 
award-winning  COMPAQ 

LTE386S/20PC 
With  our  new  prices,  why 
carry  anything  else? 


— 1 

Now  what  you  want  in  a  PC  and  what 
you  want  to  pay  for  a  PC  are  the  same 
thing.  That's  because  now  the  most 
popular  COMPAQ  personal  computers 
and  PC  systems  are  more  affordable 
than  ever. 

Our  new  prices  mean  that  millions 
of  people  can  now  discover  what  mil- 
lions of  COMPAQ  users  already  know: 
COMPAQ  PCs  simply  work  better. 

At  Compaq,  "It  simply  works  better" 
is  not  just  a  slogan.  It's  the  goal  behind 
every  product  (and  every  component 
of  every  product)  we  build. 

Working  better  means  designing 
products  in  response  to  people's  needs, 
not  our  own.  It  means  putting  the  latest 
innovations  to  work  to  enhance  your 
investment  in  PC  technology  not  ren- 
der it  obsolete. 

Working  better  means  ensuring 
reliability  and  compatibility  by  sub- 
jecting our  PCs  to  exhaustive  testing. 
It  also  means  supporting  them  the 
world  over  through  our  thoroughly 
trained  dealer  network. 

Yes,  our  prices  are  now  lower.  But 
our  standards  are  as  high  as  ever.  Just 
imagine  the  impact  these  two  simple 
facts  can  have  on  your  company 

Your  Authorized  COMPAQ  Computer 
Dealer  can  provide  you  with  complete 
pricing  and  product  information.  Or 
we  can  give  you  our  suggested  resale 
prices  and  the  location  of  the  dealer 
nearest  you.  Just  call  1-800-231-0900, 
Operator  158.  In  Canada,  1-800-263-5868, 
Operator  158. 

comPAa 


It  simply  works  better. 
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After  all,  a  man  doesn't  score  an  eagle  every  day. 
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Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth. 

So  is  a  Macanudo. 

In  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the  men  of 
Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos  in 
the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  is  the 
cigar  with  the  sweet  smell  of  success. 

Ask  your  favorite  smoke  shop  for  the  box  of  Macanudo  cigars  that  wa) 
made  for  you.  And  let  any  moment  worth  savoring  linger  in  your  mind  wil 
the  taste  and  aroma  of  a  Macanudo. 

MACANUDO^TAie  Ultimate  Cigar 
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BY  KATHLEEN  MADIGAN 


;  EASING  INFLATION 
GLEAM  IN  THE  GLOOM? 


Hvery  dark  cloud  has  a  silver  lining.  For  recessions, 

■  it  usually  takes  the  form  of  slowing  inflation.  This 

■  time,  however,  price  increases  remain  stubbornly 
h  even  after  10  months  of  declining  economic  activity. 
:  signs  of  improvement  are  appearing,  and  they  will 
ome  more  widespread  as  the  year  progresses, 
'hat's  because  the  economic  fundamentals  are  in  place 
insure  lower  inflation  this  year.  Smaller  wage  hikes, 
)roved  productivity,  and  lower  borrowing  costs  are 
ing  businesses  some  breathing  room  on  the  cost  side, 
i  weak  industrial  output  means  more  capacity  is  go- 
unused.  With  demand  still  soft,  companies  are  fore- 

ng  price  hikes  in  order  to  attract  new  customers  and 
ft  their  assembly  lines  rolling  again, 
loreover,  improvement  in  inflation  usually  lags  be- 
d  a  turnaround  in  economic  growth.  So  price  gains 
uld  continue  to  slow  even  after  the  recovery  starts  to 
e  hold  later  this  year.  The  progress  on  the  inflation 
at  is  good  news  for  the  Federal  Reserve.  Smaller 
;e  hikes  allow  the  central  bank  to  concentrate  on 
ling  the  recession  (page  36). 

LOW  AND  The  latest  price  reports  confirm  that  in- 
rEADY  flation  is  starting  to  moderate,  slowly  but 
fINS  THE  surely.  Both  consumer  prices  and  produc- 
RICE  RACE  gj.  prices  of  finished  goods  rose  a  mild 
"fc  in  April,  after  declines  in  March.  Falling  fuel  costs 
leading  the  inflation  slowdown.  But  sagging  demand, 
entory  problems,  and  idle  industrial  capacity  are  tam- 
price  rises  for  other  goods  and  services. 

Excluding  food  and  energy, 
the  consumer  price  index  in- 
creased by  only  0.2%  in  April 

  I       and  0.1%  in  March.  Since  Janu- 

J^J  \  ary,  this  core  rate  of  inflation 
~~^Sif  has  risen  at  an  annual  rate  of 

.  just  4.4%,  down  considerably 

from  the  5.9%  clip  in  the  three 
months  before  that.  Over  the 
past  12  months,  the  core  rate  is 
up  5.1%',  which  is  still  high  but  a 
significant  improvement  over 


INFLATION  IS 
LOW  TO  IMPROVE 
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5.77^  pace  posted  during  January  (chart). 
)ne  promising  development  is  that  the  slowdown  in 

CPI  is  taking  place  in  both  services  and  goods.  Goods 
ies  have  been  well-behaved  for  more  than  a  year,  as 
ggish  spending  on  everything  from  clothing  to  furni- 
e  has  kept  prices  from  rising  by  very  much. 
5ut  now,  weaker  demand  for  services  is  having  some 
ect  on  inflation  there.  Prices  of  nonenergy  services 


rose  at  a  4.1%'  annual  rate  in  the  three  months  ended  in 
April,  down  from  the  6.2%  advance  in  the  three  months 
before  that  and  the  6.4%'  pace  in  the  three  months  ended 
in  July  when  the  recession  began.  The  slowdown  in 
service  costs  is  mostly  in  the  housing  sector,  which 
makes  up  about  one-half  of  the  CPI  for  services. 

The  inflation  rates  for  some  goods  and  services  remain 
at  remarkably  high  levels  even  this  far  into  recession. 
But  the  acceleration  in  prices  for  such  nonessential  items 
as  entertainment  and  toiletries  seems  unlikely  to  contin- 
ue, because  income  growth  remains  low,  leaving  house- 
holds with  less  discretionary  cash.  Moreover,  consumers 
still  show  little  eagerness  to  go  out  and  spend. 


SHOPPERS 
ARE  STILL 
JUST 

BROWSING 


That  was  the  case  in  April,  when  retail 
sales  edged  down  by  0.1%,  to  $151.5  bil- 
lion. The  decline  suggested  that  the  reces- 
sion continued  into  this  quarter.  But 
along  with  the  release  of  the  April  data,  the  Commerce 
Dept.  reported  a  revision  in  the  March  numbers  to  show 
a  0.4%'  gain  in  sales  for  that  month.  Previously,  March 
store  receipts  were  estimated  to  have  dropped  by  0.87". 

Such  a  large  revision  is  not  unusual,  but  the  gain  in 
March  caused  some  to  wonder  if  the  recovery  had  fallen 
into  place  by  the  end  of  the  last  quarter.  Indeed,  bond 
traders  seemed  to  dislike  the  sales  report  because  an 
early  recovery  would  wipe  out  the  progress  being  made 
in  inflation.  The  jitters  in  the  bond  markets  sent  shock 
waves  through  Wall  Street.  The  stock  and  bond  markets 
weakened  after  the  release  of  the  retail  data  on  Apr.  14. 

But  after  adjusting  for  price 
changes,  retail  sales  remain  on 
a  downward  trend  (chart).  In 
April,  real  store  purchases  were 
still  about  2%'  below  their  levels 
of  a  year  ago. 

In  addition,  the  early  signs 
for  May  shopping  aren't  spec- 
tacular. New  domestically  made 
ears  sold  at  an  annual  rate  of 
5.4  million  during  the  first  10 
days  of  the  month.  That's  worse 


RETAIL  SALES 
REMAIN  WEAK 


JAN  '90 
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than  the  awful  5.5  million  pace  for  all  of  April,  which 
was  the  sorriest  monthly  sales  performance  in  8^/2  years. 

Clearly,  the  retail  sector  has  a  way  to  go  before  re- 
bounding. And  only  expanded  spending  by  consumers 
can  help  retailers  out  of  their  hole.  Until  then,  stores  will 
probably  continue  to  use  discounts  to  draw  shoppers  in. 
That  means  smaller  price  increases  in  coming  months. 

The  recession's  impact  is  not  just  on  consumer  infla- 
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tion,  of  course.  It  also  means  that  manufacturers  and 
distributors  cannot  mark  up  prices  at  the  wholesale  lev- 
el. And  the  slowdown  in  inflation  at  the  production  stage 
is  much  more  stunning  than  at  the  consumer  level. 


PRODUCER 
PRICE 
HIKES  ARE 
SLOWING 


Indeed,  the  small  gain  in  finished-goods 
prices  in  April  followed  declines  in  each 
of  the  previous  four  months,  mostly 
caused  by  falling  fuel  costs.  As  with  con- 
sumer prices,  the  April  reading  for  producer  inflation 
would  have  been  more  modest  except  for  a  record  runup 
in  the  prices  of  fruits  and  vegetables.  That  sharp  in- 
crease is  unlikely  to  be  repeated  in  coming  months. 
Excluding  food  and  energy,  producer  prices  rose  by  0.27^- 
in  April. 

Inflation  at  the  producer  level,  excluding  the  gyrations 
of  food  and  energy  costs,  hit  a  six-year  high  of  4.77^  back 
in  mid-1989,  right  after  the  industrial  sector  began  to 
slide.  Since  then,  price  hikes  have  become  quite  meager. 
Prices  are  up  just  3.7%  in  the  past  12  months. 

Even  as  businesses  are  finding  it  hard  to  pass  along 
price  rises,  manufacturers  themselves  are  benefiting 
from  a  slowdown  in  cost  increases  for  the  materials  they 
use  to  make  consumer  and  business  goods.  Prices  of 
industrial  supplies,  excluding  food  and  energy,  have  fall- 
en for  five  months  in  a  row,  including  a  0.27  downtick  in 
April.  The  costs  of  raw  materials  are  also  dropping. 

FACTORIES  The  sorry  state  of  manufacturing  ensures 
BRING  that  wholesale  inflation  will  grow  more 

OUT  THE        subdued.  Industrial  output  managed  a 
MOTHBALLS    ^,-,-1^11  o.l7  gain  in  April,  but  the  revised 
March  data  showed  that  output  in  that  month  dropped 
by  0.67,  not  the  0.37'  fall  initially  reported.  Factory 
output  rose  0.27'  in  April,  after  falling  0.87  in  March. 

Auto  makers  led  the  April  gain  in  output.  Excluding 
cars,  production  declined  by  0.27-.  However,  car  produc- 
tion in  April  was  some  10%  below  its  pace  of  a  year  ago. 


Car  dealers  are  being  careful  about  ordering  new  cars? 
and  that's  causing  some  buildup  of  inventories  at  autc;| 
factories.  Excess  stockpiles  plus  the  sickly  pace  of  cai  5 
sales  mean  that  the  auto  industry  isn't  going  to  lead  thiil  j' 
economy  out  of  recession.  ' 

With  output  so  weak,  many  companies  are  mothballj 
ing  more  of  their  equipment  and  locking  their  factory 
doors.  The  capacity  utilization  rate  for  all  industrjj 
dropped  to  78.37  in  April,  from  78.57  in  March.  Manu 
facturers  used  only  77.17'  of  capacity,  down  from  77.27> 

Operating  rates  are  now  be 
neath  their  lows  of  the  1986  in 
dustrial  slump  and  stand  at 
their  weakest  since  the  1981-82 
recession.  As  long  as  demand 
remains  comatose,  operating 
rates  will  slip  further.  That 
means  the  small  capital-spend- 
ing rebound  expected  in  the  sec 
ond  half  won't  happen.  Compa- 
nies simply  will  have  too  much 
capacity  already  on  hand. 


SALES  SINK  FASTER 
THAN  INVENTORIES 
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Businesses  may  have  too  many  goods  on  hand  as  well. 
True,  inventories  at  factories,  wholesalers,  and  retailers 
have  been  cut  since  the  recession  began.  But  because 
sales  have  declined  even  more  steeply,  companies  are 
holding  bigger  stockpiles  than  they  probably  want. 

In  March,  business  inventories  dropped  0.87c,  led  by  a 
1.47'  decline  in  retail  stockpiles.  But  business  sales  fel 
by  a  larger  17^.  In  the  past  year,  inventories  have  risen 
by  just  1.37'.  But  sales  have  fallen  a  sharp  3.47f  (chart) 
An  overhang  of  inventories  is  especially  acute  at  the 
factory  and  wholesale  levels. 

The  buildup  of  stockpiles  opens  the  way  for  further 
price  cuts.  Companies,  eager  to  clear  their  warehouses, 
are  likely  to  hang  out  sale  signs.  That  means  the  infla- 
tion rate  should  continue  to  slow,  giving  the  dark  reces- 
sion clouds  a  bright  rim. 


I 


THE  WEEK  AHEAD 


FEDERAL  BUDGET 


Tuesday,  May  21,  2  p.m. 
The  federal  government  is  expected  to 
post  a  $33  billion  surplus  for  April,  ac- 
cording to  economists  surveyed  by  MMS 
International,  a  division  of  McGraw-Hill 
Inc.  The  projected  surplus  is  smaller 
than  the  $41.8  billion  surplus  in  April, 
1990.  Washington's  budget  usually 
reaches  about  half  of  its  deficit  for  the 
entii'i'  fiscal  year  in  the  first  seven 
months.  The  slowdown  in  tax  collections 
this  April  means  that  the  1991  deficit  is 
on  track  in  iiit  $237  billion.  Some  econo- 
mists expec"  that  the  recession  will  in- 
crease the  demand  for  spending  on  pub- 
lic assistance  while  cutting  into  tax 
payments.  As  a  result,  the  deficit  could 


go  even  higher,  to  more  than  $2.50  bil- 
lion. In  1990,  Washington  posted  a  re- 
cord red-ink  sum  of  $220.4  billion. 

DURABLE-GOODS  ORDERS  

Thursday,  May  23,  8:30  a.m. 
New  orders  placed  with  durable-goods 
manufacturers  probably  increased  by 
about  1.57  in  April,  say  MMS  economists. 
That's  suggested  by  the  small  increase 
in  auto  output.  The  expected  gain,  how- 
ever, would  hardly  reverse  the  previous 
three  consecutive  declines,  including  a 
4.97'  drop  in  March.  With  new  demand 
so  sluggish,  unfilled  orders  likely  fell  by 
about  17  in  April,  after  edging  down 
0.57>  in  March.  Unfilled  orders  are  flat 
from  a  year  earlier.  The  declining  back- 
log of  demand  suggests  that  durable- 


goods  output  will  not  revive  in  the  sec- 
ond tjuarter. 

INITIAL  UNEMPLOYMENT  CLAIMS 


Thursday,  May  23,  8:30  a.m. 
Filings  for  state  unemployment  insur- 
ance benefits  probably  stood  at  an  annu- 
al rate  of  about  475,000  for  the  week 
ended  May  11.  Claims  tend  to  be  volatile 
from  week  to  week,  but  the  expected 
number  is  about  equal  to  the  476,000 
pace  averaged  during  April.  For  the 
week  ended  Apr.  27,  claims  fell  to  an 
annual  rate  of  455,000.  Even  so,  the  level 
of  jobless  claims  remains  high  enough  to 
indicate  that  the  unemployment  rate, 
which  had  fallen  slightly  in  April,  to 
6.67  from  March's  6.8%  level,  will  proba- 
bly increase  again  in  May. 
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AreY)ur 
Secretaries 

/WdOfMce? 


Or  is  it  that  they  just  don't  have  much  use  for 
nputers?  Maybe  they  know  what's  really  needed  is 
iply  a  better  way  to  get  the  words  out. 

Buying  computers  to  do  letters,  reports,  spread- 
?ets  and  phone  lists  can  be  a  costly  extravagance, 
pecially  when  an  IBM "  Wheelwriter'  typewriter  or 
rd  processor  could  do  the  job  better,  cheaper  and, 
many  cases,  faster. 

The  IBM  Personal  Wheelwriter  2  and  the  IBM 
leelwriter  15  build  on  the  tradition  of  IBM 
lectric'  typewriters.  And  with  the  Wlieelwriter 
50  or  70,  you  can  get  up  to  40  pages  of  memory, 
th  an  optional  disk  drive,  that  can  be  expanded 
300  pages  per  diskette.  So  before  you  spring  for 
nputers,  stop  by  your  local  dealer  selling  IBM 


^^pewriters 


Typewriters  and  see  all  the  advanced  functions  IBM 
Wheelwriter  typewriters  can 
perform.  Or  call  1-800-IBM- 
2468.  It  could  help  you  avoid 
an  expensive  mousetrap. 
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THE  MEXICO  PACT: 
WORTH  THE  PRICE? 

HOPES^AND  FEARS^ARE  RISING  AS  FREE  TRADE  EDGES  TOWARD  REALITY 


In  San  Diego,  city  bigwigs  are  think- 
ing of  building  the  first  truly  interna- 
tional airport — with  a  main  runway 
extending  across  the  border  into  Mexico. 
In  Japan,  executives  at  Nissan  Motor 
Co.  plan  a  SI  billion  auto-assembly  plant 
in  Aguascalientes  that  may  ship  cars 
and  trucks  into  the  U.  S.  duty-free.  And 
in  Nuevo  Laredo.  Ruben  Solis  Carbajal, 
27.  sits  himched  over  wiring  diagrams  in 
an  electronics  classroom,  awaiting  the 
day  when  a  deluge  of  foreign  invest- 
ment gives  him  the  job  he  needs  to  lift 
him  and  his  family  into  Mexico's  small 
middle  class. 


On  both  sides  of  the  border,  hopes — 
and  fears — are  rising  as  the  prospect  of 
free  trade  with  Mexico  edges  toward  re- 
ality. The  idea  took  a  big  leap  forward 
on  May  14,  when  the  Senate  Finance 
Committee  and  the  House  Ways  & 
Means  Committee  easily  approved  talks 
aimed  at  adding  Mexico  to  the  existing 
U.  S.-Canada  free-trade  zone.  The  result 
would  be  the  world's  largest  free  mar- 
ket, with  364  million  consumers  and  a 
total  output  of  S6  trillion— 25^^f  larger 
than  the  European  Community-. 

The  deal  would  sustain  the  boom  in 
North  American  trade.  During  the 


1980s,  U.  S.  expoi-ts  to  Canada  and  Mexi 
CO  doubled,  from  S55.3  billion  to  Sill 
billion.  The  pact  would  also  mark  a  bole 
departure.  Never  before  have  industi-ia 
ized  countries  created  such  a  massivt 
free-trade   area  with   a  Third  Worlc 
neighbor,  much  less  one  with  90  millior 
people,  half  of  them  under  16  (table).| 
After  decades  of  sending  its  job-starved! 
laborers  north,  Mexico  hopes  instead  tcj 
move  its  economy  from  Latin  America  tci 
North  America.  But  millions  of  the  newl 
North  Americans  are  desperately  poor.' 
ready  to  work  for  So  a  day. 
Those  vast  disparities  have  startled 
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^one — from  union  leaders  to  envi- 
lentalists  to  powerful  business  lob- 
All  these  interested  parties  have 
elbowed  their  way  to  the  negotiat- 
table.  The  result  is  likely  to  be  a 
!red-down  free-trade  agreement 
.  But  even  with  an  agreement  less 
d  than  Presidemt  Bush  and  Mexican 
ident  Carlos  Salinas  de  Gortari  envi- 
!d,  the  inevitable  melting  away  of 
)order  is  certain  to  continue, 
at's  just  what  worries  U.  S.  work- 
Take  Thelma  Martin,  who  for  21 
5  has  helped  produce  irons  and  cof- 
30ts  at  a  Hamilton  Beach /Proctor- 
Inc.  factory  in  Southern  Pines, 
,  She  and  hundreds  of  other  work- 
-many  of  them  single  parents — face 
'fs  without  severance  pay  if  the 
)any  shifts  more  production  to  a 
;  in  Juarez,  Mexico.  Appealing  to 
d  members  at  the  annual  meeting  in 
3land  of  the  parent  company,  NACCO 
s tries  Inc.,  Martin  asked  them  to 
:ine  what  it  would  mean  to  lose  your 
;h  insurance  at  midnight  after  your 
day  at  work. 

»GE  AND  SMOG.  Indeed,  American  la- 
leaders  are  sounding  alarms  over 
\lexico  deal.  Hundreds  of  thousands 
workers  such  as  Martin,  they  say, 
d  lose  jobs  as  plants  move  to  cheap- 
•  havens  in  Mexico.  Environmental- 
point  to  the  sludge  in  the  Rio 
ide  and  the  smog  hanging  over  Mex- 
'ity  and  warn  that  Mexico  could  de- 
e  clean-air  and  toxic-waste  stan- 
s  across  the  continent.  Already,  the 
r  Rio  Grande  is  the  most  polluted 
■  in  the  U.  S.,  gathering  massive 
s  of  chemical  waste  and  sewage 
g  its  course  from  El  Paso  to  the 
of  Mexico. 

le  consternation  doesn't  stop  there, 
cs  claim  that  free  trade  will  draw 
e  of  Mexico's  desperate  jobless 
h.  Concerned  parents  wonder  if 
3  drugs  will  sneak  into  the  U.  S. 
g  with  swelling  exports  from  Mexi- 
^'armers  fear  that  cheap  fruits  and 
itables,  some  of  them  contaminated 
pesticides  banned  in  the 
,,  will  stream  over  the 
Removing  the  U.  S. 


than  local  parts  and  labor  in 

order  to  qualify  for  duty-free  treatment 
(table). 

U.  S.  environmentalists  drew  a  strong 
hand  as  well,  picking  up  a  seat  at  the 
negotiating  table  and  establishing  an  of- 
ficial advisory  panel  of  environmental- 
ists to  match  existing  groups  of  business 
and  labor  advisers.  And  the  Administra- 
tion promised  to  extract  pledges  from 
Mexico  for  strict  enforcement  of  envi- 
ronmental regulations,  particularly 
along  the  border.  The  U.  S.  is  committed 
to  use  "whatever  carrots  and  sticks  it 
can  to  bring  up  Mexican  standards," 
says  Richard  A.  Johnson,  former  Gener- 


to  increase  unemployment  benefits  to 
U.  S.  workers  who  lose  their  jobs  to  im- 
port competition. 

The  White  House  promises  to  make 
sure  that  Congress'  blessings  won't  end 
there.  Too  much  is  at  stake.  Failure  to 
iron  out  an  agreement  would  be  a  hu- 
miliating defeat  for  Bush.  Not  only  does 
the  Administration  see  the  FTA  as  a  long- 
term  boost  to  the  U.  S.  economy,  but  it's 
also  insurance  against  any  future  rever- 
sal of  Salinas'  pro-U.  S.  attitude  (page 
35).  The  purpose  of  the  trade  pact  "is 
primarily  to  stabilize  Salinas  and  cement 
the  structural  changes  going  on  in  the 
Mexican  economy,"  says  James  K.  Gal- 


CAN  LINKING  QUITE  DIFFERENT  NATIONS... 


Mexico 

U.S. 

Current  population  (millions) 

90.0 

252.5 

Gross  national  product  per  capita  (U.S.  dollars*) 

$1,760.0 

$9,373.0 

Gross  domestic  product  (billions  of  U.S.  dollars*) 

$176.7 

$4,847.3 

Share            ►  Agriculture* 

of  GDP          ►  Goods  production* 

in:                 ►  Services* 

2% 
33% 
65% 

9% 
35% 
56% 

...PROVIDE 

Billions 

Percentage  of 
U.S.  tofal 

A  DRAMATIC           1990  U.S.  exports  to  Mexico 

$28.4 

7.2% 

LIFT  TO  TRADE?     1990  U.S.  imports  from  Mexico  30.2 

6.1 

*As  of  1988  (latest  comparative  figures  available) 

DATA  WORLD  BANK  US  CENSUS  BUREAU.  MEXICAN  EMBASSY 
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f  on  orange  juice  will 
le  out  the  Florida  indus- 
'  says  Bill  Becker,  a  citrus 
ver  in  St.  Lucie  County, 

and  chairman  of  the  Florida  Citrus 
mission.  "We  can't  compete  with 

environmental  constraints,  labor 
traints,  and  the  other  regulations." 
exophobia  has  not  been  lost  on 
hington.  To  win  Congress'  approval 
tart  talks,  the  Administration  laid 

many  of  its  negotiating  objectives, 
iding  transition  periods  of  more 
i  10  years  for  reducing  U.  S.  tar- 

and  rules  requiring  that  manufac- 
d  goods  from  Mexico  contain  more 


HAVE  A  HEART 

IN  NORTH  CAROLINA, 
NACCO  WORKERS 
PROTEST  PRODUaiON 
SHIFTS  TO  MEXICO 


al  Counsel  for  International 
Trade  at  the  Commerce  Dept. 
Some  issues  have  already 
been  decreed  too  hot  to  handle.  In  a  bow 
to  Mexican  sensitivities,  the  U.  S.  won't 
push  for  direct  foreign  investment  in 
Mexico's  nationaHzed  oil  industry.  U.  S. 
Trade  Representative  Carla  A.  Hills 
calmed  American  unions'  biggest  fears 
by  ruling  out  discussions  of  so-called  la- 
bor exports — allowing  Mexico  to  export 
its  workers  along  with  its  goods  by 
opening  the  border  to  totally  free  immi- 
gration. And  shoving  ideological  objec- 
tions aside,  President  Bush  has  agreed 


fREATENED 

FAMILIES  DEPENDENT 
ON  MAQUILADORAS 
MAY  BE  UPROOTED 
FREE  TRADE 


braith,  an  economisi 
at  the  University  of 
Texas. 

In  fact,  something  resembling  free 
trade  between  Mexico  and  the  U.  S.  be- 
gan five  years  ago,  when  Mexico  started 
tearing  down  import  barriers  after  it 
joined  the  General  Agreement  on  Tariffs 
&  Trade.  Today,  45%  of  Mexican  goods 
enter  the  U.  S.  tariff-free.  The  Hamilton 
Beach /Proctor-Silex  plant  in  Juarez,  just 
south  of  El  Paso,  is  one  of  2,000  maqui- 
ladoras,  plants  that  have  sprung  up 
near  the  border  over  the  past  two  de- 
cades using  cheap  labor  to  assemble 


BY 
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American-made  components  for  reexport 
to  the  U.  S.  Farther  inside  Mexico, 
Chrysler  Corp.  makes  its  Ram  Charger 
trucks  in  Mexico  City  and  ships  them 
north.  General  Motors  Corp.,  with  55,000 
workers  in  Mexico,  is  the  nation's  larg- 
est private  employer.  And  Americans 
have  been  using  Mexican  onions  and  to- 


bumpy.  The  bureaucracy  remains  impos- 
ing. The  legal  system  is  something  out 
of  Franz  Kafka  and  often  subject  to  po- 
litical interpretation  or  outright  corrup- 
tion. And  the  government  controls 
prices.  "With  all  the  change,  capitalism 
is  still  a  dirty  word  around  here," 
says  a  corporate  lawyer  in  Mexico  City. 


FERTILE  GROUND 

MEXICAN  FARMERS 
COULD  REAP  A  BUMPER 
CROP  IF  AGRICULTURE 
EXPORTS  ZOOM 


WHAT  THE  FIHE  PRIHT  MIGHT  SAY 


A  U.S.-Mexico  free  trade  pact  will  set  domestic-content  require- 
ments for  Mexican  exports.  Auto  makers,  for  example,  want  levels 
as  high  as  80%  to  keep  the  Japanese  from  using  Mexico  as  a  back  door  into  the  U.S. 

Various  measures  might  guard  against  sudden  surges  in  imports  of 
fruits,  vegetables,  cement,  and  other  goods  from  Mexico.  Phasing  in 
new  rules  or  tariffs  over  10  years  or  more  is  one  possibility.  Another  is  "snap-back"  tar- 
iffs reimposing  duties  if  goods  flood  in 

To  counter  complaints  from  domestic  farmers,  U.S.  officials  will  step 
up  inspection  of  Mexican  produce  for  pesticide  residues 

Mexico  will  have  to  commit  to  stronger  enforcement  of  existing 
regulations  along  the  border.  Also,  U.S.  companies  might  have  to 
submit  environmental  assessments  of  their  plants  in  Mexico.  The  two  governments  will 
work  together  to  combat  air  and  water  pollution  and  hazardous  waste  at  the  border 

President  Bush  has  promised  retraining  and  extended  unemployment  benefits 
for  U.S.  workers  who  lose  their  jobs  because  of  imports  or  plant  relocations, 
even  though  no  such  provision  will  be  in  the  pact 

DATA:  BW 


RULES  OF  ORIGIN 


TRANSITION 


AGRICULTURE 


THE  ENVIRONMENT 


JOBS 


matoes  for  their  salad  for  some  time. 

So,  the  more  precise  question  is  not 
whether  the  U.  S.  should  enter  into  free 
trade  with  Mexico,  but  at  what  pace. 
"Free  trade  just  formalizes  what's  al- 
ready happening,"  says  Claudio  X.  Gon- 
zalez, ;reneral  director  of  Kimberly-Clark 
de  Me>:ico.  But  U.  S.  companies  still 
aren't  likely  to  stampede  southward. 
Even  witii  free  trade,  Mexico  will  remain 
a  quirky  place  to  do  business.  The 
phones  often  don't  work,  and  electricity 
can  be  a  sometime  thing.  The  roads  are 


To  remake  Mexico  would  require  a 
tremendous  surge  in  foreign  investment. 
Investm.ent  to  date  has  produced  mainly 
low-p  ;y,  low-skill  assembly  jobs.  After 
oil,  the  500,000  workers  in  the  maquila- 
doras  provide  Mexico  with  its  second- 
largest  source  of  income.  But  the  nia- 
quilas  are  a  creature  of  the  current 
tariff  structure  that  would  be  swept 
away  with  an  FTA.  Theoretically,  Mexico 
could  then  expect  world-class,  integrated 
foreign  investment  away  from  border 
areas  already  strained  by  the  lack  of 


roads,  housing,  sanitation,  and  schoolf 
But  there  are  other  limits  to  progres| 
Primary  is  Mexico's  fast-growing  pop 
lation,  which  swells  the  labor  force  t 
nearly  1  million  new  job-seekers  ever 
year,  many  of  them  failing  to  reach  tfi 
eighth  grade.  With  unemployment 
13.5%,  even  thousands  of  new  jobs  witi 
U.  S.  companies  would  barely  begin  t| 
absorb  the  surplus.  And  with  so  man] 
available  for  work,  Mexico's  low  wag* 
won't  rise  dramatically  ani 
time  soon.  That  doesn't  pair 
a  pretty  picture  for  the  im: 
gration  problem,  either.  Whi 
new  jobs  will  help  keep  so: 
Mexican  workers  home,  the] 
won't  come  close  to  stoppin; 
the  steady  stream  of  job  seeker 
northward. 

Then  there's  the  rough-and-tumbl 
side  of  Mexico,  where  laws  of  all  sorts 
including  environmental  rules,  are  ofte 
ignored.  Safety  features,  from  seat  belt 
to  hazardous-material-transport  rules 
for  example,  are  viewed  as  imports  fror 
more  neurotic  cultures.  These  attitude 
run  deep.  Carlos  Solis  Villalobos  exper 
enced  the  sort  of  nightmare  labor  am 
environmentalists  both  fear.  In  lat 
March,  he  was  getting  out  of  his  ca 
parked  on  a  residential  street  in  Juarez 
when  a  chemical  truck  rolled  by  spray 
ing  calcium  sulfate  through  a  leak; 
valve.  Solis  was  hospitalized  with  exten 
sive  body  burns. 
PEN  STROKE.  Free  trade  alone  won't  cur< 
environmental  abuses  in  Mexico.  Bu 
even  so,  a  scenario  of  hundreds  of  U.  S 
companies  scurrying  south  to  the  land  o) 
easy-polluting  is  unlikely.  With  all  of  its 
problems,  Mexico  has  a  strong  executivf 
that  can  shut  down  factories  for  pollut 
ing  with  the  stroke  of  a  pen.  In  April 
with  U.  S.   environmentalists  decrying 
filthy  air  and  tainted  water.  President 
Salinas  closed  scores  of  factories — for- 
eign and  Mexican-owned — from  a  Gener- 
al Motors  ynaquiladora  to  a  Hoechst 
chemical  plant.  In  Mexico,  polluting 
managers  even  risk  their  freedom.  "No 
matter  who  you  are,  they  can  throw  you 
in  jail  tomorrow,"  says  Samuel  Po- 
dolsky,  general  manager  of  Novedades 
Editores,  a  Mexican  publishing  company. 

Despite  the  muscle  of  its  supporters,  a 
sweeping  North  American  pact  is  far 
from  certain.  Formidable  opposition  in 
Canada  is  one  big  problem.  Although 
Prime  Minister  Brian  Mulroney  enthusi- 
astically backs  North  American  free 
trade  as  "a  next  logical  step,"  his  Pro- 
gressive Conservative  government  is 
weak  and  unpopular.  Canada's  deep  re 
cession,  which  has  raised  unemployment 
to  10.2%,  is  being  blamed  largely  on  the 
1988  U.  S.-Canada  fta.  Polls  show  a  ma- 
jority of  Canadians  are  opposed  to  in- 
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ling  Mexico  in  a  free-trade  area.  The 
th  American  deal  is  being  put  to- 
ler  to  provide  multinationals  "the 
3st  common  denominator"  in  wages 
job  benefits,  charges  Maude  Barlow, 
I  chairs  the  Council  of  Canadians,  an 
-FTA  group. 

s  if  that  weren't  enough  to  imperil 
tripartite  deal,  U.  S.  trade  ambassa- 
Hills  has  vowed  to  use  the  talks  to 


beat  down  barriers  in  Canada  to  U.  S. 
movies,  TV  programming,  books,  and 
magazines.  Canadian  Trade  Minister  Mi- 
chael Wilson  warns  that  protection  of 
Canada's  "cultural  industries"  isn't  ne- 
gotiable. The  Mulroney  government  "is 
not  prepared  to  negotiate  now  what  was 
settled  then." 

Time  will  weigh  heavily  on  the  negoti- 
ators' minds.  Congress'  renewal  of 


White  House  negotiating  authority  is  for 
two  years.  Bush  is  up  for  reelection  in 
'92;  Salinas'  term  ends  in  '94.  That  gives 
bargainers  barely  a  moment  to  reach  the 
biggest  free-trade  deal  ever  undertaken. 

By  Paul  Magyiusson  in  Washington  and 
Stephe?i  Baker  iji  Mexico  City,  with  David 
Beach  in  Cleveland,  Gail  DeGeorge  in 
Miami,  and  William  C.  Symonds  in 
Toronto 


SALINAS'  PLAN:  FIRST  FEED  THE  PEOPLE,  THEN  TALK  REFORM 


I^B^nitting  together  the  Mexican 
and  U.  S.  economies  may  be 
l^^troubling  to  many  Americans, 
t  it's  south  of  the  border  where  the 
^gest  convulsions  are  likely  to  occur, 
lile  Mexicans  are  hungry  for  some 
America's  prosperity,  it's  not  easy 

•  them  to  swallow  national  pride  and 
ch  a  ride  with  Uncle  Sam. 

[t  was  nothing  less  than  economic 
lure  that  drove  Mexico  to  look  north 

•  help.  Like  the  nations  of  Eastern 
rope,  Mexico  is  ditching 

unsuccessful  economy 
sed  on  protected  national 
lustries  and  behemoth 
ite-run  enterprises.  It's 
•owing  in  with  the  U.  S. 
;t  as  global  competition 
ikes  the  going  tougher. 
But  unlike  Eastern  Eu- 
36,  Mexico's  political  sys- 
n  hasn't  collapsed — at 
St  not  yet.  The  challenge 
.•ing  President  Carlos  Sali- 
s  de  Gortari  is  at  once  to 
^n  the  economic  doors  to 
?  gringos  and  keep  a  grip 

Mexican  politics. 
SESSION.  Salinas  enjoys 
eat  power  as  Mexico's 
esident,  and  he's  exerting 
squarely  on  economic  re- 
•m.  "The  economic  trans- 
lation seems  to  be  his  obsession," 
serves  Lorenzo  Meyer,  a  historian 
d  frequent  Salinas  critic.  If  he  suc- 
ids,  Salinas  thinks  the  inevitable  po- 
cal  changes  will  come  more  gently. 
3r,  think  of  it  this  way:  Salinas  is 
tting  perestroika  before  glasnost.  A 
)  official  of  Salinas'  Institutional 
volutionary  Party,  which  has  ruled 
ixico  without  interruption  since  1929, 
plains:  "Gorbachev  should  have  used 
?  monolithic  power  of  the  state  to 
?amp  the  economy  before  he  opened 

the  political  system." 
Salinas  is  determined  to  conduct  his 
'orms  the  other  way  around.  He  has 
ilt  a  new  ruling  coalition  in  Mexico, 
ting  the  mammoth  labor  unions,  Sali- 
s  has  cozied  up  instead  to  Mexico's 
werful  business  leaders,  who  now 


are  busy  buying  back  banks  that  the 
government  nationalized  in  1982. 

Oddly  enough,  another  key  ally  is 
George  Bush,  who  has  gone  to  great 
lengths  to  support  Salinas.  Bush 
pushed  through  Mexico's  debt  renego- 
tiation two  years  ago.  Next,  he  put 
free  trade  near  the  top  of  his  agenda. 
Last  November,  at  the  height  of  the 
gulf  crisis,  Bush  even  took  time  to 
travel  to  Salinas'  tiny  hometown  in  the 
state  of  Nuevo  Leon  to  give  the  Mexi- 


WHILE  SALINAS  STAKES  HIS  FUTURE  ON  CEMENTING  A 
FREE-TRADE  DEAL,  CARDENAS  IS  TRYING  TO  DERAIL  NEGOTIATIONS 


can  President  a  boost.  "Mexico's  politi- 
cal regime  will  survive,  thanks  to  the 
endorsement  of  Washington,"  says 
Adolfo  Aguilar,  a  political  analyst  with 
close  ties  to  Salinas'  leftist  opposition. 

While  counting  on  Bush  to  deliver  a 
free-trade  deal  in  Washington,  Salinas 
is  working  to  stifle  nationalist  foes.  Op- 
position politicians  complain  that  Sali- 
nas supporters  in  Mexico's  ineffectual 
Congress  have  worked  to  keep  the 
free-trade  debate  off  the  floor  and 
have  banned  hearings  on  the  subject. 
"We  don't  even  have  access  to  informa- 
tion on  what's  going  on,"  complains 
Luis  H.  Alvarez,  president  of  the  con- 
servative National  Action  Party. 

Then  there's  Cuauhtemoc  Cardenas, 
son  of  the  revered  Mexican  President 
Lazaro  Cardenas,  who  nationalized  the 


oil  industry  in  1938.  The  leader  of  the 
Party  of  the  Democratic  Revolution, 
Cardenas  is  campaigning  for  summer 
elections  on  an  anti-free-trade  plat- 
form. He  decries  what  he  sees  as  a 
sellout  to  the  yanquis.  Ineffectual  at 
home,  the  PRD  nonetheless  is  making 
inroads  in  Washington,  feeding  anti- 
free-trade  ammo  to  groups  ranging 
from  bird  lovers  to  carmakers. 
BENDING  THE  LAW.  Troublesome  as  Car- 
denas may  prove,  Salinas'  greatest 
challenge  lies  ahead.  He  has 
led  Mexicans  to  expect  a  tid- 
al wave  of  foreign  invest- 
ment and  growth  once  a 
free-trade  deal  is  in  the 
works.  Anticipating  this,  the 
Mexican  stock  market  this 
year  already  has  run  up 
47%.  "The  government 
promised  an  economic  turn- 
around after  the  debt  was 
renegotiated,  and  it  didn't 
happen,"  says  one  Mexican 
government  insider.  "People 
are  going  to  begin  to  won- 
der if  the  fast  track  doesn't 
bring  anything." 

More  unsettling  to  more 
people  may  be  the  quakes 
Mexican  workers  will  feel  as 
their  economy  tilts  north- 
ward. In  Mexico,  laws  are 
flexible — and  often  are  bent  to  fit  im- 
mediate political  needs.  Such  discretion 
gives  sustenance  to  an  army  of  bureau- 
crats. Pressures  unleashed  by  free 
trade  promise  to  attack  this  system, 
the  very  heart  of  Mexico's  power  struc- 
ture. "We're  going  to  have  to  change 
laws,"  predicts  Luis  Pazos,  an  econo- 
mist. "We're  moving  into  the  same  po- 
litical culture  [as  the  U.  S.]." 

On  such  shifting  ground  tiptoes  Car- 
los Salinas.  In  his  three  years  left  as 
President,  he  wants  to  do  no  less  than 
remodel  the  economy  before  easing 
open  the  doors  to  full  democracy.  But 
if  the  economy  doesn't  swing  to  his 
rhythm,  disappointed,  angry  Mexicans 
may  force  political  changes  ahead  of 
his  schedule. 

By  Stephen  Baker  in  Mexico  City 
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THE  ECONOMY  I 


NOW,  IT'S  UP  TO 
THE  ECONOMY 


Don't  expect  rates  to  get  much  lower.  Do  expect  a  slow  recovery 


The  Federal  Reserve's  job,  the  cliche 
runs,  is  to  take  away  the  punch- 
bowl just  as  the  party  gets  going. 
This  time,  the  Fed  has  the  painful  job  of 
telling  arrivals  not  to  even  think  about 
having  a  drink. 

Throughout  the  economy,  the  realiza- 
tion is  spreading  that  the  Fed  has  pro- 
vided about  all  the  interest-rate  relief 
that  it's  going  to.  As  a  result,  the  recov- 
ery, when  it  comes,  is  unlikely  to  be  a 
barn-burner. 

Still,  the  downturn's  end  seems  to  be 
coming  into  view.  As  the  Fed's  policy- 
making Open  Market  Committee  met  on 
May  14,  evidence  was  mounting  that  the 
economy  may  be  hitting  bottom.  New 
figures  show  that  retail  sales  rose  in 
March — a  sharp  revision  from  early  re- 
ports showing  a  steep  drop  in  spend- 
ing— and  remained  essentially  flat  in 


then  has  only  bolstered  arguments 
against  easing.  "With  these  glimmers  of 
improvement  in  the  economy.  Fed  easing 
is  history,"  says  Merrill  Lynch  &  Co. 
chief  economist  Donald  H.  Straszheim. 

That's  no  way  to  please  the  financial 
markets.  Bond  dealers,  holding  a  large 
inventory  of  Treasury  bonds,  aren't  hap- 
py with  the  rate  outlook.  They've 
marked  down  the  price  of  a  $1,000  thir- 
ty-year Treasury 
bond  by  $16.63  since 
May  10,  pushing  up 
the  yield  to  8.347'. 
The  rates  outlook 
also  spooked  the 
stock  market,  where 
the  Dow  Jones  in- 
dustrial average  lost 
106  points  from  May 
9  through  May  15. 


LONG-TERM  RATES  STAY 
STUBBORNLY  HIGH 


10-YEAR  TREASURIES 

FEDERAL 

-  FUNDS 
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DEVELOPERS  ALLOY 
AND  BASHEER: 
WHAT  LOOSENING? 


April.  Industrial  production  stabilized 
in  April,  breaking  a  six-month  string  of 
declines.  And  auto  makers  nudged  up 
their  production  plans. 
GRUMBLING  WITHIN.  Even  before  the  lat- 
est evidence,  Fed  Chairman  Alan  Green- 
span, who  has  been  pushing  rate  cuts 
for  two  years,  met  resistance  within  the 
central  bank.  He  had  a  hard  time  per- 
suading the  Fed's  inflation  hawks  to  go 
along  with  his  Apr.  30  cut  in  the  dis- 
f  ount  rate.  The  economic  news  since 


Corporate  treasurers  are  acting  as  if 
they  don't  expect  further  rate  drops.  Al- 
though long-term  rates  haven't  declined 
as  much  as  the  short  end  of  the  market 
(chart),  "rates  are  still  about  as  low  as 
we've  seen  them  since  1986,"  argues  Jes- 
sica Palmer,  head  of  capital  markets  for 
Salomon  Brothers  Inc.  "That  has  spurred 
corporate  issuers  to  replace  short-term 
and  floating-rate  paper  with  more  pre- 
dictable long-term  debt. 

For  Greenspan,  sticking  with  a  wait- 


and-see  policy  will  be  like  trying  to  staiii 
still  during  a  hurricane.  While  the  Fe 
sees   signs  of  recovery — and  worrie 
about  the  inflationary  effects  of  toda\  ' 
actions  in  six  months  or  more — exen 
.  tives  and  politicians  want  insurance  tha 
a  respectable  upturn  will  come  soon.  A 
the  Business  Council's  May  10-11  r<^ 
treat,  CEOs  blasted  the  Fed  chief  for  wif 
doing  more  to  stimulate  growth.  ' 
SLOW  MEND.  Nor  will  the  faint  outline!' 
of  a  recovery  calm  their  fears.  "Evci 
though  the  recession  may  technically 
end  this  summer,  it  is  likely  to  tak* 
somewhat  longer  before  the  overall  busi 
ness  environment  really  'feels'  healtli} 
again,"  reports  the  council's  economist. 

The  economy's  gradual  slide  into 
moderate  recession  didn't  create  th 
sharp  price-cutting  and  economic  slac 
needed  to  support  a  rapi 
upturn  in  growth.  Bank 
are  reluctant  to  lend,  esjje 
cially    to  homebuild( 
"Even  if  you  can  get  monl 
ey,  the  bank  keeps  a  veryj 
close  eye  on  your  book^.' 
says  Diane  Cox  Bashet  i- 
who  with  Martin  K.  All(i> 
runs  Stanley  Martin  Cos.,  ii\ 
Vienna  (Va.)  developer.  Tht 
tight  money  will  slow  hous 
ing's  recovery.  And  eve 
optimistic  forecasters  don' 
see  the  overall  economy 
growth  rate  topping  S7<  in  the  last  six' 
months  of  1991 — less  than  half  the  usual 
pace  of  recovery. 

Such  a  meager  upturn  won't  do  much 
to  increase  Greenspan's  popularity  in 
Washington.  The  Fed  chief,  whose  term 
as  chairman  expires  in  August,  is  still 
considered  an  odds-on  favorite  for  reap- 
pointment. Although  President  Bush  has 
often  complained  about  the  Fed,  he  has 
never  aimed  straight  at  Greenspan, 
who's  a  solid  Administration  ally  on 
banking  reform  and  other  issues.  But 
other  Republicans,  who  see  GOP  hopes 
for  major  1992  congressional  gains  sink- 
ing in  a  sluggish  economy,  don't  hesitate 
to  bash  the  Fed  chief.  "There  is  no  great 
groundswell  to  get  rid  of  Alan  Green- 
span, but  there's  been  no  groundswell  to 
keep  him,  either,"  says  GOP  strategist 
Eddie  Mahe  Jr.  "He's  seen  as  the  man 
who  brought  us  a  recession." 

Greenspan  can  shrug  off  the  political 
gripes,  and  he's  prepared  to  react  if  the 
economy  is  weaker  than  he  expects. 
"We've  got  to  keep  our  options  open," 
says  a  top  policymaker.  But,  he  adds, 
"we  can't  just  prime  and  prime  and 
prime  the  pump."  Translation:  The  Fed's 
willing  to  bet  that  growth  will  soon  flow 
from  the  economy  on  its  own. 

By  Mike  McNamee,  with  Douglas  A. 
Harbrecht,  in  Washington 
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IN  IN  1986:  "YOU  CAN'T  WIN  THEM  ALL.  BUT  THE  LAST  WORD  HASN'T  BEEN  WRITTEN  YET'' 


OW  KMH 

;  PLANNING  TO  DEPLANE 


p  one:  Erase  TWA's  debt  and  win  union  concessions.  Step  two:  Sell 


■o  hear  Carl  C.  Icahn  tell  it,  he's  a 
I  tired  man.  Five  years  of  wrangling 
I  with  top  management  as  a  1S7< 
:eholder  in  usx  Corp.  earned  him 
'  a  25%  profit — far  less  than  the  497' 

in  the  Standard  &  Poor's  500-stock 
!X  over  the  same  period.  And  since 
],  when  he  climbed  into  the  cockpit  of 
ns  World  Airlines  Inc.,  the  carrier 

lost  $287  million  and  is  now  skirting 
kruptcy.  "You  can't  win  them  all," 
m  says  with  a  sigh.  "But  the  last 
d  hasn't  been  written  yet." 
^ith  Icahn,  it  never  is.  He  won't  say 
it  he'll  do  with  the  $1.02  billion  he 
2Cted  when  he  sold  his  USX  stake  on 
?  14.  But  he  has  taken  the  offensive 
:'WA.  On  May  15,  he  floated  a  bold 
30sal  to  buy  out  his  TWA  bondholders 
nuch  less  than  the  face  value  of  their 
:  billion  in  securities.  Threatening 
n  with  a  long,  painful  bankruptcy 
•ganization,  Icahn  initiated  an  eye- 
-to-eyeball  confrontation  with  bond- 
lers  and  labor  unions. 
\R  PATCH.  While  Icahn  insists  he'll 

up  with  only  table  scraps,  his  plan 
Id  work  another  way:  If  he  can  recap- 
ze  TWA  and  gain  union  concessions, 
may  be  able  to  sell  his  own  equity 
ce  and  pull  a  handsome  profit  out  of 
it  appears  to  be  a  financial  black 
!.  Erase  the  debt,  and  "the  value  of 

equity  could  skyrocket,"  says  one 
ior  debtholder.  Says  Dillon  Read  & 
analyst  Raymond  E.  Neidl:  "Now,  he 


sees  the  opportunity  of  selling  it  whole." 

He'll  have  to  negotiate  a  briar  patch 
first.  Bondholders  and  labor  are  leery  of 
Icahn,  who  stopped  payment  on  some 
bonds  in  January.  Tentative  talks  with 
holders  of  the  debt  issues  have  already 
produced  anger  and  suspicion  of  his  mo- 
tives. For  its  part,  the  unions  believe 
Icahn  shortchanged  them  when  he 
bought  the  airline  in  1986  and  extracted 
concessions.  "Everyone's  been  burned," 
says  Kent  Scott,  TWA  committee  chair- 
man of  the  Air  Line  Pilots  Assn.  Says 
one  holder  of  TWA's  equipment  trust  cer- 
tificates: "A  lot  of  people  can't  wait  to 
get  at  him." 

Icahn  admits  the  negotiations  have  a 
good  chance  of  eating  up  his  equity. 
He's  proposing  to  buy  back  twa's  debt 
with  the  $445  million 
he  raised  by  selling 
twa's  London  routes 
to  American  Airlines 
Inc.  If  the  bondhold- 
ers and  unions  don't 
take  what  he's  offer- 
ing, he'll  probably 
have  to  give  them 
stock. 

At  first  glance, 
twa's  secured  credi- 
tors seem  to  do  0.  K. 
under  Icahn's  plan 
(table).  But  they're 
angry  that  they'd 
get  a  haircut  while 


ICAHN'S  PROPOSAL 


Issue                         Face  value  Offer 
($  millions) 

16%  senior  unsecured 
notes,  due  1992 

$68.9 

$24.1 

17.25%  senior  unsecured 
notes,  due  1993 

265.8 

93.0 

1 5  %  senior  secured 
notes,  due  1994 

239.0 

155.4 

1 2  %  junior  subordinated 
debentures,  due  2001 

290.0 

50.8 

12%  junior  subordinated 
debentures,  due  2008 

181.2 

31.7 

DATA:  COMPANY  REPORTS 


unsecured  creditors  would  collect  $200 
million.  The  most  junior  holders,  with 
$471  million  in  unsecured  debt,  40%  of 
which  is  owned  by  Icahn,  would  receive 
17 '/2$  on  the  dollar.  Knowing  that  Icahn 
has  just  cashed  in  his  USX  stake,  credi- 
tors are  likely  to  demand  more.  "We're 
growing  more  militant,"  says  Vito  J.  la- 
covazzi,  vice-president  of  Connecticut 
National  Bank  and  trustee  for  the  equip- 
ment trust  certificates. 
SIMPLE  LEVERAGE.  The  unions  are  look- 
ing at  an  ultimatum  that  they're  not  apt 
to  like  any  better.  Icahn  is  asking  the 
Air  Line  Pilots  Assn.  and  the  Interna- 
tional Association  of  Machinists  for  $100 
million  in  concessions  in  return  for  TWA 
stock.  But  union  officials  say  money 
isn't  the  problem.  Icahn  is.  Without  new 
management,  they  won't  budge.  Says 
the  pilots'  Scott:  "We're  not  giving  them 
any  more  money  to  mismanage." 

Icahn's  leverage  over  his  creditors  is 
simple.  If  they  don't  take  his  offer,  TWA 
will  topple  into  bankruptcy  court.  Once 
there,  anything  can  happen.  And  the 
Eastern  Air  Lines  Inc.  bankruptcy 
shows  that  extracting  real  value  in  a 
liquidation  is  almost  impossible. 

Icahn  also  has  a  lot  to  lose,  as  savvy 
bondholders  know.  A  liquidation  would 
wipe  out  his  equity,  and  even  a  Chapter 
11  filing  would  subordinate  Icahn's  claim 
on  the  airline  to  everybody  else's.  Bank- 
ruptcy court  has  other  pitfalls,  too.  Al- 
though Icahn  has  been  careful  to  shield 
other  assets  from  TWA's  problems,  a 
bankruptcy  judge  might  have  the  power 
to  make  demands  on  his  vast  holdings — 
including  the  money  from  USX. 

While  Icahn's  equity  would  surely 
soar  in  value  if  it  were  unencumbered  by 
debt,  it's  a  risky  play  for  whomever 
holds  it.  TW.A  may  be  too  sick  to  save.  Its 
fleet  is  among  the  oldest  in  the  industry, 
sapping  earnings  when  fuel  prices  rise. 
In  the  first  quarter,  TWA  posted  an  oper- 
ating loss  of  $91  million,  compared  with 
a  $145  million  deficit  in  the  same  period 
a  year  ago.  Even  if  the  bondholders  ac- 
cept Icahn's  terms,  the  airline  will  have 
only  $175  million  in  cash. 
In  the  end,  it  may  come  down  to  who 
can  hold  out  the 
longest,  Icahn  or  his 
creditors.  After 
years  of  staring 
down  managements 
at  such  corporate  be- 
hemoths as  Phillips 
Petroleum  Co.  and 
Texaco  Inc.,  Icahn 
may  be  tired.  But  by 
the  time  the  twa  sit- 
uation is  resolved, 
you  can  bet  his  credi- 
tors will  have  bags 
under  their  eyes,  too. 

By  Todd  Vogel  in 
Connecticut 
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STRATEGIES  I 


GETTING  MILEAGE 
FROM  A  RECALL 


Replacing  1,836  Satums  is  a  costly 
but  dramatic  way  to  win  credibility 


When  Alex  F.  Cardone  of  Jersey 
City,  N.J.,  drove  his  Volks- 
waf^en  Jetta  to  a  Saturn  deal- 
er a  few  weeks  back,  he  was  a  doubter. 
Previously  the  owner  of  a  Honda  and  an 
Alfa  Romeo,  he  "was  a  little  hesitant 
about  buying  an  American  car  but  decid- 
ed maybe  now's  the  time."  Then,  the  day 
after  his  odometer  hit  1,111,  it  seemed 
his  worst  suspicions  had  been  realized: 
Saturn  Corp.  recalled  his  car. 

In  the  letter  Saturn  sent  him,  Cardone 
read  that  the  car's  radiator  had  been 
filled  with  faulty  coolant.  Another  cus- 
tomer inconvenienced  by  a  carmaker's 
goof,  right?  Maybe  not,  for  Saturn  is 
offering  to  replace  Cardone's  car  with  a 
new  one — at  no  cost  to  him.  "It  sets  the 
odometer  back  to  4,"  he  says.  He  noticed 
something  else  in  the  letter:  Saturn  fin- 
gered Texaco  Refining  &  Marketing  Inc. 
as  the  supplier  of  the  bad  coolant. 

Saturn's  offer  to  replace  1,836  cars, 
rather  than  just  repair  them,  is  almost 
unheard  of  in  an  industry  rife  with  re- 


calls. So  is  its  naming  of  Texaco.  When 
Ford  Motor  Co.  recalled  more  than  1 
million  cars  and  tnacks  on  May  13,  it 
neither  identified  the  maker  of  the  cata- 
lytic converters  that  broke  down  too 
soon  nor  specified  whether  Ford  or  a 
vendor  was  to  blame  for  the  seats  that 
could  catch  fire. 

Saturn,  the  product  of  eight  years'  re- 
thinking the  car  biz  by  General  Motors 
Corp.,  is  taking  a  dif- 
ferent route.  "There 
should  be  a  sharing 
of  risk  and  reward" 
among  carmakers 
and  suppliers,  says 
Alan  G.  Perriton, 
Saturn's  director  of 
materials  manage- 
ment. One  risk:  se- 
vere damage  to  a 
supplier's  reputation. 
NAMING  NAMES.  Sup- 
pliers are  being 
asked  to  bear  other 
burdens,  too.  Car- 
makers are  jettison- 
ing scores  of  inspectors,  insisting  that 
suppliers  be  responsible  for  parts  meet- 
ing specifications.  That  leads  to  new  fi- 
nancial responsibilities.  "Suppliers  in- 
creasingly are  asked  to  catch  it  on  the 
warranty  side,"  notes  David  E.  Cole,  di- 
rector of  the  Office  for  the  Study  of 
Automotive  Transportation  at  the  Uni- 
versity of  Michigan. 


But  more  than  at  most  companies 
Saturn  depends  on  the  quality  commit 
ments  of  its  suppliers.  Saturn  has  aske( 
vendors  to  do  more  engineering  and  de 
sign  in  return  for  the  chance  to  suppl;; 
the  carmaker  virtually  indefinitely.  I, 
first  named  the  supplier  of  a  problem 
part  on  Feb.  13,  when  it  pointed  to  Hy' 
perion  Corp.,  a  joint  venture  of  Japan'| 
Tachi-S  and  Johnson  Controls,  as  thfi 


IN  ORBIT:  ALEX 
CARDONE  WITH 
HIS  SATURN 


reason  it  recalled  1,210  ears  with  fault> 
seat-adjustment  mechanisms. 

Not  many  consumers  readjust  their 
seat  backs  each  spring.  Coolant  is  anoth- 
er matter,  and  that  could  spell  big  trou- 
ble for  Texaco,  which  has  about  169^  ol 
the  U.  S.  market.  So  when  the  refiner 
learned  that  it  would  be  named  in  the 
Satur"n  recall,  it  rushed  an  explanation  to 


WILL  THE  MINI  DISC  BE  A 
MEGAHIT  FOR  SONY? 


It's  not  easy  being  a  music  maven. 
Once,  all  you  needed  was  a  turntable. 
Then  you  just  had  to  have  a  cassette 
deck,  and  later,  a  compact  disk  player. 
And  may  we  suggest  digital  audio  tape? 
Now,  there's  even  more  new  technology 
to  bring  you  even  more  listening  plea- 
sure— or  death  from  bewilderment, 
whichever  comes  first. 

This  time,  it's  the  Sony  Mini  Disc,  a 
midget  2 'A -inch  silvery  CD  that  can  re- 
cor-d  and  play  back  up  to  74  minutes  of 
sound,  almost  as  much  as  its  five-inch 
forebear.  On  May  15,  Sony  Corp.  Presi- 
dent Norio  Ohga  revealed  the  new  low- 
cost  digital  recording  scheme  and  a  strat- 
egy aimed  directly  at  the  millions  of 
young  shoppers  who  want  music  on  the 
go.  Mini  Disc  recorder-players,  the  size 
of  Son  "'s  Walkman  personal  stereos,  will 
hit  the  market  next  fall  priced  some- 
where al  $300.  And  unlike  portable 
CD  players,  'nini  CD  players  won't  skip 
when  jarred 


Sony  sees  Mini  Disc  as  creating  a  new 
market,  an  optical-disk  format  for  per- 
sonal audio.  But  the  ultimate  target  is 
the  conventional  music  cassette.  Sales  of 
recorded  cassettes  still  dominate  the  esti- 
mated $24  billion  worldwide  rec- 
ord industry,  with  a  60% 
share  of  album-length  re 
cordings  in  the  U.  S. 
While  no  one  expects 
the  music  cassette  to 
succumb  any  time 
soon,  sales  have 
stalled,  as  CDs  continue 
their  climb  (chart).  In 
Japan,  "sales  of  music 
cassettes  have  dropped 
shar-ply,"  says  Ohga.  "MD  is 
the  next-generation  compact 
cassette,  developed  to  save  the  shrinking 
market." 

That  doesn't  mean  that  Sony  is  giving 
up  on  digital  audio  tape.  But  it  has  decid- 
ed that  DAT  players,  which  can  exactly 


replicate  the  sound  of  CDs,  aren't  a  i: 
market  product.  The  company  is  it 
tioning  its  premium-priced  DAT  pi; 
for  sale  to  pr-ofessionals  and  audioplit 
LASER  BEAM.  For  the  Mini  Disc 
borrowed  a  magneto-optical  techno 
that  it  introduced  three  years  ago 
high-volume  computer  data  storage, 
blank  disk,  which  Sony  figures  will 
the  same  as  a  high-end  blank  metal 
sette  tape,  includes  a  thin  magnetic 
er.  To  record,  a  laser  momer 
ly  heats  a  tiny  spot  on 
disk  to  400F,  while  a  i 
netic  head  writes  the 
nai  into  the  heated 
of  the  magnetic  lai 
To  play  the  disk 
optical  pickup  anal 
the  polarity  of  the 
reflected  from 
spot.  But  the  same 
tem  also  can  read 
intensity,  the  way  tod 
CD  players  read  light  refle 
from  pits  stamped  into  the  CD's  al 
num  layer.  That  means  Mini  Disc  alb 
can  be  made  on  the  same  equipment 
produces  five-inch  CDs.  But  wait,  m 
fans:  You'll  still  need  new  equipre 
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oniers.  The  i-ccall,  it  said,  was  the 
It  of  a  I'reak  accident,  a  character- 
011  Saturn  agrees  with.  A  special  or- 
of  coolant  contained  too  much  sodi- 

hydroxide,  makinjj;  it  much  more 
tic  and  corrosive,  especially  for  Sat- 
3  aluminum  engines.  As  a  result, 
ico  may  have  to  pick  up  part  of  the 
for  replacing  the  contaminated  cars. 

cost  hasn't  been  figured  yet  since 

car's  damage  hasn't  been  studied. 

says  Texaco  spokesman  Paul  Wee- 

"we  will  bear  the  costs  associated 

standing  by  our  product." 
SFiED  CUSTOMERS.  Those  costs  could 
,  given  Saturn's  determination  to 
I  customers  happy.  Take  John  and 
ina  Manna  of  Bayonne,  N.  J.  Rather 

wait  three  weeks  for  Saturn  to  de- 
■  an  exact  replica  of  their  old  car, 

chose  a  red  model  off  the  lot.  It  had 
nroof,  unlike  their  previous  car,  but 
irn  tossed  in  the  $530  option  for  free, 
irn  also  paid  for  a  rental  car  for  a 
and  drove  the  Mannas  to  the  rental 
pany's  lot.  Says  Davina:  "They  did  a 
hey  didn't  have  to." 
ichael  Salerno,  a  Saturn  of  Jersey 
vice-president,  at  first  worried 
it  what  the  recall  would  do  to  Sat- 
s  reputation.  But  the  next  day,  he 

two  cars  on  the  news  that  Saturn 

replacing,  not  just  fixing,  bad  cars, 
''re  now  advising  our  people  to  men- 

the  recall  and  what  Saturn's  doing 
it  it,"  he  says.  This  recall  could  turn 
to  be  a  carmaker's  good  fortune. 

By  James  B.  Treece  in  Detroit 


Sony  has  to  compress  the  audio 
'  almost  five  times  in  order  to  cram 
;he  miniature  disk,  the  new  disks 
read  by  today's  players. 
'  BRAWL.  There  is  good  news,  how- 
ay  has  overcome  the  skipping  that 
portable  and  car  CD  players  when 
lolted.  The  head  on  the  MD  player 
ns  itself  after  a  bump,  and  a  mem- 
)  stores  up  to  three  seconds  of 
lat  might  have  been  lost. 

the  only  thing  that  is  needed  now 
le  record  industry  to  endorse  the 
nats  with  catalogs  of  recorded  mu- 
;  won't  happen  soon,  at  least  on  a 
;ale.  Politicking  over  home  taping 
)AT  for  years,  and  Sony  is  fight- 
wsuit  brought  by  artists  and  com- 
/ho  want  royalties  from  blank-tape 

nay  not  matter  much  longer.  When 
irs  find  there's  a  better  way  to  get 
1  the  go,  they'll  buy  it,  if  the  price 

For  Sony,  that's  an  invitation  to 
all  those  personal  stereos.  And  for 
rd  industry,  including  Sony's  music 

it's  a  chance  to  sell  you  the  same 
all  over  again. 

arrif  Armstrojig  in  Los  Angeles,  with 
Uchida  in  Tokyo 


ENTREPRENEURS! 


AND  NOW, 
HEEERE'S  NORMAN! 


General  Schwarzkopf  sets  his  sights  on  a  different  kind  of  promotion 


LOCAL  BOY 
MAKES 
GOOD: 
HOME  IN 
TAMPA 


ow  that  he's  won  the  Persian 
Gulf  War,  Stormin'  Norman's 
next  conquest  is  civilian  life.  The 
plan  of  attack,  drawn  up  with  an  agent's 
help:  capture  millions  of  dollars  in  a 
book  deal.  Follow  up  with  strategic  de- 
ployment of  high-impact  speeches.  Pri- 
mary target:  a  cushy  commentator  deal 
with  network  television. 

Still  basking  in  the  afterglow  of  vic- 
tory. General  Norman  Schwarzkopf 
launched  his  cam- 
paign on  May  6, 
when  he  signed 
with  Internationa 
Creative  Manage 
ment  Inc.,  one  of  He 
lywood's  top  literary 
and  talent  agencies. 
His  timing  couldn't  be 
better.  ICM  says  hun- 
dreds of  letters  are  pour- 
ing in  each  day  with  of- 
fers for  the  general  to 
endorse  everything  from 
environmental  protection 
to  military  toys.  "Nor- 
man Schwarzkopf  is  the 
biggest  star  in  America 
today,"  says  Warren  J. 
Cowan,  chairman  of 
Rogers  &  Cowan  Inc.,  a 
Los  Angeles  entertain- 
ment public  relations 
firm.  "Bigger  than  Madonna." 

For  now,  at  least.  But  just  because 
the  Queen  of  England  may  be  about  to 
award  Schwarzkopf  an  honorary  knight- 
hood doesn't  mean  he'll  play  in  Peoria  a 
year  from  now.  So  the  general  is  moving 
out  before  his  fame  starts  to  fade. 
NO  WHEATiES.  The  first  step,  upon  his 
retirement  from  the  military  in  August, 
is  a  book  deal  that  could  easily  top  $5 
million,  says  Norman  Brokaw,  chief  ex- 
ecutive of  the  William  Morris  Agency, 
an  ICM  rival  that  also  wooed  Schwarz- 
kopf. Rights  to  a  movie  or  miniseries 
will  probably  fetch  $1  million  more,  says 
Brokaw,  who  has  looked  after  the  Holly- 
wood interests  of  such  old  soldiers  as 
Generals  Omar  Bradley  and  Alexander 
Haig.  Four-star  speaking  engagements 
should  haul  in  up  to  $75,000  a  pop  in  the 
U.  S.  and  even  more  overseas. 

One  thing  you  won't  see  is  Schwarz- 
kopf ordering  you  to  eat  your  Wheaties 
or  drink  Diet  Pepsi,  according  to  his  lit- 
erary agent,  Marvin  Josephson.  "The 
guy  is  for  real,"  says  Josephson,  whose 


other  clients  are  Barbara  Walters  and 
Henry  Kissinger.  "He's  not  out  to  ex- 
ploit his  newfound  fame  and  affection." 

With  loot  about  to  pour  in  from  books 
and  movies  and  speeches,  who  needs  ex- 
ploitation? But  that's  not  stopping  oth- 
ers from  cashing  in  on  Schwarzkopf-ma- 
nia. On  May  7,  America  West  Airlines 
Inc.  kicked  off  an  ad  campaign  featuring 
comedian  Jonathan  Winters  as  a  burly 
general  delivering  a  briefing  on  the  car- 
rier's "air  superiority." 

Winters  will  soon  have  lots  of  compa- 
ny. Requests  for  Norman  clones  are 
coming  in  from  ad  agencies  representing 
one  of  the  Big  Three  auto  makers,  a 
weight-loss  company, 
and  even  from  "a  dozen 
crazy  ladies  who  want  to 
get  as  close  as  they  can 
to  the  next  best  thing," 
says  Robert  Hughes  of 
Ron  Smith's  Celebrity 
Look-Alikes  agency. 

What's  next  for  the 
real  thing  after  the  book 
and  movie  deal?  Invita- 
tions to  join  corporate 
boards  are  flooding  in. 
But  in  the  general's 
home  state,  politicians 
have  other  plans.  "Ev- 
eryone talks  about  the 
corporate  world,  but  I 
think  he'd  get  bored  to  death,"  says 
Florida  GOP  Chairman  Van  B.  Poole. 
He's  trying  to  persuade  Schwarzkopf  to 
challenge  incumbent  Democratic  Senator 
Bob  Graham  in  1992.  A  statewide  poll  of 
843  registered  voters  released  on  May  14 
showed  43%'  would  vote  for  Graham, 
while  39%  liked  Schwarzkopf.  "The  ques- 
tion is  if  he  can  jump  from  Desert  Storm 
to  Everglades  muck,"  says  GOP  strate- 
gist Kevin  Philips.  "He's  never  run  a 
political  campaign." 

For  now,  politics  and  business  may 
not  appeal  as  much  as  TV,  a  medium 
that's  demonstrably  Schwarzkopf-friend- 
ly. Josephson  wants  to  land  Schwarz- 
kopf a  spot  as  a  network  news  commen- 
tator, though  it's  not  clear  what  he'll 
talk  about  when  there's  not  a  war  on. 
Josephson  even  has  visions  of  the  gener- 
al someday  hosting  his  own  current- 
affairs  show.  After  his  performances 
live  from  Riyadh,  the  general  is  definite- 
ly ready  for  prime  time. 

By  Eric  Schine  iyi  Los  Angeles,  with  Gail 
DeGeorge  in  Miami 
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It's  how  I  keep  all  my  investments  rmming  smoothly." 


I've  never  been  so  in  touch  with 
the  market. 

With  PRODIGY®  connected  to  my  home 
computer,  I  can  get  hourly  market 
updates,  everything  from  Dow  Jones 
averages  and  most  active  issues  to  for- 
eign stock  indices.  If  I  want  NYSE,  Amex, 
and  Nasdaq^  composites,  I've  got  'em. 
There's  non-equit>'  info,  too,  like  gold 
prices,  dollar  trading,  and  money  rates. 

kVhen  I  want  the  broader  picture,  PRODIGY 
supplies  the  leading  economic  indicators 
such  as  housing  starts,  consumer  prices, 
and  the  trade  deficit.  1  keep  my  eye  on 
changing  stock  prices  throughout  the 
iay  If  I  see  an  opportunit}',  bam,  I  can 
3uy  or  sell  in  minutes  with  the  online 
discount  broker.  Getting  PRODIGY  was 
me  of  my  smartest  investments. 

Vnd  investments  are  only  part 
)f  the  story. 

There's  a  whole  slew  of  terrific  things 
do  on  PRODIGY.  1  can  get  sports  scores 
iven  while  games  are  being  played,  as 
veil  as  stories  and  stats  on  my  favorite 
eams.  If  there's  no  time  to  go  shop- 
)ing,  no  problem.  PRODIGY  has 
hopping  suggestions  and  product 
eviews.  And  I  can  order  items  like  elec- 
ronics,  gifts,  and  clothing  almost  any 
ime  from  dozens  of  online  retailers. 

tbu  gotta  get  this  thing." 

'he  PRODIGY  service,  connected  to  your 
omputer  and  phone  line,  has  hundreds 
i  f  features  and  services.  And  it's  just 

$12.95  a  month,  . 
including  30  person- 
al messages.  WTiat- 
ever  mterests  you, 
PRODIGY  makes  it 
more  interesting. 

;  ;i  lODIGY  is  available  for  IBM*or  compatible,  and 
j  I  acintosh®  computers.  Call  1-800-776-3693,  ext.  220, 
i  ]  find  out  where  you  can  purchase  a  PRODIGY 
I  ;  fvice  Start-up  Kit  now.  Or  look  for  PRODIGY 
'  '-'-Hdv  included  with  many  popular  computers. 


>R0D1GY 


'1>R0QV^^^^H||»1  service  mark  and  trademark  of  Prodiig'  Services  Compa 
Na.<nffl|^^rePIWH  servifsjsark  of  the  National  Assoc.  of  Securities  Dealers,  I 
IBM  is  a  registered  trademark  of  IBM  Corporation.  Macintosh  is  a  register 
trademark  of  Apple  Coiijputer.  Inc.  >Si  Copyright  1991  Prodig>'  Services  Compai 


INESI 


L  CHECCHI'S  STEADY  COURSE 
IROUGH  THE  MAELSTROM 


id  ail  iiidustiy  crisis,  he  has  kept  Northwest  aloft — and  gi-owiiig 


VluMi  financier  Al  Cheechi 
lunighl  Northwest  Airlines 
Inc.  for  $3.65  billion  in  July, 
.  lie  pledged  not  to  behave  like  a 
•al  corjiorale  raider.  He  insisted  he 
Idn'l  auction  the  airline  piecemeal  to 
the  debt.  He  swore  he  would  ex- 
1.  But  then  recession  and  the  gulf 
5  sent  the  industry  into  a  tailspin. 
lenly,  Cheechi  seemed  poised  to  fol- 
Carl  Icahn  and  Frank  Lorenzo  into 
ranks  of  raiders  undone  by  the  in- 
ry's  violent  mood  swings, 
lok  again.  Dealmaker  Cheechi  hasn't 
iided  nearly  as  fast  as  he  had 
(i.  Hut  amid  an  industry  crisis,  he 
baffled  iiaysayers  by  wringing  cash 
I  Northwest's  assets  to  keep  the  air- 
aloft — and  growing.  Since  the 
»ut,  he  has  raised  $1.2  billion,  using 
pay  down  debt  and  buy  routes  and 
s.  Now,  he  is  engineering  an  innova- 
deal  to  take  over  the  Trump  Shuttle 
turn  for  managing  it  out  of  its  own 
e  distress. 

lecchi's  biggest  deal  may  be  yet  to 
3.  By  early  June,  he  hopes  to  bag  as 
h  as  $1  billion  in  tax  breaks  and 
s  from  the  state  of  Minnesota.  His 
of  the  deal'.'  Locating  a  new  aircraft 
itenance  plant  there.  An  agreement 
Id  allow  him  to  trade  more  of  his 
nsive  U7r  buyout  debt  for  obliga- 
;  priced  closer  to  current  market 
5.  "He's  done  a  great  job  finding 
,"  says  a  senior  executive  at  a  rival 
16.  "I  didn't  think  he  could  do  it." 
EDING  TURNIPS.  Squeezing  blood 
1  turnips  has  long  been  the  forte  of 
:chi  and  partner  Gary  Wilson,  both 
ler  Marriott  Corp.  financial  whiz 
At  Northwest,  they  quickly  raised 
million  through  the  sale-leaseback 
rplanes  and  land,  using  the  cash  to 
e  acquisition  debt.  Last  September, 
pressed  Airbus  Industrie  and  Gen- 
Electric  Co.  for  a  low-interest,  $500 
on  loan  in  exchange  for  a  huge  or- 
3f  aircraft  and  engines, 
le  deals  didn't  erase  Northwest's  le- 
ge. While  $L7  l)illion  of  the  $8.1  bil- 
in  acquisition  debt  is  gone,  the  com- 
■  still  has  an  estimated  $().2  billion  in 
debt,  including  off-balance-sheet 
?  obligations.  Yet  Cheechi  and  Wil- 
;  financial  acumen  has  eased  the  in- 
;t  burden  and  given  them  the  flexi- 
r  to  tap  some  key  opportunities: 


Northwest  bolstered  its  South  Pacific 
route  system  with  the  $20  million  pur- 
chase of  a  25'  ^  stake  in  Hawaiian  Air- 
lines Inc.  Cheechi  also  bought  coveted 
gates  and  landing  rights  at  Washington 
National  Airport  for  $85.5  million  (table). 

As  for  the  Trump  Shuttle.  North- 
west's bank  agreements  restrict  spend- 
ing cash  on  a  purchase  that  big.  So 
Cheechi  found  a  way  around  his  banks. 
Sources  involved  in  the  negotiations  be- 
tween Cheechi  and  the  shuttle's  credi- 


Air  Canada,  for  one.  recently  offered 
Trump's  banks  $100  million  for  a  49'"r 
nonvoting  equity  stake  in  the  shuttle. 

Amid  the  negotiations.  Northwest  had 
plenty  else  to  look  forward  to.  Checchi's 
wheeling  and  dealing  in  Minnesota 
promises  to  raise  capital  to  further 
preen  the  balance  sheet.  Nervous  about 
the  financial  health  of  one  of  its  biggest 
employers,  Minnesota  appears  willing  to 
fund  the  carrier.  Says  State  Senator 
Donald  Frank:  "1  guess  we're  the  till  of 
last  resort." 

State  legislators  \\o\)e  soon  to  pass  a 
bill  authorizing  the  Metropolitan  Airjwrt 
Connnission  to  float  a  .$8,"i0  million  bond 
to  finance  new  Northwest  maintenance 
facilities  in  Duluth  and  Hibbing.  More- 
over, the  stivte  is  set  to  authorize  an 
additional  $890  million  bond  to  mortgage 
Northwest  gates  and  land  around  Min- 


neapolis-Sl. 


'aul 


Airpurl.  Meantime, 


WHEEIINGANDDEAUNG 
AT  NORTHWEST 


RAiSIMG  CASH  EVERY  WHICH  WAY.. 


$300  million 
$380  million 


$500  million 


$1  billion 


994 


HAS  FREED  THE  AIRLINE  TO: 


Pay  down 


Buy  a  25% 
and  its  South  Pacific  routes 


Buy  five  former  Eastern  gotes  and  76 
takeoff  and  landing  slots  at  Washing 
ton  National  Airport 


Earn  ownership  of  the  Trump  Shuttle  in 
exchange  for  managing  the  carrier 
v/htte  paying  down  its  debt 


$1.7  billion 


$20  million 


$35.5  million 


$15  million 


tors  say  Northwest  could  receive  an  un- 
determined equity  stiike  in  return  for  a 
$15  million,  up-front  investment.  North- 
west would  operate  the  carrier  with  the 
mandate  to  pay  down  the  $8(55  million  in 
debt  left  over  from  Donald  Trump's  ill- 
fated  buyout.  As  the  debt  was  paid  off. 
Northwest  would  get  more  equity.  If  the 
debt  were  gone  at  the  end  of  five  years. 
Cheechi  and  Wilson  would  own  the  shut- 
tle outright. 

The  deal  isn't  done  yet.  Cheechi  and 
the  banks  still  are  wrangling  over  the 
size  of  the  initial  equity  stake.  And 
sources  close  to  the  negotiations  say  oth- 
er carriers  are  waiting  on  the  sidelines. 


Cheechi  also  has  askod  ilu'  .'^late  pension 
board  to  lend  Northwest  $200  million. 

Cheechi  and  Wilson  c(>rtainly  aren't 
out  of  the  woods.  Since  early  1990,  their 
carrier  has  lost  a  total  of  $72  million.  Yet 
one  banker  close  to  the  company  mar- 
vels: "These  guys  came  in  without  any 
experience,  and  in  the  face  of  disaster, 
they  figured  out  how  to  do  it."  While 
skeptics  are  unconvinced  that  Cheechi 
and  Wilson  can  master  the  day-to-day 
challenge  of  running  an  airline,  the  pair 
have  shown  one  thing:  An  LBO  doesn't 
have  to  clip  an  airline's  wings. 

By  Kcriii  Kelly  in  Chicago,  with  Scth 
Payne  in  Washington 
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Commentary /by  Howard  Gleckman 


WHAT  MAKES  SAMMY  SAVE?  NOT  THIS  TAX  BREAK 


mericans  must  save  more. ' 
Politicians,  from  George  Bush 
to  the  most  Hberal  Democrat, 
have  made  the  phrase  a  rhetorical  fix- 
ture. Economists,  for  their  part,  fret 
constantly  that  the  notorious  reluc- 
tance of  Americans  to  save  is  denying 
U.  S.  business  desperately  needed  cash 
for  investment. 

So,  not  surprisingly. 
President  Bush  and  a  bi- 
partisan group  of  sena- 
tors, led  by  Finance  Com- 
mittee Chairman  Lloyd 
Bentsen  (D-Tex.),  have 
come  up  with  dueling  tax 
plans  intended  to  encour- 
age people  to  enlarge 
their  nest  eggs.  Both  ap- 
proaches vi^ould  expand 
individual  retirement  ac- 
counts, the  popular  tax- 
deferred  savings  plans 
that  were  curtailed  in 
1986.  They  would  provide 
billions  in  new  tax 
breaks.  Trouble  is, 
there's  no  hard  evidence 
that  either  would  do 
much  to  expand  the  sav- 
ings pool. 

Bush's  idea,  which 
would  cost  the  Treasury 
some  $6.5  billion  over  the 
next  five  years,  would  al- 
low individuals  earning 
up  to  $60,000  a  year  to 
contribute  as  much  as 
$2,500  annually  to  a  Family  Savings 
Account.  Contributions  would  be  sub- 
ject to  tax,  but  after  seven  years,  sav- 
ers could  make  tax-free  withdrawals 
for  any  reason. 

NET  GAIN?  Bentsen's  plan  is  even  more 
generous.  Anyone  could  participate,  re- 
gardless of  income.  Withdrawals  would 
be  allowed  for  college  tuition,  cata- 
strophic medical  expenses,  and  first- 
time  home  purchases,  as  well  as  retire- 
ment. The  tax  cut,  costing  at  least  $25 
billion  over  five  years,  would  let  IRA 
participants  take  either  an  up-front  tax 
deduction  or  avoid  a  tax  on  the  money 
they  earn. 

Such  largess  would  doubtless  cause 
a  lot  i  "  money  to  flow  into  iras.  But 
fostering  economic  growth  requires 
savings  g.  ins  over  and  above  any  new 
borrowing.  Shifting  money  from  a  tax- 
able account  to  a  tax-free  one  doesn't 


add  a  dime  in  net  new  savings.  And  if 
savers  are  borrowing  to  fund  their 
IRAS,  no  extra  money  is  available  for 
investment. 

Nobody  really  knows  how  much  new 
personal  saving  was  created  by  the 
massive  expansion  of  iRAs  in  1981.  But 
we  do  know  this  much:  The  Treasury 
lost  more  than  $30  billion  in  revenues 


from  1982  to  1986,  as  millions  of  tax- 
payers opened  tax-deferred  retirement 
accounts. 

Despite  the  accounts'  popularity, 
however,  the  national  savings  rate  col- 
lapsed in  the  1980s.  From  1950  to  1980, 
government,  business,  and  individuals 
saved  an  average  of  nearly  9%  of  net 
national  product  (gross  national  prod- 
uct less  depreciation). 
They  have  averaged 
less  than  4%-  since. 
Equally  telling,  the 
personal  savings  rate 
has  had  little  visible 
connection  to  the  fate 
of  the  tax  incentives. 
In  1980,  the  year  be- 
fore IRAS  were  ex- 
panded, the  personal 
savings  rate  was 
about  5.6%.  By  1982, 


PERSONAL  SAVINGS  AS  A  SHARE 
OF  NET  NATIONAL  PRODUO 


after  the  incentives  were  firmly  ml 
place,  it  actually  dropped  a  bit,  to  5.5%. 
In  1986,  the  last  year  of  the  generous 
tax  breaks,  personal  savings  ran  at 
about  3.3%.  It  was  exactly  the  same  in 
1988,  after  the  new  restrictions  took 
hold  (chart). 

Strangely  enough,  as  the  personal 
savings  rate  was  bobbing  around  ran- 
domly, Americans  were 
stashing  more  of  their 
money  in  bank  accounts, 
mutual  funds,  and  retire- 
ment plans.  But  they 
were  also  borrowing  like 
mad.  Two  examples: 
Jane  dutifully  saves 
$5,000  a  year  for  six 
years — but  takes  out  a 
$30,000  home-equity  loan 
to  buy  a  BMW.  John  and 
his  employer  put  aside 
nearly  16%'  of  his  income 
through  the  enforced 
saving  of  ihe  Social  Secu- 
rity payroll  tax.  But  the 
government  spends  all  of 
it.  Net  national  savings 
generated  in  the  pro- 
cess— zero. 

While  the  question  of 
national  savings  preoccu- 
pies economists,  none  of 
them  really  knows  why 
the  U.  S.  savings  rate  is 
so  low.  The  ease  with 
which  consumers  can 
borrow  is  certainly  a  fac- 
tor. But  do  taxes  have  much  to  do  with 
saving?  Nobody  knows.  The  real  rea- 
son for  the  low  savings  rate  is  "still  a 
big  mystery,"  says  Boston  University 
economist  Laurence  J.  Kotlikoff.  The 
theorizing  is  "nothing  more  than  in- 
formed speculation." 

If  that's  the  case,  betting  at  least 
$25  billion  that  new  tax  breaks  will 
encourage  Americans 
to  save  more  is  anoth- 
er one  of  those  Wash- 
ington-style gambles. 
But  if  we're  going  to 
bet  the  ranch,  the  wa- 
ger had  better  be  a 
sure  thing.  So  far,  nei- 
ther President  Bush 
nor  Bentsen  has  made 
the  case  that  these 
savings  plans  will  be 
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REGULATORS  I 


THE  FDA  IS  SWINGING  'A  SUFFICIENTLY 
LARGE  TWO-BY-FOUR' 


Commissioner  David  Kessler  is  out  to  restore  the  agency's  reputation 


ack  in  the  1980s,  the  Food  & 
Drug  Administration  moved 
about  as  swiftly — and  ferocious- 
ly— as  an  arthritic  turtle.  Confident  that 
the  agency  would  respond  with  nothing 
more  serious  than  some  desultory  let- 
ters, companies  pushed  the  limits  in 
their  health  claims  for  frozen  dinners 
and  pain  relievers.  "There  was  the  per- 
ception that  companies  didn't  have  to 
worry  about  the  agency 
taking  action,"  says  John 
C.  Villforth,  a  former  top 
FDA  official. 

But  under  new  Commis- 
sioner David  A.  Kessler, 
the  FDA  is  coming  out  of 
its  shell — and   it's  got 
gloves  on.  Kessler,  the  di- 
rector of  medicine  at  New 
York's  Albert  Einstein 
College  of  Medicine  be- 
fore taking  office  on  Feb. 
25,  is  planning  aggressive 
enforcement  in  a  number 
of  areas,   and  he  has 
launched  his  drive  with 
some  high-profile  assaults 
on  food  labeling.  In  April, 
he  shocked  the  food  indus- 
try by  seizing  shipments 
of  Procter  &  Gamble 
Co.'s  Citrus  Hill  Fresh 
Choice  orange  juice,  so 
named  even  though  it 
came  from  concen-  /^j 
trate.   Then,   on   ,-JcJ ^ 6 
May   14,   Kessler  - 
ordered  three  com- 
panies— P&G, 
Great    Foods  of 
America,  and  CPC  In- 
ternational— to  wipe 
the  "no  cholesterol" 
labels  off  their  vege- 
table oils  or  else 
face    seizures  of 
those  products.  F&G 
promptly  volun- 
teered to  drop  the 
"no  cholesterol" 
claim  from  all  of  its 
food  products  (ta- 
ble). "Dr.  Kessler  is 
waving  a  sufficient- 
ly large  two-by-four 
to  get  our  atten- 
tion," says  Jeffrey 


P&G'S 
RELABELING 

Procter  &  Gamble  is 
planning  to  remove  the 
"no  cholesterol"  claim 
from  these  products: 

CRISCO  OILS  AND 
SHORTENINGS 

DUNCAN  NINES 
{selected  mixes  and 
frostings) 

FISHER  NUTS 

PRINGLES 
PURITAN  OIL 

DATA;  PROaER  8.  GAMBLE  CO 


FDA  TARGETS: 
CRISCO  AND 
CPC'S  MAZOLA 


I.  Nedelman  of  the  Grocery  Manufactur- 
ers Assn. 

The  May  14  offensive  isn't  the  end  of 
it.  Next  on  the  agency's  hit  list  will  be 
companies  trumpeting  the  "no  cholester- 
ol" properties  of  such  high-fat  foods  as 
potato  chips,  margarine,  salad  dressing, 
and  peanut  butter.  The  FDA  contends 
that  the  claims  shrewdly  disguise  the  fat 
in  the  products,  which  could  lead  to 
heart  ailments.  The  agen- 
cy then  plans  to  take  ac- 
tion against  cavalier  use 
of  such  descriptions  as 
"light"  or  "high  fiber,"  as 
well  as  deceptive  advertis- 
ing in  the  drug  industry. 
TRUE  OR  FALSE?  It's  part 
of  Kessler's  plan  to  boost 
the  credibility  of  his  bat- 
tered agency,  whose  abili- 
ty to  fulfill  its  mission 
was  questioned  by  a  blue- 
ribbon  panel  on  May  15. 
The  FDA's  reputation  and 
morale  still  haven't  recov- 
ered from  revelations  in 
1989  that  officials  were 
hoodwinked  and  bribed  by 
unscrupulous  generic- 
drug  companies.  "The 
agency  cannot  be  viewed 
as  a  paper  tiger,"  Kessler 
says.  "I  am  convinced  that 
the  generic  drug  scandal 
happened  for  one  simple 
reason:  because  people 
thought  they  could  get 
away  with  it." 

The  "no  cholesterol" 
crackdown  was  partic- 
ularly bold  because 
the  offending  compa- 
nies could  say  they 
were  not  making  false 
claims,  even  though 
their  labels  included 
a  heart  or  other  sym- 
bol  suggesting  the 
oils  could  help  re- 
duce  the   risk  of 
heart  disease.  "Our 
statement  that  Ma- 
zola  corn   oil  con- 
tains no  cholesterol 
is  true,"  notes  CPC 
spokeswoman  Gale 
Griffin. 


i 


Under  the  law,  however,  the  FDA  cai] 
ban  misleading  as  well  as  false  claimsj 
And  the  agency's  own  surveys  shov 
that  consumers  are  being  misled.  "Th( 
public  is  confused,"  says  Alan  S.  Levy 
head  of  consumer  research  at  the  fda's 
Center  for  Food  Safety  &  Applied  Nutri 
tion.  Agency  studies  show  as  many  as 
40%  of  shoppers  think  that  foods  labelec 
cholesterol-free  also  are  low  in  fat 
That's  obviously  not  the  case  with  lOQfc 
fat  vegetable  oil.  "Consumers  are  buy 
ing  products  that  they  think  will  reduce 
the  risk  of  heart  disease,  but  which  are 
in  fact,  high  in  fat,"  says  Sharon  Lindan, 
associate  director  for  legal  affairs  at  the 
Center  for  Science  in  the  Public  Interest, 
a  Washington  advocacy  group. 

While  the  food  companies  under  fd/ 
attack  are  cooperating,  the  industry 
counters  that  the  agency's  crackdown 
could  deprive  shoppers  of  important  in 
formation.  "The  'no  cholesterol'  label 
means  an  awful  lot  to  people,"  argues 
John  Cady,  head  of  the  National  Food 
Processors  Assn.  "And  if  they  just  turn 
the  label  around,  they  will  see  the  total 
grams  of  fat." 

That  argument  isn't  likely  to  persuade 
the  FDA  to  back  off,  however.  In  Novem- 
ber, Congress  passed  a  sweeping  new 
food  labeling  law  that  requires  the  FDA 
to  issue  a  host  of  new  regulations  gov- 
erning food  claims.  The  agency  has  until 
mid-1993  to  issue  final  regulations — -and 
it  still  is  hammering  out  early  drafts. 
For  the  record,  some  companies  wel- 
come the  mammoth  rule-writing  effort. 
"We're  looking  for  direction,"  says  a 
P&G  spokeswoman. 
FAST  WORKER.  But  while  the  companies 
knew  they  would  have  to  rein  in  their 
label  claims  eventually,  a  number  are 
shocked  and  angered  by  the  FDA  crack- 
down. Some  industry  executives  com- 
plain that  the  agency  is  lashing  out  be- 1 
fore  issuing  clear  guidelines  on  what's! 
0.  K.  "The  FDA  is  striking  out  to  regain 
its  needed  credibility — at  the  expense  of  j 
the  industry,"  charges  Cady.  "I  don't ! 
think  that's  the  right  way  to  do  things." 

In  any  case,  it's  Kessler's  way.  "His 
modus  operandi  is  to  move  very,  very 
quickly,"  says  FDA  spokesman  Jeffrey 
A.  Nesbit.  Kessler  is  also  a  shrewd  poli- 
tician. He  knows  it  doesn't  hurt  to  have 
the  agency  making  news  with  its  tough 
new  stance  as  he  tries  to  convince  a  , 
skeptical  Congress  that  the  beleaguered  ife 
FDA  has  changed  its  stripes  and  deserves  |t> 
more  financial  support.  But  to  suggest  SJ 
that  Kessler's  zip,  zap,  kerplow!  act  is  jsJ 
solely  political  would  be  98%  too  cynical. 
He  is  intent  on  making  it  clear  that  the 
laissez-faire  labeling  days  of  the  1980s 
are,  well,  a  thing  of  the  1980s. 

By  John  Carey  in  Washington,  mth 
Zacha^-y  Schiller  in  Cleveland 
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It's  4:30  PM  and  youVe  got  to 
nake  a  decision. 

You  need  everybody^  opinion^ 
lo  matter  where  they  are. 
3efore  you  pick  up 
/our  phone  to  call 
hem  one  at  a  time, 
)ick  up  this  card. 


AJM  Teleconference  Services 

3  Services  to  meet  all  your  needs 


Ana- CLASSIC^ 


Teleconference  Service 


Give  the  operator  the 
necessary  information  to  have 
your  teleconference  call 
set  up  for  you. 


Teleconference  Service 


To  arrange  for  all  involved  parties  to 
call  into  a  prearranged  conference  call. 


Just  make  this  one  call— 
500  232-1234 -and  AT&T 
leConference  Services  will  take 
re  of  the  rest.  The  AT&T  confer- 
ee specialist  will  connect  any 
mber  of  people  for  you,  no  mat- 
■  where  they  are,  even  overseas, 
d  no  matter  where  you  are, 
lether  it's  your  office,  a  hotel 
Dm  or  a  phone  booth.  And  you 


don't  need  any  special  lines  or 
equipment. 

If  you  prefer  to  set  up  the 
conference  call  by  yourself,  or  have 
other  people  dial  directly  into 
your  prearranged  meeting,  the 
specialist  will  tell  you  how. 

So  keep  this  card  with  you 
and  the  next  time  you  need  to 
get  4  people  or  40  or  100  into  a 


meeting,  it's  as  easy  as  calling 
1  800  232-1234. 

Productivity. 
Another  AJ}^  advantage. 

AT&T  Teleconference  Services. 
It's  the  fast,  efficient  way  to  reach 
a  decision  when  you  can't  get 
everyone  into  the  same  room 
face-to-face. 


1991  AT&T 


AT&T 

The  right  choice. 


PROMISES  MADE. 
PROMISES     KE  P  T. 


when  we  acquired  Great  Northern  Nekoosa, 
we  added  about  $5  biUion  in  debt.  It's  not  a  small  number, 
and  it  raised  more  than  a  few  eyebrows. 

But  we  made  a  commitment  to  begin  quickly  to  pay  down 
this  debt  And  we've  kept  to  it. 

A  case  in  point  We  recendy  sold  a  group  of  non-strategic 
assets  for  slightly  more  than  $1  billion.  As  a  result,  we  have  retired 
a  significant  amount  of  the  acquisition  debt.  Just  ten  months 
after  the  Nekoosa  deal  was  inked 

Not  bad  for  starters. 

Certainly,  there's  more  work  to  be  done  So 
as  we  head  into  the  second  year  ol  the  acquisition,  we'll  continue 
to  pursue  our  methodical  approach  to  integrating  the 
two  companies,  realizing  the  benefits  of  the  integration 
and  paying  down  the  debt. 

But  the  point  is,  we're  not  just  on  schedule  with  our 
debt  reduction  plan,  we're  ahead  of  it. 

And  that's  good  news. 
Especially  for  our  shareholders. 


Georgia-F^cific  ^ 

'  l^^l  C.eorgia-P.'  iln.  (  orpoiatmn  All  rifthis  rcservfd 


TED  BY  HARRIS  COLLINGWOOD 


fO  CASUALTIES  OF 
E  COMPUTER  WARS 


n  April,  Compaq  Computer 
'ned  that  the  second  quar- 
ending  June  ;?0,  wouldn't 
up  to  snuff.  It  wasn't  kid- 
^.  On  May  15,  the  comput- 
maker  disclosed  that  sales 
the  quarter  will  be  more 
n  157'  below  1990's  second- 
irter  revenues  of  $862  mil- 
.  And  earnings  will  fall 
n  more  because  of  big 
;e  cuts  in  April:  Compaq  is 
jecting  per-share  results  of 
—79'/'  below  a  year  ago. 
i  news  pummeled  Corn- 
's stock  to  36,  down  13 '74. 
lompaq  blamed  the  short- 
on  a  downturn  in  orders 
ught  on  by  excess  dealer 
entories.  Indeed,  dealers 
e  been  hurt  all  year  by  in- 
36  competition  and  a  soft 
rket.  Things  have  gotten 
3ad  that  Businessland  may 
on  its  last  legs.  After  five 
irters  of  huge  losses,  the 
!  billion  retailer  reported 
May  14  a  $43  million  loss 
the  third  quarter,  which 
ed  Mar.  31,  on  a  177c  drop 
revenues,  to  $270  million. 
N,  ITT  Financial,  which  fi- 
ices  part  of  Businessland's 
?ntory,  is  saying  that  it 
cut  off  the  money  flow  by 

y  5. 

tusinessland  acknowledges 
t  it  may  have  to  seek  pro- 
ton from  creditors  under 
ipter  11.  Businessland  also 
s  it's  trying  to  negotiate  a 
i  of  the  company.  The  ru- 
c  mill  says  one  potential 
'er  is  JWP,  a  $2.8  billion 
iputer  consultant.  But  JWP 
I't  comment. 


TAILERS  THAT 
E  DOING  IT  RIGHT 


"he  retailing  industry's 
es  are  widespread,  but 
rdstrom  and  Dillard  De- 
tment  Stores  are  bucking 

trend.  Nordstrom's  first- 
irter  profits  rose  95%,  to 

million,  on  sales  of  $611 
lion.  The  improved  earn- 
s  are  the  result  of  tighter 
sntory  and  operating  con- 


trols at  Nordstrom's  64 
stores,  as  well  as  layoffs. 

Dillard's  earnings  rose  307  , 
to  $38  million  for  the  first 
quarter,  on  sales  of  $886  mil- 
lion. Most  of  the  company's 
186  stores  are  in  the  Midwest, 
South,  and  Southeast — re- 
gions that  have  escaped  the 
worst  of  the  recession. 

News  from  The  Limited 
wasn't  so  good.  Same-store 
sales  rose  only  17,  and  earn- 
ings fell  187'  for  the  quarter. 
The  Limited's  gross  margins 
took  a  beating  when  the  com- 
pany decided  to  consolidate 
three  apparel  lines  into  one. 


SOME  EXXON  DEALERS 
SAY:  'WE  WUZ  ROBBED' 


►  Now,  Exxon  is  taking  flak 
from  within  its  ranks.  Four- 
teen gasoline  dealers  in  four 
states  sued  the  oil  giant  on 
May  13,  contending  that  they 
were  gypped  out  of  eight 
years  of  promised  discounts. 
The  class  action,  filed  in  fed- 
eral court  in  Miami,  charges 
that  as  many  as  6,000  Exxon 
dealers  throughout  the  coun- 
try were  not  paid  a  rebate 
on  the  37'  fee  they  had  to  pay 
for  credit-card  purchases. 
"Exxon  would  keep  telling 
the  dealers  they  were  getting 
[the  discount],"  says  their  Mi- 
ami attorney,  Milton  Wallace, 
who  estimates  that  damages 
could  total  more  than  $400 
million. 

He  notes  that  Exxon  admit- 
ted at  a  national  dealers' 
meeting  in  November  that  it 


'MS.  SMITH,  COULD  YOU  SEND  FIDO  IN  HERE?' 


Here's  how  a  corporate  secre- 
tary might  define  a  bad  day  at 
the  office:  A  shareholder  propos- 
al arrives  early  in  the  year.  It 
gets  filed  away,  and  when  it's 
time  to  write  up  the  proxy 
. .  .  Whoops!  Where'd  it  go? 

In  what  sounds  like  a  varia- 
tion on  the  old  "the  dog  ate  my 
homework"  excuse,  GTE  execu- 
tives say  they  lost  a  sharehold- 
er's proposal.  The  motion,  which 
was  supposed  to  be  presented  at  GTE's  annual  meeting  on  May 
15,  aimed  to  throw  out  the  company's  poison  pill. 

A  request  to  shareholders  that  all  proposals  be  resubmitted 
failed  to  produce  the  document.  And  since  executives  couldn't 
recall  the  motion's  details,  they  drew  up  a  "typical"  antipoison- 
pill  proposal  of  their  own.  Then  they  proceeded  to  critique  it.  In 
a  final  blow  for  corporate  democracy,  management  advised 
shareholders  to  vote  down  the  proposal,  as  indeed  they  did. 
You  might  say  the  dog  was  just  voting  with  management. 


had  not  paid  the  promised  dis- 
counts. Exxon  officials  say 
they  haven't  seen  the  suit 
but  believe  the  allegations  are 
unfounded. 


IT'S  CHAPTER  11 
FOR  EXECUTIVE  LIFE 


►  Beleaguered  insurance  gi- 
ant First  Executive  bowed  to 
the  inevitable  on  May  13  and 
filed  for  Chapter  11  bankrupt- 
cy protection  in  federal  court 
in  Los  Angeles.  The  junk- 
bond-iaden  company,  built  by 
Chairman  Fred  Carr  into  a  be- 
hemoth with  $13  billion  in  as- 
sets, has  been  on  the  ropes 
since  California  regulators 
seized  its  Executive  Life  In- 


surance unit  on  Apr.  11.  New 
York  regulators  soon  fol- 
lowed suit  with  the  company's 
subsidiary  there.  Starved  of 
payments  from  the  subsidiar- 
ies, First  Executive  quickly 
ran  short  of  cash. 

Because  regulators  have 
taken  over  the  insurance 
units,  they  are  shielded  from 
the  bankruptcy  action.  Cali- 
fornia insurance  commission- 
er John  Garamend  said  on 
May  14  that  he's  planning  to 
sell  the  California  insurer  as 
a  "true  fixer-upper."  French 
investors  led  by  Altus  Fi- 
nance are  offering  to  commit 
$3  billion. 


TOM  THEOBALD'S 
DOUBLE  PLAY 


►  May  14  was  a  big  day  for 
Continental  Bank  Chairman 
Thomas  Theobald.  At  2  a.m., 
his  wife  gave  birth  to  a 
daughter.  Four  hours  later, 
Continental  closed  the  sale  of 
First  Options  of  Chicago  to 
broker  Spear,  Leads  &  Kel- 
logg for  an  undisclosed  sum. 
Then,  at  4:50  p.m.,  the  Federal 
Deposit  Insurance  Corp.  said 
it  would  unload  its  26%-  stake 
in  Continental,  which  it  ac- 
quired as  part  of  a  $4.5  billion 
bailout  in  1984.  Total  net  cost 
to  the  feds  after  stock  and 
asset  sales:  $1  billion.  h 
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New  York  Life  is 
large,  conservative,  and  dull.] 

Reassuring  in 
times  like  these,  isn't  it? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
''stability"  and  ''security"  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
end.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  146  years. 

A  policy  that,  over  the  years,  has  allowed  New 
Drk  Life  to  amass  assets  under  management  of 
more  than  $50  billion.  And  why  95  percent 
of  the  bonds  in  our  portfolio  are  investment  grade.* 
Does  that  make  us  large  and  conservative? 
We  should  say  so.  And  as  for  dull,  well,  we 
look  at  it  this  way:  If  being  exciting  means 
investing  heavily  in  junk  bonds  that  end  up  in 
default,  that's  the  kind  of  excitement  we  can 
all  do  without. 

For  information  on  any  of  our  full  range  of 
products  and  services, 
call  New  York  Life 

today.  The  Company  You  Keep." 


1990  New  York  Life  Insurance  Company,  51  Madison  Avenue,  New  York,  N  Y  10010.  All  nghts  reserved. 
New  York  Liie  Insurance  and  Annuiry  Corporation,  51  Madison  Avenue,  New  York,  N  Y.  lOOIO. 
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EDITED  BY  STEPHEN  H.  WILDSTROM 


HE  SHOWDOWN  OVER 

rnO  WILL  RUN  AMERICA'S  SPOOKS 


tobert  M.  Gates,  President  Bush's  controversial  choice  to 
head  the  Central  Intelligence  Agency,  seems  likely  to 
survive  a  politically  charged  Senate  confirmation  fight, 
nocrats  will  use  Gates's  involvement  in  the  arms-for-hos- 
5S  deal  with  Iran  to  revive  questions  about  Bush's  possible 
ilvement  in  the  lra.n-co7itra  scandal.  But  even  if  Gates 
;eeds  in  deflecting  partisan  parries,  he'll  soon  find  himself 
,  nasty  fight  over  a  congressional  drive  to  play  a  bigger 
in  directing  U.  S.  intelligence  efforts, 
ongress  starts  off  suspicious  of  the  47-year-old  Gates,  who 
•ently  serves  in  the  No.  2  job  at  the  National  Security 
ncil.  In  1987,  President  Reagan  nominated  then-Deputy  cix 
ictor  Gates  to  be  Director  of  Cen- 
Intelligence  after  William  J.  Casey 
struck  down  by  a  brain  tumor, 
ey  was  up  to  his  bandoliers  in  the 
i-contra  affair.  Naturally,  senators 
bted  Gates's  denials  of  early  knowl- 
e  of  the  affair.  In  the  face  of  grow- 
opposition.  Gates  withdrew, 
ince  then.  Gates  has  impressed  Cap- 
Hill  with  deft  crisis  management 
ing  the  Panama  invasion  and  the 
'  war.  As  a  result,  many  senators 
n  ready  to  forgive  and  forget. 
4FORMED  SOURCES?  At  the  CIA,  Gates  would  face  the  formi- 
le  task  of  persuading  Congress  to  leave  the  intelligence 
munity  alone.  Congressional  reformers  think  the  nation's 
aks  have  been  so  obsessed  with  the  Soviet  military  threat 
;  they  missed  the  implosion  of  the  Soviet  economy.  At  the 
le  time,  critics  charge,  poor  resources  in  the  Third  World 
e  left  the  U.  S.  vulnerable  to  such  shocks  as  Iraq's  invasion 
Cuwait.  Other  targets  for  reform:  the  CIA's  overreliance  on 
tronic  spying  rather  than  human  intelligence  and  the  mas- 
overlap  of  military  and  civilian  agencies, 
ongressional  oversight  of  these  secret  agencies  has  waxed 
waned  over  the  years.  The  last  major  spasm  occurred  in 
mid-1970s,  when  the  late  Senator  Frank  Church  (D-Idaho) 


pushed  through  restrictions  on  covert  activities.  During  the 
Reagan  years,  oversight  remained  quiescent.  But  now,  the 
House  and  Senate  panels  are  drafting  legislation  to  overhaul 
the  U.  S.  spy  network  and  to  get  a  handle  on  the  estimated  $30 
billion  spent  each  year  on  cloak-and-dagger  activities. 

Among  the  major  changes  being  considered  by  House  Intel- 
ligence Committee  Chairman  Dave  McCurdy  (D-Okla.)  and  his 
Senate  counterpart,  David  L.  Boren  (D-Okla.),  is  the  creation 
of  an  intelligence  czar  who  would  supervise  both  the  CIA  and 
the  much  larger  Defense  Dept.  spy  networks.  Others  would 
like  the  agencies  to  be  more  active  in  countering  terrorists, 
drug  traffickers,  and  rogue  arms  merchants.  Some  even  think 
the  CIA  should  do  more  economic  espio- 
nage to  help  U.  S.  companies  compete. 

'The  Administration,  especially  one- 
time CIA  Director  George  Bush,  views 
the  Hill's  reform  drive  as  unwarranted 
interference  in  the  Executive  Branch's 
business.  "Congress  isn't  prepared  to 
play  a  subsidiary  role,  and  that  defi- 
nitely concerns  the  White  House,"  says 
Rockhurst  College  professor  Frank  J. 
Smist  Jr.,  who  has  written  a  book  on 
oversight  of  the  CIA. 
Some  in  Congress  suspect  that  the 
White  House  pushed  ciA  Director  William  H.  Webster  to  step 
down  because  he  wasn't  aggressive  enough  in  fending  off  the 
Hill.  "Gates  will  throw  up  a  lot  of  brick  and  mortar  and  build  a 
wall  around  the  ClA  faster  than  Webster,"  says  McCurdy. 

Gates  could  avoid  a  fight  with  Congress  by  pushing  reform 
on  his  own.  Defense  Secretary  Richard  B.  Cheney,  a  savvy  Hill 
operator,  has  moved  to  preempt  congressional  meddling  by 
shaking  up  the  military  spy  services.  But  Gates,  a  hard-liner 
who  remains  deeply  suspicious  of  the  Soviets,  will  hang  tough 
on  reform  and  will  try  to  throw  an  even  heavier  cloak  of 
secrecy  over  U.  S.  intelligence  efforts.  And  that's  just  what  his 
boss  seems  to  want. 

By  Paula  Dwyer 


PITAL  WRAPUPI 


IE  SOVIETS 


rhe  Bush  Administration  remains  a 
very  reluctant  supplier  of  economic 
\  to  the  Soviet  Union,  but  the  White 
)use  has  found  one  assistance 
heme  it  likes.  At  the  July  economic 
mmit  in  London,  President  Bush 
ms  to  push  the  allies  to  grant  Mos- 
w  associate  status  in  both  the  World 
ink  and  the  International  Monetary 
md.  The  plan,  which  was  put  on  the 
ck  burner  after  last  winter's  crack- 
wn  in  Lithuania,  would  give  the  Sovi- 
5  access  to  the  international  institu- 
ins'  technical  expertise.  But  the  price 
admission  would  be  follow-through 
the  agreement  between  Soviet  Pres- 


ident Mikhail  Gorbachev  and  Russian 
Republic  leader  Boris  N.  Yeltsin  to 
work  together  to  back  free-market 
pricing  in  the  Soviet  economy. 

PROPAGANDA  

The  crumbling  of  the  cold  war  is 
catching  up  with  the  government's 
broadcast  efforts  to  win  the  hearts  and 
minds  of  "captive  nations."  The  White 
House  has  set  up  a  bipartisan  panel, 
headed  by  former  U.  S.  Information 
Agency  Director  John  Hughes,  to  re- 
view operations  of  the  news-oriented 
Voice  of  America  and  more  propagan- 
distic  Radio  Free  Europe  and  Radio 
Liberty.  It  will  consider  their  place  in 
the  new  world  order. 


REGULATION 


lake  drug  companies  pay  the  cost 
I  of  a  more  active  Food  &  Drug 
Administration,  the  Office  of  Manage- 
ment &  Budget  is  telling  the  FDA.  The 
0MB  has  advised  Commissioner  David 
Kessler  that  long-standing  congressio- 
nal opposition  to  fda  user  fees  is  be- 
ginning to  weaken.  The  budget  office 
is  counting  on  fees,  mainly  from  phar- 
maceutical makers  seeking  approval 
for  new  drugs,  to  provide  the  FDA  with 
nearly  $200  million  of  the  $770  million 
the  agency  says  it  needs  to  fund  every- 
thing from  a  reorganized  generic  drug 
office  to  more  aggressive  regulation  of 
food  health  claims  (page  44). 
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IF  YOU  THINK  WE  MAKE  ONLY  CARS, 
YOU'RE  21%  CORRECT. 


^fou  probably  think  of  Hyundai  as  the 
maker  of  world-class,  high  quality, 
affordable  motor  cars — and  you're  right. 
But  Hyundai  Motor  only  represents 
approximately  21%  of  the  Hyundai 
Business  Group  worldwide. 


Originating  44  years  ago  as  a  small 
contractor,  Hyundai  has  rapidly 
expanded  to  become  one  of  the  international  giants  in  engineering 

and  construction  with  over  US$20  billion  of 
overseas  contracts,  the  builder  and  operator  of 
a  shipyard  with  the  largest  ship  tonnage 
in  the  world,  and  the  largest  producer  of 
automobiles  in  Korea. 


^1  ft."VA'''o<^^:" 


In  addition,  Hyundai  is  leading  the  way  in  the 
manufacture  of  computers,  semiconductors, 
telecommunication  systems, 
heavy  equipment, 
rolling  stock,  machinery 
and  petrochemicals. 
Hyundai's  latest  venture  to  develop  the  natural  resources  of 
Siberia  is  an  illustration  of  its  pioneering  and  innovative  spirit. 


In  fact,  corporate 
depth  and  diversity 
is  one  of  the  reasons 
why  Hyundai  has 
become  a  symbol  of  Korea's  economic  success. 
Join  with  us  in  Korea  or  around  the  world  as 
we  bring  the  challenge  of  tomorrow  closer  today. 


u  I  1  1  I  :t 


HYUNDAI 

K  P  0  Box  92  Seoul  Korea  Tel :  (02)746- 1 873 
Tlx,K23175/7  Fax  (02)741-2341 


nternational  Business 


KUWAITI 


KUWAIT: 

THE  WAR  WITHIN 


The  squabbling  al-Sabahs  and  angry  merchants  battle  for  control 


Three  months  after  the  eviction  of  the 
Iraqi  army,  the  once-resplendent 
commercial  center  of  Kuwait  City  re- 
mains largely  a  ghost  town.  Not  a  single 
store  or  restaurant  is  open.  On  upper 
floors  of  the  bank  towers  on  Mubarak  al- 
Kabeer  Street,  offices  are  empty,  plants 
dead.  Desk  calendars  are  frozen  in  time, 
their  pages  turned  to  Aug.  2,  1990,  the  day 
Iraq  invaded. 

Kuwait's  psychological  and  political 
wounds  are  deep,  perhaps  greater  than  the 
physical  damage  inflicted  by  the  Iraqis. 
Haze  from  burning  oil  fields  only  10  miles 
away  (page  54)  is  a  reminder  that  Kuwait's 
reconstruction  is  progressing  at  a  snail's 
pace.  In  its  greatest  internal  crisis  ever, 
Kuwait's  government  remains  paralyzed, 
mainly  because  of  jockeying  for  power 
among  the  al-Sabahs,  the  family  that  has 
run  Kuwait  for  more  than  two  centuries. 
"No  one  seems  to  know  what  the  hell  they 
are  doing,"  says  Fouad  K.  Jaffar,  a  former 
general  manager  of  the  Kuwait  Invest- 
ment Office  (KIO)  who  quit  in  1990  under 
pressure  from  the  al-Sabahs. 

The  al-Sabahs'  squabbles  are  compound- 
ed by  the  emergence  of  Kuwait's  first  real 
political  opposition,  which  raises  questions 
about  who  will  eventually  run  the  country. 
The  U.  S.  must  face  the  prospect  that  vic- 
tory over  Saddam  Hussein  may  be  soured 
by  a  lengthy  internal  strug- 
gle that  could  leave  Kuwait 
a  wasted  asset.  While 
Washington  sees  Kuwait's 
impasse  as  a  problem  for 
Kuwaitis  to  solve,  President 
Bush  can  ill  afford  to  stand 
back  and  watch. 

Much  more  is  at  stake 
than  control  of  94  billion 
barrels  of  oil  and  .$80  billion 
in  foreign  assets.  An  unsta- 
ble Kuwait  would  siphon 
energy  from  Bush's  cam- 
paign for  an  Arab-Israeli 
peace  settlement.  And  any 
challenge  to  the  al-Sabahs 
could  roil  neighboring  Saudi 
Arabia,  where  the  war  has 
prompted  a  questioning  of 
the  absolute  rule  of  the 
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House  of  Saud.  Thirsty  for  vengeance, 
Saddam  might  even  be  tempted  to  try  to  in- 
tervene again  in  Kuwait,  perhaps  through 
terrorism,  diplomats  say. 

For  now,  however,  the  greatest  threat  to 
Kuwait's  rulers  comes  from  within.  The  al- 
Sabahs  traditionally  have  tolerated  more 
dissent  than  most  gulf  rulers,  permitting  a 
lively  press  and,  until  its  suspension  in 
1986,  the  only  parliament  in  the  gulf  states. 
But  the  government  tightened  up  after  the 
invasion.  Only  one  pro-government  paper 
has  reopened,  and  in  mid-May,  five  Kuwaiti 
students  were  arrested  at  the  airport  mere- 
ly for  putting  up  posters  welcoming  re- 
turning citizens  home.  Still,  Kuwait's  rich 
merchant  class  is  pressing  for  democracy 
as  the  cure  for  the  country's  ills.  Skepti- 
cism over  the  stewardship  of  Emir  Jaber 
al-Ahmed  al-Sabah  was  only  heightened  in 
March,  when  he  reshuffled  the  Cabinet  and 
dismissed  Ali  al-Khalifa  al-Sabah,  the  coun- 
try's internationally  respected  Finance 
Minister  and  architect  of  the  oil  industry's 
global  expansion  drive. 
PRO-WESTERN.  The  new  opposition,  which 
boasts  its  own  underground  newspaper. 
Voice  of  the  People,  airs  its  grievances  in 
nightly  diwaniyas,  at-home  discussions 
for  friends  and  associates  that  are  a  hal- 
lowed Kuwaiti  tradition.  At  one  session  in 
Kuwait  City,  24  men  gathered  in  a  room 


I'  MjiMiird  with  heads  of  African  gaiiif  am 
mals,  sharks,  and  sailfish  to  coordinate  pol 
icies  for  two  dissident  groups,  the  Shiite 
National  Islamic  Coalition  and  the  Demo- 
cratic Forum.  Unlike  other  Mideast  opposii 
tion  movements,  this  one  is  overwhelming 
ly  pro-Western.  Some  Kuwaitis  even  sug 
gest  that  the  U.  S.  retake  control  of  their 
state  to  ensure  that  democracy  survives.  ; 

Kuwait  can  ill  afford  political  drift.  Witht 
oil  revenues  cut  off,  the  KIO  and  its  sister,' 
the  Kuwait  Investment  Authority,  have  al- 
ready sold  as  much  as  $20  billion  of  the' 
country's  foreign  stocks, 
bonds,  and  real  estate  to^ 
pay  wartime  expenses.  For 
weeks,  the  government  has: 
been  studying  plans  to  bor-i. 
row  $10  billion  to  $20  billion' 
abroad  until  Kuwait's  oil 
exports  resume — sometime 
in  the  next  three  to  six 
months.  But  some  high- 
ranking  officials  concede 
that  if  the  government 
doesn't  go  ahead  soon,  Ku-; 
wait  will  have  to  dump  even . 
more  foreign  assets. 

Whether  the  al-Sabahs 
can  continue  to  deflect  t?ie 
rising  chorus  of  complaint 
is  open  to  question.  The 
Emir  has  left  the  govern- 
ment in  the  hands  of  his 
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IMAGES  OF  THE  EMIR:  THE  JOCKEYING  FOR  POWER  KEEPS  THE  STATE  IN  CRISIS 


id  cousin,  Crown  Prince  Saad  Abdul- 
d-Ahmed  al-Sabah,  who,  according  to 
)fficial,  painstakingly  reviews  even  mi- 
ssues.  Prince  Saad's  indecision  is  com- 
ded  by  rivalries  between  his  and  the 
•'s  branches  of  the  family.  Although 
's  relatives  dominate  the  Cabinet, 
!  say  the  Emir's  branch  may  want  to 
rt  control. 

lable  to  express  their  displeasure  at 
)allot  box,  many  Kuwaitis  have  simply 
]  with  their  feet.  As  many  as  100,000 
;ns  have  fled  the  country  since  libera- 
swelling  the  ranks  of  Kuwaiti  refu- 

already  abroad.  Only  100,000  to 
lOO  of  the  emirate's  580,000  citizens  re- 
,.  But  the  government  is  having  a  hard 

providing  security  for  even  this 
nken  populace. 

VNDERED  GOODWILL.  Widely  Criticized 
laving  failed  to  form  international  se- 
y  alliances  that  could  have  prevented 
Iraqi  invasion,  the  government  still 
't  decided  how  to  build  its  postwar  de- 
3S.  Compounding  the  problem  is  Ku- 
's  lack  of  control  over  its  military  and 
e,  which  have  beaten,  tortured,  and 
i  Palestinians  for  collaborating  with 
Iraqis.  Secretary  of  State  James  A. 
?r  III  and  U.  S.  Ambassador  Edward 
Skip"  Gnehm  have  lectured  the  Crown 
:e  on  the  need  for  better  control.  But 
pconiing  trial  of  some  200  Palestinians 
other  foreigners  may  create  more  fric- 


tion with  Washington,  especially  if  the  Ku- 
waitis carry  out  their  threat  to  execute 
those  found  guilty. 

The  government's  squandering  of  inter- 
national goodwill  galls  the  many  Kuwaitis 
who  stayed  behind  when  the  al-Sabahs  fled 
in  panic.  Of  all  the  outspoken  Kuwaitis, 
Abdul  Aziz  Sultan,  the  chairman  of  the 
Gulf  Bank,  perhaps  best  embodies  the 
postwar  opposition.  One  of  several  promi- 
nent members  of  influential  Kuwaiti  mer- 
chant families  who  have  become  critics  of 
the  government  in  recent  years.  Sultan  and 


Many  Kuwaitis  have  simply 
voted  with  their  feet.  As  many 
as  100,000  citizens  have  fled 
the  country  since  liberation 


his  eight  brothers  run  a  conglomerate  that 
has  interests  in  hospital  supplies,  retailing, 
engineering,  oil  services,  and  other  busi- 
nesses. In  testimony  to  the  family's  re- 
sourcefulness. Sultan  Center,  its  supermar- 
ket-hardware store,  is  thriving  in  the 
postwar  confusion,  well-staffed  and 
stocked  with  goods  trucked  in  from  Saudi 
Arabia,  while  its  rivals  remain  shuttered. 
"Kuwait's  problem  is  a  crisis  of  leader- 


ship," says  Sultan.  "The  government  has 
no  vision." 

Even  before  the  war,  merchant  families 
such  as  Sultan's  saw  the  3,000-member  rul- 
ing family  threatening  their  interests  by 
entering  into  numerous  business  deals.  But 
since  liberation,  a  merchants'  political  par- 
ty headed  by  Abdul  Aziz  al-Sagar,  chair- 
man of  the  Chamber  of  Commerce,  has 
joined  other  opposition  groups.  They  in- 
clude Shiite  Moslems,  who  make  up  half  of 
Kuwait's  population,  and  the  Moslem 
Brotherhood,  a  Sunni  organization. 
WOMEN  VOTERS?  This  coalition  wants  to 
gain  oversight  of  Kuwait's  government 
:tnd  wealth  by  restoring  its  suspended  par- 
liament and  constitution.  Faced  with  such 
challenges,  the  al-Sabahs  have  suggested 
that  some  change  may  be  in  order.  The 
Emir  has  promised  elections  in  1992  and 
even  suggested  that  women  should  have 
the  right  to  vote.  But  skeptical  business 
leaders  remain  sour  on  Kuwait's  prospects. 
They  lost  $10  billion  or  more  in  inventories 
during  the  occupation,  and  many  say  they 
won't  restock  until  they  are  more  confident 
of  the  political  environment. 

Politics  is  also  worsening  Kuwait's  labor 
shortage,  slowing  down  the  rebirth  of  com- 
merce. Before  the  invasion,  1.2  million  Pal- 
estinians and  other  foreigners  lived  in  Ku- 
wait. Since  liberation,  the  government  has 
started  preaching  "Kuwaitization,"  forcing 
agencies  and  contractors  to  lay  off  the  Pal- 
estinians who  made  up  the  bulk  of  the 
country's  middle  managers,  clerical  work- 
ers, and  engineers.  Palestinian  sources  say 
that  Bechtel  Group  Inc.,  for  example,  re- 
cently let  go  Palestinian  employees,  under 
pressure  from  the  government.  Bechtel 
would  not  comment.  With  many  Kuwaitis 
and  Palestinians  now  armed.  Western  dip- 
lomats fear  rising  tensions  between  the 
two  groups  could  break  out  into  violence. 

Not  everything  in  Kuwait's  reconstruc- 
tion has  gone  awry.  Foreign  contractors 
have  reopened  the  international  airport, 
switched  on  phones,  and  restored  electric- 
ity and  water.  Critics  nonetheless  decry  the 
government's  tight-fisted  attitude,  espe- 
cially in  the  fight  to  extinguish  the  oil  fires 
that  are  having  a  devastating  effect  on  the 
economy  and  the  national  psyche. 

The  next  few  weeks  will  be  a  major  test 
of  the  government's  strength.  W^hile  the 
ruling  family  fiddles,  more  and  more  influ- 
ential Kuwaitis  are  suggesting  that  war 
and  liberation  have  given  their  country  a 
golden  opportunity  for  political  and  eco- 
nomic change.  Kuwait  has  the  wealth  to 
bring  that  about.  But  all  the  oil  money  in 
the  world  won't  be  able  to  set  reforms  in 
motion  if  the  citizenry  can't  persuade  the 
government  to  get  cracking.  If  it  won't, 
Kuwait — and  its  Allied  liberators — will 
lose  the  peace  they  fought  so  hard  to  win. 

By  Stanley  Reed  in  Kuwait  City,  with 
Richard  A.  Melcher  and  Mark  Maremont  in 
London,  William  Glasgall  in  New  York, 
and  bureau  reports 
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KUWAITI 


THE  KUWAIT  CLEANUP: 
WHO'S  IN  CHARGE  HERE? 


Inaction  may  turn  a  regional  disaster  into  a  global  nightmare 


Wanted:  one  general.  Desired  skills: 
ability  to  coordinate  air,  land,  and  sea 
campaign  in  the  Persian  Gulf.  Mis- 
sion: cleaning  up  after  Operation  De- 
sert Storm. 


Ei 


ven  as  waves  of  thick  black  crude 
ride  up  on  ecologically  vital  Persian 
Gulf  salt  marshes  and  acrid  fumes 
from  500  fires  boil  into  desert  skies,  it  is 
apparent  that  the  worst  fears  of  a  post- 
war worldwide  environ- 
mental catastrophe 
haven't  been  realized. 
The  oil  slick,  put  at  11 
million  barrels  in  the 
heat  of  war,  is  closer  to 
4  million.  And  the  oil- 
well  smoke  some  ex- 
perts said  would  reach 
the  upper  atmosphere 
and  produce  a  global 
nuclear  winter  is  so  far 
sticking  close  to  Mother 
Earth. 

But  just  as  the  con- 
cern seems  to  have  sub- 
sided, so  has  the  mo- 
mentum for  helping  the 
region  recover  from 
what  may  be  the  worst 
man-made  environmen- 
tal disaster  in  history. 
The  gulf  cleanup  is  suf- 
fering from  disarray, 
penny-pinching,  and  in- 
fighting. Black  rain  is 
already  falling  1,000 
miles  east  of  Kuwait  in 
Pakistan,  and  summer 
heat  threatens  to  loft 
smoke  higher  into  the 
atmosphere — where  it 
can  be  carried  further 
around  the  globe.  So  de- 
lay raises  the  odds  of 
widespread  crop  fail- 
ures, devastated  fisher- 
ies and  ecosystems,  and 
respiratory  illness  and 
lung  cancer  in  thou- 
sands of  people  breath- 
ing oil-fouled  air. 

Some  environmental- 
ists are  saying  that  the 
U.  S.  and  its  allies  have 
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turned  their  backs  on  the  cleanup.  They 
charge  that  the  problem  has  been  left  to 
the  cash-strapped  and  beleaguered  gov- 
ernments of  Kuwait  and  Saudi  Arabia, 
who,  along  with  a  few  environmental 
groups,  are  attacking  the  problems 
piecemeal  instead  of  with  a  comprehen- 
sive plan.  "The  coalition  members  bear 
responsibility  for  not  only  waging  and 
winning  the  war  but  also  for  dealing 
with  the  war's  environmental  after- 


math," says  Richard  S.  Golob,  publishe: 
of  Golob's  Oil  Pollution  Bulletin  % 
Cambridge,  Mass.  "What  we  need  reall| 
is  a  General  Schwarzkopf  who  can  lea 
the  war  to  save  the  gulf  environment. 

Not  likely.  Some  dozen  U.  S.  agencit 
are  helping  assess  the  environment; 
toll — and  are  even  trying  to  mobilize  ti 
U.  N.  to  pitch  in.  But  a  survey  of  tl 
major  agencies  involved  shows  that  a.\ 
ter  spending  billions  to  wage  the  wa; 
the  U.  S.  has  put  less  than  $5  million  inl 
this  effort — and  virtually  nothing  int 
environmental  restoration.  "The  U.  5 
government  isn't  involved  in  the  cleai 
up,"  says  an  Environmental  Protectic 
Agency  spokesman.  "That's  being  ru 
by  the  Kuwaitis  and  the  Saudis." 
MILES  OF  MINES.  Regardless  of  wl 
should  be  responsible,  the  lack  of  over;i 
coordination  may  prove  disastrous.  Le 
untouched  are  miles  of  oil-filled  beac 
side  trenches  that  the  Iraqis  planned  i 
ignite  to  foil  amphibioi 
assaults.  These  threa 
en  to  flow  into  the  st 
in  the  high  tides  ( 
summer.  A  lethal  arr; 
of  Iraqi  land  and  st 
mines  and  unexplodt 
cluster  bombs  dropp< 
by  coalition  forces  hi 
der  cleanup  effort 
"The  mines  go  for  mik 
and  miles,"  says  Jassi. 
al  Hassan,  head  of  tl' 
Kuwait  Environment 
Action  Team,  a  groi. 
of  concerned  Kuwai. 
academics.  In  late  Apr 
a  London  compan. 
Royal  Ordnance  PL 
was  hired  to  remo'- 
some  mines.  But  muc 
work  has  yet  to  h 
awarded — and  there  i 
little  sign  the  process  , 
being  speeded  up. 

Each  delay  is  a  se- 
ous  blow.  For  near; 
two  months  after  tli 
war,  some  3,000  barrti 
of  oil  a  day  continued  i 
leak  into  the  gulf  froi 
damaged  tankers,  tai: 
farms,  and  pipelinet 
That  has  nearly  bea 
stopped.  But  oil  gus;- 
ing  from  ravaged  we 
and  entering  Kuwaiti 
oil-field  drainage  sy 
tem  is  dumping  l,0j 
barrels  a  day  into  tj 
gulf,  says  Golob.  Sor 
spewing  oil  has  pool, 
into  lakes,  which  couJ 
catch  fire  or  becor; 
traps  for  birds.  Tl; 
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largest,  near  the  giant  Burgan  oil  field 
in  southern  Kuwait,  is  a  half-mile  long,  a 
quarter-mile  wide,  and  25  feet  deep  in 
some  spots.  If  the  oil  is  an  average  5 
feet  deep,  notes  Golob,  the  lake  holds 
100  million  gallons — nine  times  the  vol- 
ume of  the  Exxon  Valdez  spill. 
PARALYSIS.  It's  a  similar  story  with  the 
fires.  About  100  of  the  591  wells  on  fire 
or  spouting  oil  at  war's  end  have  been 
capped.  But  the  Kuwaiti  government  at 
first  failed  to  commit  money  for  needed 
equipment.  "If  they  had  ordered  it,  300 
fires  would  be  out  by  now,"  says  one 
Kuwait  Petroleum  Corp.  official.  More 
delays  came  as  the  Kuwaitis  sought  to 
renegotiate  done  deals,  adds  T.  B.  O'Bri- 
en, president  of  O'Brien  Goins  Simpson 
Inc.,  a  Midland  (Tex.)  consultant  coordi- 
nating the  oil-fire  fighting.  "Fires  were 
costing  millions  of  dollars  a  day,  and  you 
have  this  guy  over  here  trying  to  save  a 
total  of  $10,000,"  he  says." 

The  inertia  extends  to  Saudi  Arabia. 
"It  was  astonishing  and  a  bit  sad,"  says 
John  Huisman,  who  heads  an  oil-slick 
combat  team  from  the  Dutch  Transport 
&  Public  Works  Ministry.  He  went  to 
Saudi  Arabia  in  February  and  found  lo- 
gistical problems  and  arguments  that 
sidelined  cleanup  companies.  Some 
25,000  birds,  mostly  grebes  and  cormo- 
rants, have  died  in  the  spill.  It  makes 
sense  to  clean  beaches  carefully  to  avoid 
causing  extra  damage.  But  critics  note 
that  the  drive  to  mop  up  still  pales 
alongside  the  Valdez  effort  (table). 

With  billions  of  dollars  needed  to  pay 
war  costs,  Saudi  Arabia  and  Kuwait 
have  worries  besides  the  environment. 
But  some  companies  blame  much  of  the 
cleanup's  slow  pace  on  a  confusing  sys- 
tem in  which  a  local  agent  is  needed  to 
act  as  a  middleman  between  them  and 
host  governments.  Conversely,  many 
companies  are  out  to  make  a  fast  buck, 
says  Huisman.  So  who  can  blame  a 
country  for  taking  its  time  to  sort 
through  proposals? 

Some  see  more  sinister  reasons  behind 
the  coalition's  environmental  inaction, 
however.  "I  think  they  feared  that  any 
discussion  of  the  seriousness  of  the  envi- 
ronmental impacts  would  cast  doubts  on 
the  success  of  what  [the  war]  accom- 
plished," says  Brent  Blackwelder,  vice- 
president  for  policy  of  the  environmental 
group  Friends  of  the  Earth.  Another 
group,  Honolulu-based  Earthtrust,  ar- 
gues that  in  Kuwait,  where  fewer  than 
150,000  of  last  year's  580,000  citizens 
now  reside,  the  government  has  down- 
played environmental  problems  for  fear 
that  people  needed  to  help  rebuild  the 
country  might  stay  away. 

Now,  with  the  Kuwaitis  starting  on 
May  12  to  fly  in  citizens  at  a  rate  of 
15,000  a  week,  the  repatriation  drive 


THE  LAGGING 
GULF  CLEANUP 


oil  SUCK  At  least  $60 

^million  and  roughly  500 
workers  are  being  provid- 
ed, mostly  by  Saudi  Ara- 
bia, to  clean  up  war-relat- 
ed spills  that  total  170,million  gallons  so 
far.  This  contrasts  with  about  $2  billion 
and  1 1,000  workers  used  to  clean  up  the 
1 1  million-gallon  Exxon  Valdez  spi|l 
in  1989 

H LEAKS  An  additional 
42,000  gallons  of  oil  a  day 
are  leaking  into  the  gulf  as 
oil  spewing  from  damaged 
wells  reaches  Kuwait's  oil- 
field drainage  system.  One  lake  of  oil  has 
formed  in  southern  Kuwait  that  may  con- 
tain nine  times  the  oil  spilled  from  the  Val- 
dez. Land  and  sea  mines  and  unexploded 
cluster  bombs  ore  hindering  efforts  to 
clean  up 

I  I  FIRES  After  initial  delays, 

lHtfM|l|f      firefighters  are  now  dous- 
l^m^/j^   ing  three  wells  a  day.  But 
^^^liifl  some  500  wells  are  still 
H^^^^^H  burning  or  spouting  oil.  Ku- 
waiti oil  officials  soy  200  more  fires  would 
be  out  if  their  own  government  had  paid 
for  equipment  they  ordered.  The  fires 
won't  be  out  for  at  least  another  year 

AIR  POLLUTION  Soot 
particles  presumed  to  have 
originated  in  Kuwait  hove 
reached  Hawaii.  In  an  Apr. 
Hl^^^H  3  report,  the  EPA  said  that 
"warnings,  advisories,  and  precautions 
are  clearly  warranted"  for  gulf -area  resi- 
dents.with  respiratory  problems.  Still,  air- 
monitoring  equipment  provided  by  the 
U.S.  was  stolen  after  it  arrived  in  Kuwait, 
so  ossessmisnt  efforts  have  been  retarded 

DATA:  BW;  GOIOB'S  Oil.  POLLUTION  BULLETIN  . 


may  carry  a  stiff  cost.  While  scientists 
have  never  studied  pollution  on  this 
scale,  prolonged  exposure  to  such  heavy 
and  persistent  contamination  is  certain 
to  aggravate  respiratory  ailments — espe- 
cially in  older  people  and  children.  Says 
Richard  D.  Small,  director  of  thermal 
sciences  for  West  Los  Angeles  think 
tank  Pacific  Sierra  Research  Corp.:  "You 
would  expect  increased  attacks  of  asth- 
ma, emphysema,  and  ultimately,  an  in- 
creased incidence  of  lung  cancers." 

In  January,  Small's  company  complet- 
ed a  study  for  the  Defense  Dept.  that 


concluded  that  smoke  from  oil-well  fires 
would  never  rise  high  enough  to  affect 
global  climate.  Still,  says  Small,  "It's  an 
environmental  disaster  for  that  region." 

Some  think  that  picture  is  too  optimis- 
tic. In  the  summer  heat,  the  smoke 
plume  could  rise  higher  than  the  current 
12,000-foot  peaks  and  spread  far  enough 
to  depress  temperatures  and  reduce  crop 
yields  worldwide,  argues  Blackwelder. 
Many  experts  call  this  view  exaggerat- 
ed. Still,  "there  is  a  possibility  there'll  be 
enough  self-lofting  of  the  soot  to  a  high 
enough  level  in  the  atmosphere  to  have 
a  global  effect,"  says  John  Birks,  an 
atmospheric  chemist  at  the  University  of 
Colorado.  In  April,  particulates  pre- 
sumed to  be  from  the  fires  were  detect- 
ed at  a  monitoring  station  in  Hawaii. 
TOO  LATE.  Surprisingly,  the  gulf  region 
still  lacks  a  comprehensive  air-quality 
evaluation  program.  A  joint  National  Sci- 
ence Foundation-Defense  Dept.  team  be- 
gan arriving  in  Bahrain  on  May  10  to 
launch  a  month-long  study  of  the  fires' 
effects  on  regional  weather.  One  area  of 
focus:  whether  the  fires  might  change 
air  or  surface  temperatures  and  disrupt: 
the  Indian  monsoon,  whose  rains  start  in 
mid-May  and  provide  the  lifeblood  of  the  I 
Indian  subcontinent.  Sponsors  say  the! 
study  didn't  suffer  from  postwar  confu-f 
sion.  But  it,  too,  may  prove  an  opportu-ii 
nity  lost.  "If  you  really  wanted  to  get  af 
complete  picture  of  what  was  happening  | 
with  the  monsoon,  you  should  have  been 
there  a  couple  of  weeks  earlier,"  says 
Richard  S.  Greenfield,  head  of  the  NSF's 
lower  atmospherit  research  section. 

Such  instances  are  fueling  calls  for 
someone  to  take  charge.  The  U.  S., 
mired  in  Kurdish  refugee  problems  in 
northern  Iraq  and  eager  to  get  troops 
home,  has  shown  little  desire  to  prolong 
its  role  as  coalition  leader — and  some 
see  that  as  only  fitting.  "We  didn't  agree 
to  go  in  and  wipe  the  nose  of  the  Ku-, 
waitis,"  says  Ken  Miller  of  OPEC  Listen- 
er, an  electronic  oil-analysis  service 
charting  the  gulf  cleanup. 

But  others  disagree.  "We  had  the  air 
war  and  the  ground  war,  and  those  were 
both  won.  Now,  we  have  the  'eco-war, 
and  we're  losing  that,"  says  Michael  Bai- 
ley, Earthtrust's  program  director 
"What  is  needed  is  the  same  kind  of 
military  commitment  to  cleaning  up  as 
was  made  to  fight  the  war."  After  all, 
he  notes,  the  war  had  two  principal 
aims:  to  secure  oil  fields  and  to  return  to 
Kuwaitis  something  resembling  the 
country  they  had.  Anyone  journeying  to 
a  dark  corner  of  the  earth  called  Kuwait 
City  knows  that  neither  goal  has  yet 
been  achieved. 

By  Robert  Buderi  in  New  York,  with 
Stanley  Reed  in  Kuwait  City  and 
Stephanie  Anderson  Forest  in  Dallas 
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FRANCE  I 


AN  'IRON  LADY' 
ACROSS  THE  CHANNEL? 


France's  new  Prime  Minister  could  heighten  tensions  in  Europe 


111  a  modest  office  on  a  Paris  side 
street,  where  she  has  been  awaiting 
an  important  phone  call  from  French 
President  Francois  Mitterrand,  Edith 
Cresson  warms  to  her  favorite  subject: 
the  Japanese  economic  threat.  "The  Jap- 
anese have  a  strategy  of  conquest.  And 
they're  about  to  devour  Europe." 

On  May  15,  the  call  finally  came — and 
tho  tniM/h-talking  Cresson  accepted  Mit- 


Japanese — but  not  the  Americans— out. 

"Europe  and  America  need  to  col- 
laborate. Our  companies  should  team 
up."  the  57-year-old  Cresson  told 
BUSINESS  WEEK  shortly  before  her  ap- 
pointment ended  Michel  Rocard's  three- 
year  tour  as  the  country's  Prime  Minis- 
ter. "The  U.  S.  is  a  great  democracy. 
Japan  is  not.  We  have  the  same  culture. 
Do  we  want  Europe  to  become  a  Japa- 


charm  and  energy,  she  is  a  noted 
networker.  She  barnstormed  east  Ger- 
many after  unification  to  promote  deals 
for  French  companies — albeit  without 
huge  success.  "She's  got  punch,  tenac- 
ity, and  contacts  all  over  the  world," 
says  Didier  Pineau-Valencienne,  chair- 
man of  Schneider,  a  French  electrical- 
equipment  maker,  which  hired  Cresson 
as  a  supersaleswoman  when  she  left' 
government  last  fall. 
PRICKLY.  She  served  Mitterrand  as  Agri-I 
culture  Minister  in  the  mid-1980s.  Farm-j 
ers  joked  about  her  name,  which  mean$ 
"watercress"  in  French.  She  also  served 
a  stint  as  France's  Industry  &  Trade; 
Minister,  earning  a  reputation  for  push- 
ing for  protectionism.  But  her  chief  cre-^ 
dential  is  a  long  working  relationship! 
and  close  personal  friendship  withi 
France's  Socialist  President.  j 
Many  sources  believe  her  appointment! 


Prime  Minister  Edith  Crcssoivon: 


THE  U.S.  -  ^ 

'Europe  and 

America 

need  to 

collaborate. 

Companies 

should 

team  up' 


Japanese 
have  a 
strates^y  of 
conquest.  ' 
And  they're 
about  to  ,  •: 
devour  - 


Europe 


FRENCH  INDUSTRY 

'We've 
had  blind 
confidence  in 
management . 
Now  we'll 
demand 
results 
before  ijivin.ti; 


terrand's  offer  to  become  the  first  wom- 
an Prime  Minister  of  France.  Socialist 
Cresson  is  every  bit  as  brusque  as  the 
formidable  Margaret  Thatcher,  Britain's 
former  Prime  Minister,  But  she  is  likely 
■  !;  create  major  waves  in  Europe's  al- 
ready shaky  unification  process  in  a 
vtry  different  way.  France  is  already 
out  of  step  with  free-market  Europe  as 
1992  nears,  and  Cresson's  appointment  is 
likely  to  increase  the  friction.  She'll  be 
promoting  a  dirigiste  Europe  of  state 
aid  to  industry,  government-orchestrated 
mergers,  and  strong  barriers  to  keep  the 


nese  colony?"  she  asked,  her  eyes  flash- 
ing. "Well,  it's  not  my  cup  of  tea." 

Europe  grew  used  to  such  talk  when 
Cresson  served  as  France's  European 
Affairs  Minister.  She  quit  that  job  last 
fall  to  protest  France's  poorly  conceived 
aid  to  industry.  But  the  French  are  hav- 
ing a  harder  time  getting  used  to  the 
idea  of  Cresson  as  Prime  Minister.  "She 
screams,  she's  a  demagogue,"  claims  an 
aide  to  Gaullist  leader  Jacques  Chirac. 

Harsh  words,  and  not  really  fair.  Most 
observers  credit  Cresson  with  a  mind 
fully  as  sharp  as  her  tongue.  Full  of 


indicates  that  Mitterrand  will  takt 
tighter  control  of  the  government.  Hi^ 
relationship  with  longtime  rival  Rocarc 
has  been  prickly.  Rocard's  centrist  poli 
cies  have  often  promoted  corporate  prof 
its  at  the  expense  of  social  goals 
prompting  public  criticism  from  his  mon 
left-leaning  boss. 

By  naming  Cresson,  Mitterrand  is  try 
ing  to  strengthen  the  political  standing 
of  his  Socialist  Party.  Parliamentar} 
elections  are  due  by  1993.  Socialist  strat 
egists  think  they  must  start  rebuilding 
their  leftist  credentials  to  avoid  losing 
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EUROPE  I 


THOSE  MOUSY  EUROPEAN 
INVESTORS  BEGIN  TO  ROAR 


Shareholders  are  demanding  more  rights — and  ousting  CEOs 


Listening  to  your  major  shareholders 
is  an  axiom  in  American  corpora- 
tions. But  for  German  executive 
Horst  W.  Urban,  it's  a  lesson  he'll  never 
forget.  On  May  9,  Urban  was  forced  out 
as  CEO  of  German  tiremaker  Continental 
after  blocking  merger  talks  with  Italian 
rival  Pirelli  (page  62).  His  ouster  was 
engineered  by  powerful  Deutsche  Bank, 
which  was  miffed  that  Urban's  stalling 
was  hurting  Continental's  investors. 

For  European  managers,  the 
shakeup  at  Conti  heralds  a 
trend  that  could  shape  their 
lives  in  the  1990s.  Shareholders 
large  and  small  are  beginning 
to  clamor  for  greater  influence 
in  the  executive  suite.  From 
Mannheim  to  Milan,  such  buzz- 
words as  shareholder  rights 
and  corporate  governance  are 
gaining  resonance.  And  led  by 
Britain,  CEOs  who  fail  to  per- 
form are  being  forced  out 
(table).  "The  recession  has  ex- 
posed the  weaknesses,  and 
managers  can't  be  expected  to 
be  bailed  out,"  warns  Anthony 
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R.  Good,  research  director  at  the  $34 
billion  Norwich  Union  Fund  Managers. 

Those  are  chilling  words  for  most  Eu- 
ropean executives,  long  shielded  inside 
corporate  cocoons.  Anti-takeover  de- 
vices, for  example,  restrict  any  one 
shareholder,  no  matter  how  large  the 
holding,  from  voting  more  than  a  small 
part  of  the  outstancling  stock.  Managers 
are  further  cushioned  by  intricate  webs 
of  banking  and  family  ties.  That's  all 


WHO'S  QUITTING  UNDER  PRESSURE 

HORST  W.  URBAN  CEO  of  German  tiremaker  Continental, 
forced  out  for  impeding  merger  talks  with  Italy's  Pirelli 

DEREK  LEWIS  CEO  of  Britain's  Granada,  a  media  and  computer 
services  company,  resigned  to  appease  investors  prior  to  a 
$280  million  issue  of  new  stock 

CHAIRAAAN  SIR  DERRICK  HOLDEN-BROWN  AND  CEO  RICHARD  MARTIN 

Left  British  food-and-drink  company  Allied-Lyons  following 
disclosure  of  $250  million  in  trading  losses 


CHAIRAAAN  MICHEL  FRANCOIS-PONCET  Pushed  aside  at  French 
merchant  bank  Compagnie  Financiere  de  Paribas  following 
botched  takeover  bid  for  another  French  company,  Naviga- 
tion Mbcte 


cluuigmg  quickly.  Willi  the  recession 
hammering  away,  institutional  investors 
are  taking  a  more  ruthless  approach  to 
the  managers  of  the  companies  whose 
stocks  they  own.  They  are  insisting  on 
more  outside  directors,  checks  on  execu- 
tive pay,  a  say  in  company  strategy,  and 
the  power  to  dump  laggard  managers. 
ON  THE  RUN.  The  biggest  surprises  are  in 
Germany,  where  the  cozy  relations  be- 
tween the  corporate  Establishment  and 
powerful  banks  are  being  challenged. 
The  campaign  has  been  led  by  the  Ger-  ■ 
man  Shareholders'  Protection  Assn.,  a 
group  that  has  lobbied  successfully  to 
let  shareholders  vote  a  larger  portion  of 
their  stock.  The  upstart  group  has  won ; 
important  victories  at  such  German 
heavies  as  Continental,  Veba,  Deutsclie 
Babcock,  and  even  Deutsche  Bank. 

There  are  signs  that  big  state-con-^; 
trolled  French  institutions  are  eager  tol 
stir  things  up,  too.  In  a  power  p 
play,  insurer  Union  des  Assur- 
ances de  Paris  and  other  share- 
holders unseated  Michel  Fran- 
gois-Poncet  as  chairman  of 
powerful  merchant  bank  Com- 
pagnie Financiere  de  Paribas. 
Frangois-Poncet's  misstep:  his 
botched  raid  on  Compagnie  de 
Navigation  Mixte.  After  paying 
$1.3  billion  for  a  40%  stake,  his 
takeover  drive  stalled  when 
Mixte  retaliated  by  buying  Par- 
ibas shares.  Under  pressure 
from  shareholders,  Paribas  is 
reducing  its  holdings  in  Mixte. 
But  the  action  on  the  Conti- 
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nent  pales  in  comparison  to  the  muscle- 
flexing  by  British  shareholders.  For 
years,  Britain's  large,  bustling  public 
market  has  put  influence  in  the  hands  of 
shareholders.  Now,  the  British  govern- 
ment wants  to  go  even  further.  Corpo- 
rate Affairs  Minister  John  Redwood  ar- 
gues strongly  for  more  "truly 
independent"  outside  directors,  who 
should  be  put  forward  l)y  institutions.  In 
late  April,  the  Institutional  Sharehold- 
ers' Committee,  representing  major  pen- 
sion funds  and  insurance  companies,  rec- 
ommended that  British  corporations 
adopt  the  U.  S.  practice  of  having  out- 
side directors  determine  executive  pay. 
The  whole  debate  on  corporate  gover- 
nance "will  be  one  of  the  biggest  issues 
of  the  '90s,"  predicts  John  Kay,  director 
of  London  Business  School's  Center  for 
Business  Studies. 

EARLY  RETIREMENTS.  Already,  British 
shareholders  are  making  their  moves. 
On  the  day  after  Urban  got  the  boot  in 
Germany,  investors  and  banks,  worried 
about  a  big  runup  in  corporate  debt, 
forced  out  Derek  Lewis,  the  CEO  of  Gra- 
nada Group  PLC,  a  media,  computer  ser- 
vices, and  gaming  company.  Financial 
sources  say  it  was  agreed  that  in  ex- 
change for  Lewis'  departure,  the  compa- 
ny would  get  a  favorable  reception  for  a 
new  issue  of  $280  million  in  equity.  In 
another  case,  banks  and  institutions  are 
pushing  ahead  with  a  shakeup  and  asset 
sales  at  Brent  Walker  Group  PLC,  a  trou- 
bled leisure  company. 

Two  senior  executives  at  food-and- 
drink  giant  Allied-Lyons  PLC  also  got  the 
message.  On  May  3,  Chairman  Sir  Der- 
rick Holden-Brown  and  CEO  Richard  G. 
Martin  announced  their  early  retire- 
ments after  the  company  lost  $250  mil- 
lion on  options  trading.  Shareholders,  in- 
cluding Norwich  Union  and  Standard 
Life,  will  press  management  for  other 
changes,  including  possible  .sell-offs  of 
its  breweries  or  some  of  its  rich  collec- 
tion of  brands.  "The  company  needs  to 
get  its  act  together  or  they  are  vulnera- 
ble to  a  [takeover]  bid,"  says  John 
Thompson,  senior  investment  manager 
at  Standard  Life  Assurance  Co. 

Even  such  a  giant  as  Britain's  Imperi- 
al Chemical  Industries  PLC  that  has  care- 
fully courted  its  shareholders  is  feeling 
the  heat.  On  May  15,  Chairman  Sir  De- 
nys  Henderson  discovered  that  corpo- 
rate predator  Hanson  PLC  held  2.87c  of 
iCl's  shares.  Although  Hanson  says  the 
purchase  is  for  "investment  purposes," 
some  institutions  predict  a  possible  raid 
or  mounting  pressure  on  ICI  to  shed  as- 
sets. For  Sir  Denys  and  his  European 
cohorts,  it's  a  dangerous  new  world. 

Bi)  Richard  A.  Melcher  in  London,  with 
John  Templeman  in  Bonn  and  Patrick 
Outer  in  Brussels 


ROLLED  OVER 
AT  GERMANY'S  CONTINENTAL 


The  trans-Atlantic  flight  last  June 
was  hardly  a  pleasant  one  for 
Horst  W.  Urban,  the  chief  execu- 
tive officer  of  German  tire  giant  Conti- 
nental. He  was  on  a  troubleshooting  trip 
to  the  U.  S.  to  check  up  on  ailing  General 
Tire  Inc.,  acquired  by  Continental  in 
1987.  Flying  with  him  was  Ulrich  Weiss, 
an  executive  board  member  at  Deutsche 
Bank  and  also  Conti  board  chairman. 

On  the  trip  back  to 
Germany,  Weiss  handed 
Urban  a  thin  folder.  It 
contained  a  bombshell, 
one  that  would  touch 
off  months  of  vicious 
boardroom  battles  and 
raise  gut  issues  such  as 
personal  loyalty.  The 
folder  contained  a  draft 
proposal  for  a  buyout 
by  Italian  tiremaker  Pir- 
elli, which  wanted  to 
double  its  market  share. 
The  events  triggered  by 
the  Pirelli  plan  would 
eventually  lead  to  the 
end  of  Urban's  career  at 
Conti. 

What  particularly 
shocked  Urban  was  that 
he  had  heard  absolutely 
nothing  about  the  bid 
though  it  had  been 
broached  three  months 
before.  In  March,  1990, 
Leopoldo  Pirelli,  board 


RESISTING  A  TAKEOVER  LED  TO 
HORST  URBAN'S  OUSTER 


chairman  of  the  Italian  company,  had  ap- 
proached Weiss  and  Hilmar  Kopper,  CEO 
of  Deutsche  Bank,  about  a  possible 
merger.  The  Italians  bypassed  Urban, 
choosing  instead  to  talk  to  Weiss,  who 
represented  shareholders  on  Conti's 
board.  Deutsche  Bank  officials  kept  Ur- 
ban in  the  dark  because  they  were  wor- 
ried about  Conti's  worsening  perfor- 
mance. Even  Conti's  former  head, 
Helmut  Werner,  now  a  member  of  the 
executive  board  of  Daimler  Benz,  knew 
of  the  bid  before  Urban. 
FLANKING  TACTICS.  After  his  U.  S.  trip. 
Urban  tried  to  launch  a  counterattack. 
But  Pirelli  had  already  amassed  at  least 
26%  of  Conti  stock,  enough  to  blunt  Ur- 
ban's first  moves.  At  his  company's  an- 
nual meeting  in  July,  Urban  failed  to 
strengthen  the  company's  poison  pill  and 
get  shareholders  to  approve  issuing  new 
shares  that  would  dilute  Pirelli's  stake. 
By  then.  Urban  knew  he  had  more  to 


worry  about  than  just  the  Italians.  Deut- 
sche Bank  seemed  to  be  pushing  the 
merger.  Conti's  Weiss,  who  sits  on  theti 
administrative  board  of  Fiat,  is  responsi-! 
ble  for  Deutsche  Bank's  Italian  business! 
and  was  known  to  favor  some  form  ofj 
cooperation  with  Pirelli.  By  mid-Septem 
ber,  Pirelli  presented  a  merger  plan  in 
which  Conti  would  buy  into  Pirelli  Tire 
Holding  while  Pirelli  would  own  most  of 
newly  issued  Conti 
stock.  Both  sides  say 
they  planned  to  disclosei 
their  talks 

But  Urban,  who  did 
not  respond  to  BUSINESS 
week's  written  re 
quests  for  comment, 
quietly  adopted  the 
same  flanking  tactics 
used  earlier  by  Pirelli 
and  Weiss,  sources  say. 
Just  after  the  Pirelli 
proposal  was  reviewed. 
Urban  hired  Morgan 
Grenfell  Group  PLC, 
Deutsche  Bank's  invest 
ment  arm,  to  set  up  a: 
defense.  There  was 
more  to  it  than  met  the 
eye.  Morgan  Grenfell's 
chairman,  John  Craven, 
happened  to  be  Weiss's 
rival  on  the  Deutsche 
Bank  executive  board. 

Weeks  of  sparring  en 
sued.  At  one  point,  Cra 


ven  feverishly  turned  to  the  German  in^ 
dustrial  Establishment  for  salvation.  He 
tried  to  round  up  Volkswagen,  BMW,  and 
Daimler  to  buy  Conti  stock  and  preserve 
the  company.  But  they  needed  Dresdner 
Bank  and  insurer  Allianz,  who  refused  to 
join  the  pool.  The  effort  fell  apart.  Urban 
then  tried  desperately  to  bring  in  tire 
maker  Yokohama  Rubber  as  a  white 
knight  that  would  buy  new  Conti  shares 
Urban  wanted  to  issue.  But  Weiss  nixed 
that  plan.  In  late  April,  he  ordered  Urban 
to  stop  blocking  the  merger. 

A  week  later,  Urban  was  reduced  to 
pressuring  his  top  executives  to  sign  a 
letter  to  the  Conti  board  professing  per- 
sonal loyalty  to  him.  But  when  the  board 
met  for  an  extraordinary  session  on  May 
9,  more  than  half  the  managers  said  they 
had  signed  under  duress.  Urban  re- 
signed, ending  a  year  of  bitter  corporate 
intrigue. 

By  Igor  Reiclilin  in  Bonn 
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DIGIIAL'S 


THEY  NOT  ONLY  MEET 
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TH[yRAIS[TH[ 


IMAGINE  THE 

WORLD'S  FASnS" 

GRAPHICS  PC 

COSTS  ONLY  $6,000. 


$6,000  has  never  bought  so 
much  PC  before.  Because 
while  graphics  is  this  machine  s 
heart,  networking  is  its  soul. 

Introducing  the  DECpc" 
433  Workstation.  It's  a  486DX 
PC.  It's  a  graphics  PC  with 
workstation  performance. 
And  it's  an  entirely  new 
breed  of  business  machine: 
the  network  PC. 

The  DECpc  433's  revolu- 
tionary design  allows  your 
Ethernet  network  to  take  the 
place  of  a  slew  of  expensive 
peripherals.  So  the  engineers 
at  Digital  could  add  more  of 
what  you  really  need  in  a  PC. 
Like  graphics  as  rich  as  th  ose 
ot  richly  priced  workstations. 

The  DECpc  433's  built-in 
video  controller  gives  you 
1280  X  1024  resolution  -  far 
beyond  super  VGA.  For  crisper, 
more  detailed  graphics.  And 


cleaner,  brighter  windows. 
In  fact,  the  DECpc  433 
Workstation  can  run  any 
VGA  software  at  twice  the 
size  of  standard  VGA. 

And  when  it  comes  to 
speed,  well,   the  DECpc 


GRAPHICS 
AT  ITS  HEART, 
NETWORKING 
AT  ITS  SOUL. 


433  Workstation  is  wired  lor 
it.  You  can  rip  th  rough  all 
your  favorite  DOS,  OS/2, 
Microsoft  Windows,  and  even 
X  Windows  applications. 
From  desktop  publishing  to 
databases,  imaging  to  computer- 
aided  design. 

But  your  work  won't  just  go 


fa  ster  th  an  ever,  it  will  b 
easier  than  ever.  Because  th 
DECpc433's  built-in  Etherne 
networking  can  put  you 
company's  entire  networ 
at  your  command.  Fo 
massive  file  storage.  Seam 
less  printer  sharing.  E-mai 
And  more. 

Put  the  built-in  networking 
the  graphics  and  the  486D' 
power  together,  and  you  ve  gc 
a  PC  so  revolutionary,  yo 
won  t  find  anything  like  n 
Money-wise.  Performance 
wise.  Or  any  other-wise. 

Think  of  it  this  way.  A 
$6,000,  the  DECpc  433  i 
half  the  cost  of  a  traditions 
PC  with  comparable  perfoi 
mance.  So  why  keep  dreamin 
about  everything  you  need  i 
a  PC?  When  Digital  can  put 

MUM 


ETWORK  PERSO 


A  I 


I 


NO  ONE  ELSE 


esenting  the  DECpc  333 
table  and  the  DECpc 
X  Notebook.  Two  moving 
onstrations  of  what  a 
able  computer  ought  to  be. 
r  starters,  they  are  perhaps 
irst  portables  to  be  designed 
nd  today's  software.  Not 
erday's.  Because  both 
s  complete  with  Microsoft 
dows. 

It  that's  far  from  all. 

make  Windows  easier  to 
ate  on  the  road,  we  created 
ntirely  new  mouse  species. 

integrated  mousepad. 
^ly  apply  your  finger  to  a 
h-sensitive  grid  above  the 
)oard,  and  see  how  this 
56  runs.  (Sure  beats  trying  to 
in  ordinary  mouse  around 
our  airline  tray  table.) 
eanwhile,  back  at  the 
e,  your  Digital  portable 
s  into  an  expansion  chassis, 
t  becomes  a  network  PC 
ties  you  into  the  corporate 
er  structure.  You  can  even 
lect  another  monitor  or 


keyboard,  but  why  bother? 
Both  our  portables  feature 
backlit  VGA  screens  for  crisp 
graphics. 

But  if  there's  one  question 

INTRODUCING 
THE  DECpc 

PORTABLES 
FOR  NETWORK 

COMPUTING. 


we  haven't  answered  for  you, 
it  s  which  model  to  buy.  Well, 
that's  your  call. 

Think  of  the  DECpc  333 
Portable  as  the  laptop  of 


luxury.  With  a  luxurious  4  MB 
of  memory  and  60  MB  hard 
drive,  to  complement  the 
power  of  its  33  MHz  386 
processor  with  cache  memory. 
All  in  just  1  1  pounds.  With  a 
tull  three-hour  battery  life. 

Then  there's  our  DECpc 
320sx  Notebook.  It  proves  that 
small  is  beautiful.  With  386sx 
performance  in  an  8'//'  by 
11"  case  that  weighs  in  at 
a  comforting  6  pounds. 

In  fact,  about  the  only 
th  ing  our  porta  bl  es 
aren't  light  on  is 
warranty  protection. 
Both  come  with  a  full 
one-year  warranty. 

As  you  can  see,  our 
portables  aren't  just  com- 
puters to  be  carried. 
They're  computers  you 
can  carry  to  extremes. 


UTING   FROM  DIGITAL. 


THE  WORLD'S 


Digital's  growing  family  of 
personal  computers  are  all  inter- 
personal computers.  Because 
tliey're  all  designed  for  net- 
vvoi  king  that  will  help  your 
people  work  together  easily. 

So  meet  our  latest  inter- 
personal PC.  The  DECpc  455T. 

It's  the  first  in  our  new  series 
of  high-performance  deskside 
PCs.  And  like  every  PC  we 
make,  the  433T  gives  you  more 


MORE  PCs. 
AND  MORE 

PEOPLE 
TO  STAND 


power  for  less.  Because  this 
highly  expandable  486-based 
PC  can  do  double-duty  as  a 


server  —  no  matter  what  net 
working  your  company  has. 

But  all  bragging  aside,  th 
best  PC  network  you  cah 
have  IS  ours.  Because  ou 
PATHWORKS™  Family  o 
networking  products  let 
you  tie  your  PCs  into  an; 
major  vendor's  computers 
or  networks,  in  the  wor  Id. 

But  there's  far  more  to  our  P< 
story  than   )ust  industry 


NETWORK     PERSONA  l[ 

—  3 


ding  products. 
)igital  also  gives  you  a  very 
sonal  reason  to  buy  your 
sonal  computers  from  us: 
et  your  Digital  personal 
port  team. 

hese  unique  people  exist 
ause  there's  another  person 
there  who  really  needs  them, 
d  that's  you. 

ou  need  someone  who  can 
p  you  tailor  your  PC  solution 


to  your  entire  company. 

Someone  to  stay  around  long 
after  the  sale.  To  keep  all  your 
PCs  up  and  runnmg  all  the  time. 

Someone  to  help  you  integrate 
all  those  PCs,  minis  and 
mainframes  —  no  matter  who 
made  them. 

Well,  all  that  is  exactly  what 
your  PC  support  team  does  for  a 
living. 

And  no  team  ever  had  a  more 


complete  range  of  PC  products 
lor  solving  your  business 
problems.  From  innovative  PCs  at 
commodity  prices.  To  PC  net- 
working. Even  one  of  the  widest 
selections  of  PC  software  around. 

You  see,  whi  le  th  ere  are  lots 
of  PC  vendors  who  claim  to 
make  it  all,  Digital  may  be  the 
only  one  out  there  who  can  make 


OMPUTING   FROM  DIGITAL 


In  a  world  where  it  s  easier 
to  find  a  PC  vendor  than  a 
hot  dog  vendor,  what  could 
possibly  make  Digital's 
approach  to  PCs  ditterent? 

The  answer  is  that  Digital's 
PCs  mean  business. 

Digital  recognizes  that 
PCs  these  days  aren't  just 
toys  on  people s  desks. 
They're  serious  computers. 
That  run  serious  businesses. 

That's  why  Digital  has 
designed  its  PCs  to  meet 
some  serious  needs. 

We  design  innovative 
industry-leading  PCs,  and 

NETWORK  PERSONAL  COMPUTING  FROM  DIGITAL. 


sell  them  at  commodity 
prices  —  because  businesses 
need  to  maximize  their 
computing  investment. 

CAU 
1-800- 
343-4040 
EXT.  352 

We  create  PCs  where 
networking  isn't  an  after- 
thought —  because  in  busi- 
ness, the  network  is  where 
PCs  do  their  real  work. 


We  never  cut  corners  that 
might  compromise  reliability, 
and  we  back  up  our  quality 
with  the  kind  of  support 
that  the  world's  largest 
corporations  have  come  to 
expect.  Because  even  the 
world's  smallest  businesses 
don't  deserve  anything  less. 

But  no  amount  ot  talk- 
ing about  It  cou  Id  really 
convince  you  that  our  PCs 
mean  business. 

But  talking  to  us  can. 

Our  number  is  1-800- 
345-4040, 
Ext.  352. 


D 
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PEPSI 
KEEPS  FIGHTIHG... 

New  Pepsi  accounts  1990-91 
(est.  volume:  30  million  cases) 

Bonanzo  Fomily  Restaurants 
Howard  Johnson's 

 Marriott  

National  Amusements* 
Norwegian  Cruise  Lines 
Sizzler  International 

*Movie  theater  chain 

...BUT  COKE 
KEEPS  WINNING 


New  Coca-Cola  accounts, 
1990-91  (est.  volume:  100 
million  cases) 


Burger  King 


Casey's  General  Stores 


Druther's/Dairy  Queen 


Pizza  Inn 


TW  Services 


Wendy's 


DATA:  BCVERAGlDIGSTim 


'ERAGESI 


ORRY,  NO  PEPSI, 
low  'BOUt^  A  COKE? 


)ke  is  convincing  a  lot  of  restaurants  that  its  rival  is  theirs,  too 


t  was  a  perfect  example  of  attack 
advertising.  To  attract  new  restau- 
rants for  its  soft-drink  business, 
psi-Cola  bought  a  three-page  ad  two 
>nths  ago  in  Nation's  Restaurant 
■ws,  a  big  trade  magazine.  The  ad  as- 
•ted  that  Coca-Cola  Co.  had  not  re- 
ired  McDonald's  Corp. — its  largest  cli- 
t — to  pay  the  same  price  increases  for 
fup  that  it  had  imposed  on  smaller 
iins.  "In  effect,  Coke's  pricing  policy 
requiring  you  to  subsidize  the  opera- 
ns  of  your  largest  competitor,"  the  ad 
id.  Coke  fired  back  in  its  own  ad,  call- 
r  the  claims  "absolutely  false." 
While  cola  marketing  has  never  been 
gentleman's  game,  the  new  nastiness 
Pepsi's  tough  ad  shows  how  worried 
5  nation's  No.  2  cola  maker  is  about 
ia-fountain  customers.  Fountain  sales 
;ount  for  almost  $10  billion  in  retail 
ft-drink  sales  annually.  That  trans- 
es  into  31%  of  Coca-Cola's  U.  S.  vol- 
le  and  about  21%  of  Pepsi's. 
But  unlike  the  scene  in  supermarkets, 


where  Coke  leads  Pepsi  by  about  five 
percentage  points,  Coke  has  built  up  a 
commanding  advantage  in  the  fountain 
business,  with  63%  of  the  market,  leav- 
ing Pepsi  with  25%,  according  to  indus- 
try newsletter  Beverage  Digest.  Since 
mid-1990,  Coke  has  wrested  such  major 
accounts  from  Pepsi  as  Burger  King, 
Wendy's,  and  TW  Services,  a  large  Har- 
dee's franchisee  (table).  Says  Charles  S. 
Frenette,  general  manager  of  Coca-Cola 
Fountain:  "We're  working  hard  to  make 
our  product  ubiquitous." 

The  fountain  wars  aren't  being  fought 
just  over  the  promise  of  immediate  prof- 
its. In  fact,  compared  with  profits  on  a 
can  of  soda,  the  margins  are  tiny  for 
fountain  syrup,  which  customers  buy  for 
$2  to  $5  a  gallon.  And  recession  has 
blunted  growth  in  the  restaurant  busi- 
ness, which  buys  609!  of  all  soda  syrup. 

But  less  tangible  reasons  provide 
Pepsi  and  Coke  with  plenty  of  motive  for 
duking  it  out.  Having  Coke  or  Pepsi  ex- 
clusively on  the  menus  of  McDonald's  or 


Burger  King  is  a  potent  tool  for  building 
brand  strength.  Availability  at  restau- 
rants can  influence  consumers'  choices 
at  the  supermarket,  where  the  cola  gi- 
ants make  their  real  money.  So,  losing 
too  much  ground  in  the  fountain  war 
could  erode  Pepsi's  overall  strength  in 
the  long  term.  "In  my  mind,  whenever  a 
customer  wants  a  Pepsi  and  can't  get 
one,  it's  bad  for  business,"  says  Rick 
Routhier,  general  manager  and  head  of 
Pepsi's  national  sales. 
CHAIN  REACTION.  Unfortunately  for 
Pepsi,  its  diversification  strategy  has 
played  right  into  Coke's  hands.  PepsiCo 
Inc.,  Pepsi-Cola's  parent,  owns  the  Pizza 
Hut,  KFC,  and  Taco  Bell  fast-food  chains. 
So  buying  Pepsi's  syrup,  argues  Coke,  is 
putting  money  into  a  competing  restau- 
rateur's pocket. 

Although  Pepsi  has  been  in  the  fast- 
food  business  since  the  mid-1970s,  few 
customers  listened  to  Coke — at  first.  But 
now,  a  massive  expansion  of  Pepsi's  res- 
taurant business  is  making  other  opera- 
tors think  twice.  "Suddenly,  we  looked 
around,  and  we  were  surrounded  by 
Pepsi  restaurants,"  says  Thomas  H. 
Hensley,  chief  executive  of  Druther's 
Systems  Inc.,  a  65-unit  restaurant  chain 
based  in  Louisville,  that  also  owns  some 
68  Dairy  Queens. 

Druther's  switched  over  to  Coke  in 
April,  in  part  because  of  the  competition 
issue.  Hensley  also  believes  he'll  get 
more  marketing  and  promotional  sup- 
port from  Coke.  (Druther's  soft-drink 


<ETING 
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sales  declined  over  its  three-year  con- 
tract with  Pepsi.)  Burger  King  Corp. 
also  cited  Coke's  marketing  clout  as  its 
reason  for  dumping  Pepsi.  But,  says 
Jack  Eberly,  a  Burger  King  franchisee 
in  Eugene,  Ore.,  "I  don't  think  we  would 
have  switched  if  it  hadn't  been  for  the 
competitive  situation  with  Pepsi." 

Pepsi  gave  its  rival  even  more  ammu- 
nition in  January,  when  Taco  Bell 
bought  a  small  Midwestern  hamburger 
chain  called  Hot  'n  Now  and  announced 
plans  to  expand  it.  That  worried  regional 
burger  chains.  And  Coke  has  conducted 
market  research  to  convince  convenience 
stores  such  as  7-Eleven  and  Circle  K 
that  Pepsi's  fast  foods  compete  directly 
with  the  sandwiches,  hot  dogs,  and  other 
snack  items  sold  in  quick-stop  shops. 
WANNA  BE  IN  PICTURES?  To  win  new  ac- 
counts, Pepsi  is  arguing  that  its  exper- 
tise in  running  fast-food  eateries  can 
help  customers.  And  some' chains  don't 
feel  threatened  by  Pepsi.  "Their  restau- 
rants aren't  a  big  factor  for  us,"  says 
Arthur  P.  Barrett,  president  of  Fran- 
chise Associates  Inc.,  whose  120  Howard 
Johnson  restaurants  switched  to  Pepsi 
earlier  this  year.  Pepsi  is  also  going  af- 
ter nonrestaurant  accounts  such  as  Gen- 
eral Cinema  Theaters  Inc.  and  Universal 
Studios'  theme  park.  Pepsi  recently 
launched  a  contest  offering  soda  buyers 
the  chance  to  play  a  bit  part  in  a  movie 
filmed  at  Universal. 

Pepsi's  Routhier  says  the  new  efforts 
will  improve  volume  enough  this  year  to 
make  up  for  the  loss  of  the  Burger  King 
account.  But  winning  new  accounts  has 
also  produced  some  controversy.  In 
March,  according  to  a  memo  that  found 
its  way  into  the  press,  Coke  told  foun- 
tain employees  that  it  was  resigning  the 
Marriott  Corp.  account  because  the  hotel 
and  food-service  company  had  requested 
a  $50  million-to-$100  million  low-interest 
loan  as  part  of  the  deal.  The  memo  also 
said  that  Pepsi  had  agreed  to  these 
conditions. 

Marriott  declines  comment,  and  Pepsi 
doesn't  talk  about  customers.  But  indus- 
try sources  say  both  Coke  and  Pepsi 
generously  subsidize  the  costs  of  cus- 
tomers' soda  marketing  and  equipment 
leasing — much  to  the  dismay  of  smaller 
rivals.  "Let's  face  it — you're  locked  out," 
says  Peter  C.  Gorman,  vice-president  of 
food  service  for  Royal  Crown  Cola  Co., 
which  has  less  than  V/o  of  the  fountain 
market.  In  fact,  the  Federal  Trade  Com- 
mission is  investigating  whether  foun- 
tain-sale practices  are  anticompetitive. 

Most  industry  executives  don't  expect 
the  FTC  probe  to  uncover  anything  sub- 
stantive. But  you  don't  need  a  govern- 
ment investigation  to  know  that  this  is 
one  food  fight  that  isn't  likely  to  end 
anytime  soon. 

Bi/  Walecia  Koyirad  in  Atlanta,  with 
Gail  DeGeorge  in  Miami 


CHIEF  EXECUTIVES  I 


NOW  AKIRA  YEIRI 

REALLY  HAS  TO  BURN  RUBBER 


After  snapping  up  Fii-estone,  Bridgestone's  CEO  is  scrambling 


Akira  Yeiri  loves  lean,  swift  man- 
agement— and  loathes  obstruc- 
tions. One  detested  formality  is 
the  luinko,  or  personal  seal,  stamped  on 
documents  as  a  sign  of  approval.  When 
he  became  president  of  Japan's  huge 
Bridgestone  Corp.,  some  documents  had 
to  be  reviewed  and  stamped  by  20  execu- 
tives. "It  held  everything  up,"  grumbles 
Yeiri.  He  cut  the  maximum  number  to 
three  and  began  preaching  a  philosophy 
known  as  genbutsu-genba,  aimed  at 
making  on-the-spot  solutions.  "He's  ob- 
sessed with  it,"  says  Nobumichi  Ta- 
kizawa,  general  manager  of  a  Bridge- 
stone  quality-control  group. 

For  Yeiri,  63,  it's  an  obsession  that 
has  paid  big  dividends.  Combined  with 
rugged  determination  and  a  strong  inter- 
national bent,  Yeiri's  quick-footed  mana- 
gerial style  got  him  where 
he  is  today.  Starting  nearly 
40  years  ago  as  a  purchas- 
er in  Bridgestone's  lone 
Kyushu  factory,  he  went 
on  to  head  units  in  Thai- 
land and  Osaka  before 
edging  out  a  rival  to  be- 
come president  six  years 
ago.  Nowhere  was  his 
swift  decision-making  style 
more  evident  than  in  1988, 
when,  rushed  by  a  compet- 
ing offer,  Yeiri  quickly 
snapped  up  giant  Firestone 
Tire  &  Rubber  Co.  with  a 
lavish  bid  that  left  his  ri- 
vals stunned. 

But  now,  three  years  lat- 
er, it  seems  that  Yeiri  may 
have  moved  too  quickly  in 
acquiring  Firestone  and 
too  slowly  in  integrating  it 
with  its  Japanese  parent.  While  the  $2.6 
billion  takeover  has  sent  Bridgestone's 
worldwide  market  share  soaring,  it  has 
otherwise  been  a  bust  (chart).  Last  year, 
the  Firestone  unit — renamed  Bridge- 
stone/Firestone  (BF.S)  Inc. — racked  up 
$350  million  in  losses  and  knocked  the 
parent's  earnings  down  537s  to  $33  mil- 
lion, on  sales  of  $13.2  billion. 

The  managerial  skills  and  internation- 
al expertise  that  whisked  Yeiri  to  the  top 
have  been  curiously  absent  in  his  han- 


dling of  Firestone.  At  the  outset,  Yeiri  i 
left  most  decisions  in  the  hands  of  Fire- 
stone executives  and  kept  directives , 
from  Tokyo  to  a  minimum.  Company  in- 
siders and  analysts  now  say  his  tenden- 
cy to  delegate  duties  has  resulted  in 
muddled  strategies,  slow  decision-mak- 
ing, and  poor  communication  between 
Tokyo  and  BPS  headquarters  in  Akron. 
SEVERE  DROP.  Some  former  Firestone 
executives  say  Bridgestone  did  not  have 
a  cohesive,  unified  strategy  for  running 
the  company.  Instead  of  proceeding  with 
a  streamlining,  as  some  recommended 
after  the  takeover,  Yeiri  actually  added 
500  staffers  and  expanded  aggressively. 
Now,  saddled  with  overcapacity  and  an 
industry  slump,  BPS  is  cutting  hundreds 
of  white-collar  and  hourly  workers.  "Our 
decision  to  expand  was  not  a  mistake," 
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aCOUISITION  Of  FIRESTONE 


Yeiri  argues.  "But  it  has  been  more  dif- 
ficult than  we  expected." 

Bridgestone  isn't  the  only  tire  compa- 
ny with  problems  these  days.  World 
leader  Michelin  announced  sweeping  job 
cuts  on  Apr.  17,  after  posting  a  loss  of 
$970  million  in  1990.  A  severe  drop  in  car 
production  in  the  U.  S.  has  also  set  back 
other  major  tiremakers  such  as  Good- 
year Tire  &  Rubber  Co.  And  while 
Bridgestone's  sales  outside  the  U.  S. 
have  been  climbing  steadily,  Michelin  is 
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it  to  step  up  its  presence  in  Japan 
fall,  when  it  starts  manufacturing 

;  there.  Already,  imported  tires  claim 
of  the  Japanese  market,  up  from 

in  1988.  Yeiri  insists  that  to  compete 

lis  fast-consolidating  industry,  "buy- 
Firestone  was  the  only  choice.  It 

Id  have  taken  too  long  to  expand  one 

jry  at  a  time." 

le  severity  of  BFS's  problems  has  fi- 
I  spurred  Yeiri  to  intervene  more 
;tly.  He  recently  dispatched  a  top 
—Executive  Vice-President  Yoichiro 
;aki — to  Akron  to  run  BFS,  replacing 
irman  George  W.  Aucott.  Yeiri  may 
p  equity  into  BFS  to  ease  the  compa- 
hefty  $8  billion  debt.  He  has  already 
a  synthetic  rubber  plant  on  the  block 
is  thinking  about  shedding  more  as- 
,  although  investment  bankers  don't 
ict  them  to  bring  much  cash.  Bridge- 
e  says  it's  also  contemplating  fur- 
layoffs  and  production  slowdowns. 
ricuLTURAL.  Production  is  not  a 
i  specialty.  Uncomfortable  with  ma- 
ery,  he  never  even  got  a  driver's 
ise  and  often  gets  his  wife  to  chauf- 
him  around.  But  he  surely  has  the 
t  resume  for  taking  Bridgestone 
seas.  To  begin  with,  he  speaks  six 
uages.  Through  the  third  grade,  he 
educated  in  Chinese  schools  in  Japa- 
-occupied  Manchuria.  Back  in  Japan, 
witched  from  the  naval  academy  af- 
:he  war  to  Tokyo  University,  where 


ITS  PROFITS  ARE  IN 
A  SERIOUS  SKID 

EARNINGS 
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Dined  a  jazz  band  and  played  bass 
f.  S.  military  clubs, 
t  Bridgestone,  Yeiri  formed  a  for- 
book  club — he  pesters  overseas 
agers  to  send  him  new  titles  on 
land  Hammer  and  Andrei  Gromyko, 
ng  others.  Says  former  director  No- 
0  Takeuchi:  "He's  extremely  curious 
it  different  cultures."  Married  to  a 
inese  woman  with  German  grand- 
!nts,  he  lives  in  a  Spanish-style  house 
ide  of  Tokyo.  They  have  no  children. 


For  a  man  with  many  interests,  Yeiri's 
career  began  prosaically.  He  started  out 
at  Bridgestone  in  1953,  ordering  raw  ma- 
terials and  reviewing  quality  statistics. 
Soon  he  moved  into  sales,  retailing  tires 
in  a  sleepy  area  just  east  of  Osaka.  Yeiri 
made  his  mark  in  Thailand,  where  for 
years  Bridgestone  had  lost  market  share 
to  Firestone,  which  had  the  country's 
sole  foreign-owned  tire  factory.  In  1969, 
then-country-representative  Yeiri  per- 
suaded the  government  to  award  a  sec- 
ond manufacturing  license  to  Bridge- 
stone. There  weren't  many  cars  or 
people  on  Thailand's  steamy  back  roads, 
but  Yeiri  says  he  did  a  good  business 
there  with  smugglers  from  neighboring 
Burma.  After  just  one  year,  he  turned  a 
profit  in  Thailand.  Next,  Yeiri  ran 
the  Osaka  office,  then  moved  on  to  To- 
kyo and  held  a  variety  of  managerial 


jobs  before  becoming  president  in  1985. 

Colleagues  portray  Yeiri  as  thought- 
ful and  sensitive — the  kind  of  man  who 
throws  surprise  birthday  parties  for 
friends  and  has  been  known  to  tend  per- 
sonally to  employees  who  have  fallen  ill 
while  traveling  with  him.  But  he  does 
not  convey  so  warm  an  image  to  people 
meeting  him  for  the  first  time.  "He's  not 
a  [Sony  Chairman]  Akio  Morita  type, 
with  that  magnetic  appeal  to  foreign- 
ers," says  an  adviser  who  has  worked 
closely  with  Yeiri.  Friends  rib  him  for 
being  forgetful.  Twice,  director  Akio 
Mino  has  watched  Yeiri  squeeze  off  doz- 
ens of  snapshots  only  to  discover  that  he 
didn't  put  film  in  the  camera. 

When  it  came  time  to  bid  for  Fire- 
stone, Yeiri  was  determined  not  to  walk 
away  empty-handed.  Initially,  the  two 
companies  announced  that  Bridgestone 
would  buy  75'7f  of  Firestone's  tire  opera- 
tion only.  But  a  surprise  bid  for  the 
whole  company  by  Italian  tiremaker  Pir- 
elli forced  him  to  think  bigger. 
BIG  WHEEL?  Takeuchi  woke  Yeiri  up  with 
a  late-night  phone  call  from  Los  Angeles 
to  tell  him  of  the  bid.  Over  the  next  10 
days,  Yeiri  shuttled  between  Bridge- 
stone's  boardroom  and  the  U.  S.  Some 
top  executives  warned  that  the  buyout 
would  drain  Bridgestone  of  too  much 
talent  and  money.  But  Yeiri  felt  that 
Bridgestone's  shot  at  becoming  the  big 
^wheel  of  the  tire  business  rode  on  the 

^  1  buyout.   Worried  about 

U.  S.  reaction  to  the  bid,  he 
wanted  to  end  the  contest 
with  a  direct  hit  to  Pirelli. 
Acting  on  a  rumor  that 
V  Pirelli  might  raise  its  bid 

W  from  $58  to  $75  per  share, 

I  Yeiri,  after  a  call  to  Honor- 

'  ary  Chairman  Kanichiro 

Ishibashi,  decided  on  $80. 

Yeiri  promises  BFS  will 
be  profitable  by  the  end  of 
1992,   but  analysts  are 
wary  of  optimistic  predic- 
tions. In  December,  just 
weeks  before  the  end  of 
Bridgestone's  fiscal  year, 
the  company  officially  pre- 
dicted earnings  at  twice 
the  actual  level.  Most  ana- 
lysts don't  see  a  recovery 
at  BFS  until  at  least  1994. 
Despite  BFS's  problems, 
the  president  won't  hear  a  lot  of  com- 
plaining back  at  the  home  office.  Partly 
because  of  a  management  shakeup  in 
1989,  Yeiri's  inner  circle  now  consists  of 
strong  supporters  of  the  takeover.  And 
the  recent  retirement  of  Bridgestone 
Chairman  Teiji  Eguchi  has  strengthened 
his  position  as  well.  But  sorting  out  the 
company's  internal  politics  was  the  easy 
part.  Now  he  needs  a  turnaround. 

By  Ted  Holden  in  Tokyo,  with  Zachary 
Schiller  in  Akron 
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STRATEGIES  I 


FIIGHT  PLANS 

FOR  A  MUCH  ALTERED  FUTURE 


As  Pentagon  spending  slirinks,  America's  two  biggest  defense  contractors  face  drastic  changes 

help  boost  go's  depressed  shares — a~r| 


For  the  nation's  No.  1  and  No.  2  de- 
fense companies — McDonnell  Douglas 
and  General  Dynamics — the  New 
World  Order  is  a  frightening  vision. 
Pentagon  spending  is  in  a  tailspin, 
and  both  companies  are  coping  with 
wrenching  change — yet  in  entirely  dif 
ferent  fashions. 

McDonnell  is  counting  on  its  com- 
mercial airline  business  for  future 
growth,  though  it  may  need  a  powerful 
partner  to  help  with  development 
costs.  Meanwhile,  GD  plans  to  stick  it 
out  in  defense.  How?  By  cutting  em- 
ployment, research  and  development, 
and  capital  spending.  Here's  a  look  at 
two  strategies  for  corporate  survival. 


GD:  GETTING  REALLY 
DEFENSIVE 


uring  the  final  triumphant  days 
of  the  Persian  Gulf  war  in  early 
February,  Vice-President  Dan 
Quayle  spun  through  a  General  Dynam- 
ics Corp.  factory  near  San  Diego.  Quayle 
had  plenty  of  praise  for  workers  at  the 
plant,  where  the  company  assembles  its 
accurate  Tomahawk  cruise  missiles.  "I 
am  here  at  General  Dynamics  to  thank 
you  for  not  only  supporting  our  troops 
but  for  also  giving  them  the  very  best 
equipment  in  the  world,"  Quayle  told  a 
throng  of  3,000  cheering  employees 
swept  up  in  patriotic  pride. 
Rousing  words,  to  be  sure.  But  sadly 


for  GD,  they  offer  little  solace  these 
days.  With  Kuwait  liberated  and  the  cold 
war  increasingly  a  quaint  historical  relic, 
GD's  primary  customer — the  U.  S.  gov- 
ernment— is  quickly  winding  down  most 
of  the  $10.2  billion  defense  contractor's 
major  programs.  In  fact,  GD  will  proba- 
bly lose  a  third  of  its  sales  by  1995.  The 
looming  contraction  has  forced  new 
Chief  Executive  William  A.  Anders  into 
a  risky  strategy  of  slashing 
employment,  capital  spending, 
and  research  and  develop- 
ment— all  of  which  could  dull 
GD's  technological  edge. 
MORE  TO  COME.  Anders,  a  57- 
year-old  former  astronaut,  has 
moved  fast  since  assuming 
GD's  top  spot  on  Jan.  1.  So  far 
this  year,  he  has  laid  off  about 
8,000  workers  and  announced 
plans  to  eliminate  an  additional 
27,000  jobs,  roughly  30%  of  St.  Louis- 
based  GD's  current  90,000  workers,  by 
1994.  Capital  spending  will  drop  about 
60%,  to  $575  million,  over  the  next  four 
years.  R&D  expenses,  which  totaled  a 
hefty  $1.7  billion  from  1987  to  1990,  will 
fall  to  less  than  $850  million  during  the 
same  period. 

With  heads  rolling  left  and  right,  An- 
ders has  also  championed  a  controversial 
incentive  compensation  plan  tied  to  the 
company's  stock  performance,  one  which 
paid  $7.5  million  in  bonuses  to  his  new 
management  team  just  five  days  after 
shareholders  approved  it.  The  idea  is  to 


tion  most  welcome  to  the  Crown  fami| 
which  holds  a  22%-  stake 

GD  is  also  dropping  its  anything-goj 
approach  to  bidding.  It  will  duck  futu 
projects  that  require  hefty  up-front  ii 
vestments  and  untested  technologj 
Small  wonder.  Last  year,  GD  took  $7' 
million  in  charges  on  the  Navy's  ca| 
celed  A-12  attack  plane,  a  fixed-price  df 
velopment  contract  who 
costs  hit  the  stratosphere. 

Now,  GD  prefers  to  risk  on 
modest  amounts  of  its  ov 
cash  on  new  contracts.  One  e 
ample:  The  $75  billion  A 
vanced  Tactical  Fighter  co 
tract  won  last  month 
Lockheed  Corp.,  Boeing  C( 
and  GD  calls  for  the  Pentagc 
to  pick  up  the  developme 
costs  and  pay  the  contractir 
team  a  fee  for  its  work. 

The  ATF  win,  a  potential  $20  billic 
deal  for  GD,  was  timely.  GD's  order  bac 
log  dropped  19%-  last  year — the  fir 
such  decline  in  a  decade.  Still,  the  AT 
isn't  enough  to  offset  the  A-12  cancell 
tion  and  the  likely  huge  drop  in  demar 
for  GD's  F-16  fighter  jets  and  Ml  tank 
And,  true,  GD  recently  won  a  contract 
build  the  second  $2  billion  Seawolf  nuci 
ar  submarine.  But  its  Electric  Boat  Di 
is  expected  to  shrink  overall. 

GD's  severe  slashing  of  R&D  expens(! 
has  some  worried  that  the  company  w 
become  so  cash-conscious  that  it  will  f; 


IS  CUTTING 

30% 


GENERAL  DYNAMICS 

Slash  research  spending  and 
employee  ranks  while  developing 
a  more  selective  approach  to 
pursuing  defense  contracts.  Will 
bank  on  its  piece  of  the  contract 
work  for  the  $75  billion 
Advanced  Tactical  Fighter  jet 
program — and  its  recent  selection 
as  primary  contractor  on  the 
Seawolf  submarine  project 
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hind  technologically.  When  Pentogon 
ending  finally  picks  up,  says  Pruden- 
il  Securities  Inc.  analyst  Paul  H.  Nis- 
t,  "they  might  be  ill-prepared  to  com- 
te  on  future  programs." 
B  BUYBACK?  Anders  insists  that  GD 
11  not  compromise  its  commitment  to 
gineering  but  instead  will  pursue  its 
ntract  battles  more  selectively.  Be- 
les,  few  big  contracts  are  in  the  off- 
y.  So,  meanwhile,  he  hopes  to  use  this 
rrent  lull  in  defense  work  to  clean  up 
)'s  balance  sheet.  By  scrimping  now, 
e  contractor  will  be  able  to  build  a 
sh  hoard  while  it  pays  down  its  $636 
illion  long-term  debt,  which  has  soared 
ore  than  twentyfold  since  1985. 
Anders  may  buy  back  stock.  Or  he 
uld  diversify  beyond  defense,  now  86% 
CD's  total  sales.  But  the  company's 
cord  here  isn't  exactly  encouraging:  A 
ray  into  telecommunications  and  other 
gh-technology  fields  flopped  during 
e  1970s.  For  now,  Anders  remains 
mmitted  to  the  defense  business.  And 
St  how  well  he  manages  GD's  transfor- 
ation into  a  smaller  fighting  machine 
ill  determine  whether  its  gulf  war  per- 
rmance  is  a  portent  of  victories  to 
me — or  a  painful  reminder  of  glory 
lys  gone  by. 

By  James  E.  Ellis  in  Chicago 


IcDONNELL  DOUGLAS: 
QUEEZING  INTO  CIVVIES 


rou  can  hardly  fault  John  F.  Mc- 
Donnell for  waxing  philosophical 
about  the  challenges  confronting 
cDonnell  Douglas  Corp.,  the  nation's 
0. 1  defense  concern.  The  company 
ound  up  on  the  losing  team  for  proba- 
y  the  last  military  megacontract  of  the 
ntury,  the  U.  S.  Air  Force's  $75  billion 
dvanced  Tactical  Fighter.  It  has  been 
t  by  a  series  of  big  defense  write-offs, 
id  its  debt-laden  balance  sheet  is 
nong  the  weakest  in  the  industry.  In 
s  letter  to  shareholders,  McDonnell 
used:  "Adversity  is  what  introduces 
)u  to  yourself." 


Talk  about  jarring  introductions.  With 
its  key  defense  programs — the  F-15 
fighter,  the  Apache  helicopter,  and  the 
Harrier  jump-jet — all  scheduled  for  deep 
production  cuts  or  termination  by  late 
1994,  McDonnell  Douglas  now  hopes  to 
move  forward  on  the  wings  of  its  com- 
mercial aircraft  business.  And  it's  scour- 
ing the  globe  for  a  rich  partner  to  share 
its  development  costs. 

It  won't  be  a  joy  ride.  Commercial  avi- 
ation is  solidly  dominated  by  Boeing  Co., 
which  bagged  a  commanding  55%  share 
of  new  orders  last  year.  Up- 
start Airbus  Industrie  has 
benefited  from  newer  technol- 
ogy— and  subsidies  from  Eu- 
ropean governments.  What's 
more,  developing  new  jetliners 
requires  tying  up  huge 
amounts  of  cash  for  years  be- 
fore revenue  starts  rolling  in. 

Consider  McDonnell's  new 
MD-11  widebody  jet.  Launched 
in  1986,  the  successor  to  the 
DC-10  brought  in  hardly  a  dollar  until 
late  1990.  In  the  interim,  McDonnell 
spent  more  than  $2  billion  on  develop- 
ment, tooling,  and  inventory.  Since  it 
was  simultaneously  investing  more  than 
$1  billion  of  its  own  funds  in  new  mili- 
tary programs,  such  as  the  ATF  and  the 
C-17  airlifter,  free-spending  McDonnell 
faced  a  cash  crunch  in  mid-1990,  when  it 
found  itself  locked  out  of  the  public  debt 
markets  by  its  poor  credit  ratings. 
FADE-OUT.  That  sparked  last  summer's 
mass  layoffs — 15,000  jobs  were  iced  in 
all — and  a  cost-cutting  drive.  Although 
the  current  $3.3  billion  in  nonfinance 
company  debt  is  triple  1986  levels,  many 
outsiders  believe  that  McDonnell's  devel- 
opment-cash needs  may  finally  have 
peaked.  And  renegotiation  of  McDon- 
nell's bank  lines  has  given  it  breathing 
room  through  December,  when  McDon- 
nell officials  hope  improved  cash  flow 
from  increasing  MD-11  deliveries  will  al- 
low it  to  sell  bonds  or  preferred  stock. 

Unfortunately,  McDonnell  must  ex- 
pand beyond  the  MD-11 — and  soon.  Air- 
lines now  demand  that  airframe  makers 


CEO  MCDONNELL: 
BARRELING  AHEAD 


produce  whole  families  of  different-size 
jetliners  with  common  spare  parts  and 
training.  So  McDonnell,  with  just  two 
planes  in  its  current  product  line,  must 
develop  new  ones.  Predicts  Morgan 
Stanley  &  Co.  analyst  Philip  W.  Fried- 
man: "If  it  doesn't  [broaden  the  product 
line],  it  fades  out  to  being  a  distant  third 
in  the  aircraft  business." 

That's  why  John  McDonnell  is  barrel- 
ing ahead  with  both  the  MD-90 — a  deriv- 
ative of  the  company's  bread-and-butter 
MD-80  narrowbody  jet,  set  to  make  its 
debut  in'  1994— and  a  747  chal- 
lenger dubbed  the  MD-12X. 
While  MD-90  costs  should  be 
manageable — its  structure  is 
similar  to  the  MD-80 — develop- 
ing the  stretched  fuselage  and 
new  wing  for  the  widebody 
MD-12X  could  cost  as  much  as 
$4.5  billion. 

NO  TAKERS.  That  hefty  bill  has 
sent  McDonnell  in  search  of 
equity  partneas.  Northrop  CEO 
Kent  Kresa  concedes  his  company  has 
held  "technical  discussions"  about  how  it 
could  work  with  McDonnell  on  the  new 
jumbo  jet,  but  Kresa  says  investment 
terms  were  never  discussed.  Saab-Scan- 
ia's  aerospace  unit  also  took  a  look,  and 
a  pass,  says  a  spokesman. 

Expect  the  search  to  continue,  be- 
cause McDonnell  has  precious  few  op- 
tions for  growth.  Its  computer-services 
business  has  been  downsized.  Its  profit- 
able finance  unit,  which  specializes  in 
equipment  leasing  and  aircraft  finance, 
is  now  having  trouble  writing  new  busi- 
ness because  of  its  parent's  woes. 

McDonnell's  defense  pains  are  wors- 
ening, too.  In  January,  the  Pentagon 
canceled  the  Navy's  pricey  A-r2  attack 
plane,  stripping  co-developers  McDonnell 
and  General  Dynamics  Corp.  of  a  $52 
billion  prize.  In  March,  South  Korea 
scrapped  a  $6.6  billion  order  for  McDon- 
nell's F-18  fighter  in  favor  of  GD's  cheap- 
er F-16.  So,  it  seems  McDonnell's  gruel- 
ing journey  along  the  path  of  self- 
enlightenment  may  be  just  beginning. 

By  James  E.  Ellis  in  Chicago 


R  THE  '90s 


McDonnell  douglas 

Build  up  connmercial  aircraft 
business  centered  on  its  320-seat 
MD-n  andMD-12X,  a  long- 
range  airliner  now  in  early 
development.  Rebuild  profitability 
in  key  defense  programs  such  as 
the  C-17  transport  plane  and  the 
T-45  trainer  jet,  which  have  been 
plagued  by  cost  overruns 
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CAN  A  PUMPED-UP  ENI 
GET  INTO  FIGHTING  TRIM? 


m 


Italy's  oil  and  chemical  giant  plans  to  grow  even  bigger,  but  it  faces  tough  problems  on  the  home  fror 


When  Gabriele  Cagliari  spoke  at 
a  World  Economic  Forum 
seminar  high  in  the  Swiss 
Alps  last  January,  he  turned  more  than 
a  few  heads.  The  husky-voiced  boss  of 
Italy's  vast  energy  group  Ente  Nazion- 
ale  Idrocarburi  (END  proposed  that  OPEC 
nations  turn  back  decades  of  nationalist 
policies  and  sell  portions  of  their  crude 
reserves  to  international  oil  companies 
as  a  way  to  stabilize  world  energy  mar- 
kets through  producer-consumer  cooper- 
ation. One  in  the  elite  crowd  who  was 
especially  taken  with  the  Italian's  mar- 
ket-oriented ideas  was  Andres  Sosa  Pie- 
tri,  the  dynamic  head  of  Petroleos  de 
Venezuela,  South  America's  largest  en- 
ergy group.  The  two  struck  up  an  in- 
stant friendship,  and  the  Venezuelan 
flew  to  Rome  days  later. 

In  a  corporate  suite  at  ENi's  glass- 
walled  headquarters,  Cagliari  put  his 
cards  on  the  table.  Recalls  Sosa  Pietri: 
"He  said  very  bluntly,  'You  Venezuelans 
have  preferred  Germans  to  Italians. 
Why  is  that?'  I  answered  that  this 
wasn't  the  case  and  that  I  didn't  under- 
stand why  we  haven't  done  business  to- 
gether. He  said,  'That's  what  we  are 
prepared  to  do.'  "  Sosa  Pietri  chuckles. 
"Cagliari  is  very  clear  and  very  aggres- 
sive. He  knows  exactly  what  he  wants." 
And,  the  Venezuelan  might  have  added, 
he  gets  results:  Just  three  months  after 


ASH 


DAIS 


In  a  |C.       -npjre  with  the  Japanese, 
ENI  engineering  arm  Snomprogetti 
is  build'ng  a  $1 .5  billion  refinery  at 
Bandar  ^bbas 


their  Swiss  encounter,  the  two  men 
signed  deals  on  petrochemical  and  crude- 
oil  development  ventures  valued  at  $330 
million — making  ENI  one  of  Petroleos  de 
Venezuela's  largest  joint  partners. 

The  fire-breathing,  six-legged  dog  that 
is  ENl's  corporate  symbol  is  throwing 
sparks  again.  After  just  18  months  at 
the  top,  Cagliari,  64,  a  chemical  engineer 
from  the  Emilia-Romagna  area  of  North- 
ern Italy,  is  eyeing  deals  in  Asia,  Africa, 
the  U.  S.,  and  the  Soviet  Union  (table). 
It's  all  part  of  a  heady  plan  to  transform 
the  Italian  national  oil  company  from  a 
mere  global  player  to  a  worldwide  pow- 
er. In  April,  ENI  announced  a  1990  net  of 
$1.7  billion — moving  past  auto  giant  Fiat 
as  Italy's  most  profitable  corporation. 
With  revenues  of  $41.6  billion,  it  is  the 
largest  European  energy  group  after 
Royal  Dutch/Shell  and  British  Petro- 
leum Co.  But  to  free  up  resources  for 
his  global  push,  Cagliari  must  reorga- 
nize operations  and  cut  fat  in  Italy — 
where  ENI  controls  over  50%  of  the  oil 
market.  And  that  means  fighting  tough 
battles  at  home. 

FIDDLED  WITH.  Whether  Cagliari  can  ful- 
fill his  agenda  will  be  a  key  test  of  the 
ability  of  state-owned  European  compa- 
nies to  change  with  the  times,  especially 
as  the  post-1992  unified  European  mar- 
ket tears  away  nationalistic  barriers. 
While  ENI  is  a  sophisticated  worldwide 
player,  many  of  its  domestic  operations 
are  inefficient,  a  result  of  decades  of 
government  meddling  that  often  subor- 


reci 


dinates  company  strategy  to  providir 
jobs  in  depressed  areas  at  home.  Ai 
the  cozy  links  between  state-owned  cor 
panics  such  as  ENI  and  Italy's  governin 
political  parties  can  make  a  manager 
job  tough  indeed.  "My  problem,"  co 
cedes  Cagliari,  "is  that  I  not  only  ha^ 
to  convince  my  people  within  ENI  when 
want  to  do  something,  but  I  also  have 
convince  people  within  the  government 

Indeed,  few  corporate  leaders  had 
rougher  start  than  Cagliari,  who  w; 
picked  to  head  ENI  in  November,  198 
His  predecessor,  Franco  Reviglio,  h; 
transformed  ENI  from  a  persistent  mo: 
ey-loser  to  a  cash  cow — largely  throu 
cutting  its  bloated  work  force  by  36% 
Not  only  was  the  brilliant  and  aristocra 
ic  economist  a  tough  act  to  follow,  I 
walked  away  from  a  free-for-all.  Re\  ^ " 
glio  had  pooled  ENi's  chemical  units  wil  ^^i' 
those  controlled  by  Italy's  swashbue!  * 
ling  agribusiness  czar  Raul  Gardini  1 
form  the  unwieldy  $10  billion  chemic;  '^''i' 
joint  venture  Enimont.  No  sooner  ha  j''*™ 
Enimont  been  formed  than  each  side  b 
gan  fighting  for  control  in  what  becanr  ^ 
one  of  Italy's  bitterest  disputes  betwe€  i^lrs 
the  public  and  private  sectors.  '  H 

As  he  entered  the  fray,  Caglia  im 
looked  less  than  inspiring.  Unlike  Rev  % 
glio — a  former  Finance  Minister — he  ha  ' » 
risen  through  the  ENI  ranks  and  lackc 
political  clout  in  Rome.  That's  essenti;  ^ 
at  a  state  company,  where  under  t\  'as 
uniquely  Italian  political  spoils  system  (fT'?  t 
"lottizzazione,"  or  allotment,  coalitiol  r 


In  December,  ENI  signed  agreements  to 
double  Algerian  gas  imports  to  Europe 
via  a  new  multibillion  dollar  undersea 
pipeline.  Italy  will  thus  supplant  France 
as  Algeria's  most  important  trading 
partner,  and  Algeria  will  likely  replace 
the  Soviet  Union  as  Europe's  leading 
supplier  of  natural  gas 


Already  a  significant  coal  producer, 
ENI  plans  to  spend  up  to  $1  billion  over 
the  next  year  on  oil,  gas,  and  petro- 
chemical assets 


VENEZUELA 


In  March,  ENI  signed  a  deal  to  build  and 
operate  a  $330  million  methanol  plant  in 
a  50-50  partnership  with  the  Venezuelan 
national  oil  company,  PDVSA.  Early  this 
year,  the  two  opened  the  western 
hemisphere's  largest  gasoline-additive 
plant.  PDVSA  may  also  invest  in  ENl's 
European  refining  and  distribution 


SOVIET  union; 


In  February,  ENI  subsidiary  SNAM  agreec* 
to  renovate  the  Soviets'  entire  natural-gas 
pipeline  system.  In  May,  a  subsidiary 
opened  its  first  gas  station  in  Moscow 
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ties  influence  who  gets  top  jobs.  And 
ENI  boss  has  to  confront  squabbling 
tions  that  try  to  dictate  company  poli- 
The  ENI  presidency,  says  one  insider, 
just  about  the  bloodiest  job  in  the 
intry."  Reviglio's  immediate  predeces- 
,  Umberto  Colombo,  lasted  only  a  few 
nths  after  he  fell  out  with  leading 
ticians. 

EW  HIS  DOSSIER.'  But  Cagliari  had  an 
le.  He  was  viewed  by  the  heads  of 
I's  chief  operating  companies — such 
oil  giant  AGIP  and  gas  group  SNAM — 
one  of  their  own.  And  he  knew  his 
ff.  Zoltan  Merszei,  former 
lirman  of  Dow  Chemical 

and  former  vice-chairman 
Occidental  Petroleum 
-p.,  first  met  Cagliari  in 
;0  when  Occidental  and  ENI 
rged  their  chemical  lines 
form  the  short-lived  Enoxy 
it  venture — at  $7  billion, 
!  of  the  biggest  linkups  at 

time.  "There  was  this  se- 
as, low-key  guy  in  the  ENI 
)up  across  the  table  from 
"  recalls  Merszei.  "He  just 
;w  his  dossier  better  than 
/^body  else."  It  was  his 
s-and-bolts  knowledge  of 

chemical  business,  for  in- 
nce,  that  persuaded  Ca- 
iri  to  buy  out  Gardini's 
'c  Enimont  stake  for  $2.3 
lion  last  November  and 
ate  Enichem.  ENI  thus  be- 
ne one  of  the  world's  top 
chemical  producers. 
Cagliari  hasn't  stopped 
:re.  When  he  took  over, 
I  already  had  a  global  em- 
e  spanning  everything 
m  natural-gas  distribution 
Yugoslavia  to  oil  explora- 
Q  in  Nigeria.  Since  then, 
!  company  has  signed  new  deals  with 
eign  partners.  After  recent  thrusts 

0  east  Germany  and  Hungary,  ENI  is 
ing  to  set  up  service  stations  in  Po- 
d  and  Czechoslovakia.  It  is  studying 
!  feasibility  of  joining  French  partners 

develop  a  $10  billion  natural-gas 
.nsportation  and  distribution  system  in 
atheast  Asia.  In  the  U.  S.,  Enichem  is 
^otiating  with  Union  Carbide  Corp.  to 
/elop  certain  product  lines.  "If  you're 
t  global,  your  competition  will  come 

1  take  your  market,"  says  Cagliari, 
lose  knowledge  of  English  from  a 
e-year  U.  S.  stint  sets  him  apart  from 
jvious  ENI  chiefs.  "It's  that  simple." 
ENING  DOORS.  Cagliari's  international 
)ves  are  aided  by  fellow  Socialist 
inni  De  Michelis,  Italy's  portly,  globe- 
itting  Foreign  Minister.  In  pursuing 
?  country's  most  activist  foreign  policy 
ice  World  War  II,  De  Michelis  has 
ened  doors  from  Algiers  to  Mexico 
:y.  All-out  Italian  support  for  Soviet 


leader  Mikhail  Gorbachev  helped  snare 
several  large  Italian-Soviet  energy  proj- 
ects. A  February  trip  to  Tehran — the 
first  by  a  European  foreign  minister 
since  the  Islamic  Revolution — paved  the 
way  for  potentially  huge  contracts  for 
ENI  and  other  Italian  companies. 

Back  home,  Cagliari  has  equally  ambi- 
tious plans.  Breaking  with  the  policy 
that  has  guided  ENI  since  its  1953  forma- 
tion, he  is  out  to  redefine  the  group's 
ties  to  the  government.  These  links 
make  the  company,  in  theory,  a  mere 
appendage  of  the  Ministry  of  State  Par- 


ty system,  he's  going  to  start  shaking 
up  the  Italian  power  structure,"  says 
Pierre  Terzian,  head  of  Paris-based  ener- 
gy consultants  Petrostrategies. 

Cagliari's  job  would  grow  easier  under 
a  plan  to  turn  ENI  into  a  joint-stock  com- 
pany. This  would  help  him  push  through 
his  agenda,  since  he  would  answer  to  a 
board  of  directors,  not  a  government 
ministry.  This,  says  Cagliari,  "would 
make  a  more  efficient  structure,  more 
rapid  in  its  ability  to  take  decisions." 

Even  without  this  overhaul,  ENI  hopes 
to  kick  off  a  major  privatization  pro- 


Iconoclastic  Chairman  Gabriele  Cagliari  wants  to  loosen 
ENFs  ties  to  the  Italian  government — a  tall  order 


ticipation.  That  means  key  decisions  of- 
ten are  debated  by  Italy's  cabinet.  When 
pork-barrel  projects  need  to  be  cut  or 
workers  laid  off,  the  government  looks 
long  and  hard.  "The  things  Cagliari  does 
abroad  don't  involve  sacrifices  in  Italy," 
says  one  aide.  "Much  trickier  will  be 
whether  he  can  disinvest  in  Italy,  sell  off 
companies,  and  shut  down  plants." 

Cagliari  must  quickly  tackle  these  is- 
sues. Enichem,  in  particular,  needs  to 
off-load  poorly  run  lines  such  as  agri- 
chemicals,  where  it  is  losing  close  to  $1 
million  a  day.  Cagliari  also  wants  Eni- 
chem's  two  Italian  refineries  to  go  on 
the  block  as  part  of  a  plan  to  "relaunch 
Enichem  as  an  international  force."  Eni- 
chem announced  in  April  that  it  will 
shed  some  10,000  jobs  by  1994,  more 
than  25%  of  its  work  force.  But  unions 
and  regional  politicians  are  fighting  this 
move.  And  if  Cagliari  goes  much  further 
"and  truly  wants  to  make  profits  for 
Enichem  rather  than  run  a  social-securi- 


gram  this  year  through  a  Cagliari  plan 
to  sell  off  up  to  40%  of  ENl's  huge  gas- 
supply  and  engineering  company,  SNAM. 
That  move  could  add  $4  billion  to  ENl's 
coffers  and  help  bankroll  its  stepped-up 
capital  investments  of  some  $38  billion 
through  1995.  Largely  because  of  new 
debt  taken  on  to  cover  the  Enimont 
buyout,  "our  cash  flow  alone  can't  cover 
this,"  says  Cagliari.  Asset  sales  at  Eni- 
chem could  bring  in  another  $1.75  billion. 

Cagliari  has  not  had  things  entirely 
his  way.  He  has  had  to  accept  political 
appointments  in  ENl's  upper  echelons, 
for  example.  But,  notes  Frank  J.  Pizzi- 
tola,  senior  partner  at  New  York  invest- 
ment bank  Lazard  Freres  &  Co.:  "If  Ca- 
gliari continues  to  be  successful,  then 
he's  going  to  be  able  to  do  many  more 
things.  He  might  lose  a  battle  here  and 
there,  but  he'll  win  the  war."  So  far,  at 
least,  he's  on  the  winning  side. 

By  John  Rossant  in  Rome,  with  Gail 
De  George  in  Miami 
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HOT  GROWTH 
COMPANIES 

HOW  RISK-TAKERS  ARE  RIDING  OUT  THE  RECESSION 


Steven  Nichols  has  seen  good  times 
and  bad  in  his  business  career. 
But  the  49-year-old  chairman  of 
K-Swiss  had  never  before  been  forced  to 
watch  as  first  a  recession,  then  a  war 
drove  American  consumers  out  of  stores 
and  behind  their  doors  to  wait  it  out. 
That  would  be  enough  to  bust  a  small 
company  struggling  to  make  it.  But  to 
stay  hot  when  the  economy's  not,  a  com- 
pany has  to  have  its  feet  planted  square- 
ly on  the  ground. 

Fortunately,  K-Swiss  makes  footwear. 
And  despite  tales  of  economic  woe, 
K-Swiss  had  a  boffo  1990 — good  enough 
to  bring  it  in  at  No.  22  on  BUSINESS 
week's  seventh  annual  list  of  Hot 
Growth  Companies.  This  year  looks  good 
for  K-Swiss,  too:  First-quarter  earnings 
were  up  637',  to  $2.2  million,  on  a  45%- 
increase  in  sales.  The  25-year-old  Pa- 
coima  (Calif.)  company  even  managed  to 
gain  a  smidgen  of  market  share  in  the 
$5.5  billion  athletic  footwear  business 
against  front-runners  Nike  Inc.  and  Ree- 
bok International  Ltd.  K-Swiss'  focus  on 
durable,  unfaddish  sport  and  casual 
shoes  is  helping  it  ride  out  the  recession. 
Concludes  Nichols;  "Bad  times  are  a 
great  time  for  a  company  like  us." 
FLEET  FEET.  Nichols  has  been  in  the  shoe 
business  long  enough  to  have  seen  previ- 
ous recessions.  He  began  selling  foot- 
wear in  college  and  owned  several  stores 
in  and  around  New  York  City  before 
joining  Stride  Rite  Corp.  in  1979.  But 
Nichols  longed  to  run  his  own  operation. 
So  4'/2  years  ago,  he  bought  out  two 
brothers  from  Switzerland  and  assumed 
command  of  K-Swiss.  The  company  is 
known  for  its  "Classic,"  a  leather  tennis 
shoe  that  was  first  introduced  back  in 
1966.  But  K-Swiss  isn't  just  a  one-shoe 
shop.  It  makes  30  different  styles  for 
men,  women,  and  children,  including  hik- 
ing boots,  boating  shoes,  and  basketball 
sneakers.  With  that  kind  of  variety, 
Nichols  has  managed  to  increase  compa- 
ny revenues  fivefold,  to  $98  million, 
since  lO""'*'.. 

Indeed,  there's  nothing  pedestrian 
about  K-Swiss  or  any  of  the  99  other 
companies  mentioned  on  these  pages.  Al- 


though these  firms  are  small — the  com- 
bined sales  of  all  100  companies  are 
equal  to  the  revenues  of  $5.4  billion 
James  River  Corp. — the  chutzpah  and 
entrepreneurship  necessary  to  take  risks 
and  shine  during  tough  times  make 
these  a  fleet-footed  crew. 

BW's  Hot  Growth  list  was  compiled 
from  a  universe  of  3,579  publicly  traded 
companies  with  sales  of  less  than  $150 
million,  tracked  by  Standard  &  Poor's 
Compustat  Services  Inc.  BUSINESS  week 
chose  the  top  100  based  on  average 
growth  in  sales,  earnings,  and  return  on 
invested  capital  over  the  past  three 
years.  Average  sales  growth  for  the  pe- 
riod hit  62.7%,  while  earnings  growth 
averaged  115.7%.  The  top  100  companies 
also  enjoved  an  average  return  on  capi- 
tal of  28.2%. 

Although  those  numbers  are  hot  by 
most  standards,  war  and  recession  have 
left  the  averages  mixed,  compared  with 
the  vapor  trails  of  previous  years.  For 
last  year's  list,  average  sales  growth 
was  slower,  at  56.1%,  but  earnings  grew 
at  a  blistering  124%^.  Still,  these  compa- 
nies fared  better  than  many  of  their 
larger  brethren.  In  1990,  the  average 
company  on  Standard  &  Poor's  400-stock 
index  saw  earnings  drop  7%  on  sales 
growth  of  ll%f'.  In  a  recession,  Hot 
Growth  companies  can  thrive  by  provid- 
ing a  product  or  service  that  helps  other 
businesses  cut  costs  or  improve  efficien- 
cy. Or  they  might  ride  a  big  trend,  such 
as  the  boom  in  outpatient  health  care. 
Or  they  might  offer  the  latest,  must- 
have  fashion. 

So  what's  really  hot?  Consider  Cisco 
Systems  Inc.,  a  seven-year-old  manufac- 
turer of  routers — devices  that  connect 
computer  networks.  Over  the  past  three 
years,  earnings  at  the  Menlo  Park 
(Calif.)  company  have  soared  an  annual 
average  of  489.4%.  Cisco  has  recently 
been  bolstered  by  a  joint-distribution 
agreement  with  Digital  Equipment 
Corp.,  whose  sales  force  could  boost  Cis- 
co's sales  even  higher.  With  revenues 
expected  to  reach  $183  million  for  the 
fiscal  year  ending  in  July,  George  J.  Kel- 
ly, a  computer  analyst  with  Morgan 
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Stanley  &  Co.,  predicts  Cisco's  biggest 
problem  will  be  controlling  its  growth. 

Cisco  has  plenty  of  colleagues  on  the 
list.  With  34  entries,  outfits  that  serve 
the  computer  industry  are  this  year's 
Hot  Growth  heavyweights.  Second,  with 
17  entries,  are  health-related  companies, 
including  instrument  makers  and  health 
care  facilities,  such  as  Surgical  Care  Af- 
filiates Inc.  in  Nashville,  which  is  riding 
a  U.  S.  trend  toward  outpatient  services. 

Neither  silicon  chips  nor  scalpels  reign 
supreme,  however.  Risk-takers  are  an 
eclectic  lot,  and  some  of  the  other  com- 
panies that  made  the  list  include  a 
sports-memorabilia  marketer  (Score 
Board,  No.  3),  a  prepared  meats  maker 
(Bridgford  Foods,  No.  98),  and  a  consult- 
ing business  (Right  Management  Con- 
sultants Inc,  No.  86). 

There  are  also  a  few  throwbacks  to 
another  era.  Check  out  No.  27,  DeVlieg- 
Bullard  Inc.  A  year  ago.  Chief  Executive 
Laurence  DeFrance  took  public  this 
group  of  machine-tool  companies,  some 
of  which  date  back  to  the  1800s.  Nash- 
ville-based DeVlieg-Bullard  makes  tool- 
and-die  machines  and  replacement  parts. 
Not  glamorous,  perhaps,  but  good 
enough  to  hike  earnings  by  an  average 
of  81.1%  since  1988. 

SHRINKING  UNIVERSE.  BW's  annual  sur- 
vey does  reflect  some  cooler  trends. 
Many  once-hot  companies  have  suffered 
flameouts  (page  84).  New  accounting 
rules  are  expected  to  put  a  slight  chill  on 
revenue  for  software  companies.  And 
this  year's  data  suggest  that  the  number 
of  small  public  companies  is  shrinking. 
Aside  from  a  T/<  drop  in  earnings 
growth  from  last  year,  the  universe  of 
more  than  3,500  companies  from  which 
BW  culled  its  list  has  shrunk  for  three 
straight  years.  Back  in  1988,  it  was 
."lOO.  Some  companies  have  outgrown 
I  he  $150  million  sales  cap.  But  the  group 
of  businesses  that  might  normally  step 
up  and  take  their  place  has  been  shrink- 
ing, too.  Data  from  Dun  &  Bradstreet 
show  that  the  number  of  new  business 
incorporations  has  declined  6%  since  its 
peak  in  1986,  to  659,571  last  year. 

One  reason:  Entrepreneurs  just  might 
•If'  waiting  for  better  times.  "Some  peo- 
ple rationally  see  that  we're  at  the  end 
I  if  a  long  upturn,"  says  Thomas  A.  Gray, 
chief  economist  for  the  Small  Business 
Administration,  "and  they  will  hold  on 
until  the  next  up  cycle." 

Money  has  been  scarce,  too,  for  those 
trying  to  get  a  new  business  off  the 
ground.  Besides  the  tightening  of  bank 
credit,  other  sources  of  financing  are 
holding  back.  Back  in  1987,  venture  capi- 
talists raised  about  $4  billion  to  invest  in 
new  projects,  mostly  the  $1  million  to 
$20  million  capital  infusions  that  sustain 
small  businesses.  But  two  years  later. 
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the  total  figure  raised  was  just  some 
$1.8  billion. 

Venture  capitalists  say  there  are  a 
number  of  factors  involved  in  that  drop. 
The  1986  hike  in  capital-gains  tax  rates 
made  venture-capital  pools  less  attrac- 
tive to  investors.  And  the  rising  rate  of 
business  failures — 421,239  since  1985,  up 
317'  over  the  first  half  of  the  decade — 


has  made  venture  capitalists  skittish. 
But  the  bottom  line  for  a  new  business 
is  the  same.  "You  have  to  assume  right 
now  that  the  market  is  very  selective, 
and  unless  you  have  an  outstanding 
project,  you  won't  get  financed,"  says 
Robert  D.  Pavey,  past  president  of  the 
National  Venture  Capital  Assn.  "If  you 
are  a  startup  today,  you  will  have  to 


bootstrap  it,  try  to  get  rolling,  and  wai' 
for  the  environment  to  improve." 

Bootstrap?  Now,  there's  a  word  shoe 
maker  Nichols  and  any  of  the  other  9i 
company  managers  here  would  appreci; 
ate.  The  economy  may  pinch,  but  these 
entrepreneurs  will  keep  marching  along 
with  new  ideas.  j 
By  Bruce  Hager  in  New  York 


INTEGRATED  WASTE  SERVICES 
▼ 

THE  TRASHMASTER 
THAT'S  TOP 
OF  THE  HEAP 


Almost  30  years  ago,  young  Harry 
Williams  was  tending  bar  at  the 
Ted-Ra  Club,  a  nightspot  in  Ni- 
agara Falls  he  had  owned  for  a  while.  A 
stranger  walked  in,  ordered  a  beer,  and 
casually  asked  Williams  whether  he 
wanted  to  buy  a  pile  of  scrap  tires.  Wil- 
liams shrugged.  But  in  six  months,  he 
was  out  of  highballs  and  into  landfills — 
and  demolition  and  trash  collection. 

Today,  many  companies  later,  James 
H.  Williams  is  running  the  waste  indus- 
try's star  regional  performer:  Integrated 
Waste  Services  Inc.  in  Amherst,  N.  Y. 
Just  five  years  old,  Integrated  is  turning 
trash  into  cash.  The  company  earned 
$1.74  million  last  year,  up  164'/!  ,  on  reve- 
nues of  $21  million.  And  over  the  past 
three  years,  sales  and  earnings  have 
shot  up  an  average  of  151'/^  and  166.7'>? , 
respectively — boosting  Integrated  to  the 
top  of  this  year's  Hot  Growth  list. 

Waste  disposal  is  a  sizzling  business, 
of  course,  especially  in  the  trash-choked 
Northeast.  But  it's  also  intensely  com- 
petitive. In  many  markets,  national  behe- 
moths Waste  Management  Inc.  and 
Browning-Ferris  Industries  Inc.  hold 
sway.  Still,  Williams,  59,  knows  what 
he's  doing.  From  1964  to  1983,  he  built 
or  acquired  42  companies  in  waste  dis- 
posal, construction,  leasing,  and  real  es- 
tate. He  sold  the  waste  operations  to 
Browning-Ferris  for  $84  million,  then 
took  a  six-year  vacation  under  the  terms 
of  a  noncompete  con- 
tract. In  1989,  however, 
he  was  back  in  business. 

That's  when  he 
learned  that  Brian 
Swartzeiiberg,  Integrat- 
ed's  founder  and  a  for- 
mer business  associate, 
had  died  in  a  car  acci- 
dent. Integrated  was  a 
weak  company  with  neg- 
ative working  capital.  It 
had  borrowed  $3  million 
from  a  trust  Williams 
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had  established  for  his  daughter.  Wil- 
liams converted  the  debt  to  equity  and 
took  charge.  Today,  the  trust  owns  a 
337f  stake.  Williams  himself  holds  op- 
tions to  buy  an  additional  11%. 
WHAT  A  DUMP.  Since  1989,  he  has  bought 
a  string  of  properties  and  service  compa- 
nies around  Buffalo.  Integrated  Waste 
is,  in  fact,  integrated:  It  demolishes 
buildings,  collects  trash,  runs  transfer 
stations  and  a  recycling  operation,  and 
owns  two  landfills.  One  operation  sup- 
plies the  next,  creating  a  continuous  sup- 
ply and  low  overhead.  "This  company 
can  operate  at  the  highest  margins  in 
the  solid-waste  business,"  says  D.  Paul 
Cohen,  an  analyst  with  Siebel  Capital 
Management,  Integrated's  largest  insti- 
tutional shareholder. 

Cohen  and  other  inves- 
tors expect  even  better 
things  to  come.  One  rea- 
son is  Integrated's  new 
landfill  site  in  Farmers- 
ville,  N.  Y.,  which  recent- 
ly received  local  approv- 
al to  start  operating 
next  year.  The  company 
will  initially  spend  $12 
million  to  develop  the 
dump,  but  analysts  think 
it  could  bring  annual  op- 
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erating  profits  of  $25  million  by  1994 
There's  similar  potential  buried  dee^'^l 
in  the  salt  mines  Integrated  owns  i: 
nearby  Livingston  County.  William 
wants  to  convert  the  pits  to  dumps  fo 
waste  ash,  which  investors  believe  wil 
bring  in  $8  million  to  $10  million  a  yea: 
by  1994.  Williams  says  he's  working  oi 
other  acquisitions  but  wants  to  limit  hi: 
search  to  businesses  within  an  hour' 
plane  trip.  "There's  so  much  inside  tha 
circle  now,  we  won't  have  to  go  outsidi 
it  for  a  while,"  he  says. 

Certainly,  he's  got  the  cash:  Two  pub 
lie  offerings  in  the  last  year  have  lef 
Integrated  with  $13  million  to  play  with 
And  he  has  recruited  many  of  the  man 
agers  who  worked  for  him  at  Mader.  H' 
brought,  too,  unique  experience  with  th' 
regulatory  process:  Over  the  years,  h( 
has  negotiated  permits  for  54.  wast< 
sites  in  New  York  and  other  states 
That's  a  big  reason  Integrated  looke( 
good  to  Terren  S.  Peizer.  The  forme 
Drexel  Burnham  Lambert  Inc.  junk-bon( 
trader  has  bought  9.9/c  of  its  stock 

Both  Williams  and  Peizer  insist  tha 
the  relationship  is  friendly.  But  even  if  i 
isn't,  Williams  effectively  controls  44? 
of  Integrated's  shares.  He  needn't  worn 
about  tending  bar  again. 

By  Keith  H.  Hammonds  in  Bosto 


COVER  STO 


■.ar. 

-  1 

:\ 
■'St 
■■ire 
•Jill 
% 


B  E  A  U  T  I  C  O  N  T  R  O  L  COSMETICS 
▼ 

GETTIKG  UNDER 
tm  SKIN  OF  AVON 
AND  MARY  KAY 


ast  November,  Richard  W.  Heath, 
chief  executive  of  BeautiControl 
HCosmetics  Inc.,  was  annoyed  by  the 
npany's  first  major  lawsuit.  But  with 
:  dispute  appearing  close  to  settle- 
nt,  he  can  see  some  flattery  in  an 
itrust  complaint  by  Mary  Kay  Cos- 
tics  Inc.,  a  rival  nine  times  BeautiCon- 
I's  size.  Says  Heath:  "The  bigger  we 
;,  the  more  bothersome  we  become." 
f  so,  BeautiControl  in  Carrollton, 
<..,  could  really  ii-k  its  competitors, 
ce  Heath  and  his  wife,  Jinger,  bought 
I  direct-sales  company  in  1981,  Beauti- 
ntrol  has  grov/n  at  a  blistering  pace, 
es,  which  neared  $53  million  last  year, 
I'e  soared  at  a  compound  annual  rate 
60'/  over  the  past  decade.  "They're 
all,  but  they're  well-run,"  says  a  rival. 
<AS  CHATEAU.  Running  a  small  com- 
ly  well  is  paying  off  big  for  the 
aths.  The  pair  owns  more  than  36%  of 
stock — valued  at  $43  million — and 
t  finished  building  a  house  styled  like 
Vench  chateau  in  one  of  Dallas'  tonier 
ghborhoods.  Richard,  49,  runs  Beauti- 
titrol's  daily  operations,  while  Jinger, 


the  38-year-old  chairman,  oversees  prod- 
uct development  and  marketing. 

The  Heaths  plan  to  maintain  growth 
of  at  least  15%  a  year  by  churning  out 
new  products  and  services  to  add  to 
their  lines  of  cosmetics,  fragrances,  and 
skin-care  products.  BeautiControl's  sales 
force  of  30,000  housewives  and  office 
workers  sells  its  wares  in  homes  and 


offices.  The  company  is  known  for  offer- 
ing free  color  and  image  analysis  to  help 
women  match  makeup  and  clothing  to 
their  skin,  hair  color,  body  type,  and 
even  personality. 

BeautiControl  has  a  key  advantage 
over  department-store  competitors: 
price.  The  company  says  its  quality  is 
equal  to  that  of  such  well-known  brands 
as  Clinique  and  Estee  Lauder — for  20% 
to  50%'  less.  But  giants  Avon  Products 
Inc.  and  Mary  Kay  are  taking  notice. 
Avon  is  now  starting  to  reach  customers 
through  direct  mail,  which  BeautiControl 
uses,  too.  And  Mary  Kay's  lawsuit 
against  BeautiControl  last  year  arose 
from  a  dispute  involving  its  own  color- 
analysis  service.  The  two  are  now  nego- 
tiating a  settlement,  says  Heath. 

Still,  he  isn't  worried.  Avon  and  Mary 
Kay  both  got  their  start  by  targeting 
America's  housewives,  while  BeautiCon- 
trol focuses  on  working  women.  As  a 
result,  "their  customers  are  probably  a 
little  bit  more  upscale,"  says  Deepak 
Raj,  a  cosmetic  industry  analyst  at  Mer- 
rill Lynch  &  Co. 

While  BeautiControl  has  room  to  grow 
at  home,  it's  also  looking  overseas.  And 
the  Heaths  hint  that  they  might  even 
create  some  new  ventures.  But  the  cou- 
ple isn't  likely  to  neglect  the  company's 
core  business.  After  all,  they're  living  in 
a  house  that  beauty  built. 

By  Wendy  ZcIIiut  in  Carrollton.  Tex. 


KNOWLEDGE  WAR  E 
▼ 

FRAN  TARKENTON 
SCORES 
IN  SOFTWARE 


1^  s  a  pro  football  quarterback, 
Fran  Tarkenton  habitually  zig- 
zagged  around  opposing  linemen 
score  touchdowns.  He  retired  from 
!  sport  in  1978,  but  Tarkenton  is  still 
ambling  into  the  end  zone.  Since  1986, 
!  Hall  of  Famer  has  built  Atlanta- 
5ed  KnowledgeWare  Inc.  into  the 
Tiinant  player  in  the  nascent  market 
•  automated  products  that  help  busi- 
5ses  develop  their  own  software. 
Farkenton  isn't  a  high-tech  rookie.  Af- 
'  helping  pull  a  software  company  out 
bankruptcy  in  the  mid-1970s,  he  be- 
ne a  consultant  and  discovered  that 
ist  large  corporations  had  huge  pro- 
imming  backlogs.  In  1986,  he  merged 

Tarkenton  Software  Inc.  with  Know- 
IgeWare,  an  Ann  Arbor  (Mich.)  compa- 

that  specializes  in  computer-aided 
ttware  engineering,  or  CASE,  covering 
i  gamut  of  planning,  analysis,  design, 
d  construction.  "The  opportunity  I 
<N  was  unbelievable,"  says  Tarkenton, 


McGOWAN,  TARKENTON,  AND  THE  COMPA 


51,  KnowledgeWare's  chairman  and 
chief  executive  officer. 

KnowledgeWare  is  now  the  biggest 
and  fastest-growing  company  in  the  $450 
million  commercial  C,\SE  industry — and 
No.  2  on  BW's  Hot  Growth  list.  Custom- 
ers such  as  American  Express  Co.  use 
C.A.SE  to  write  programs  for  money  trans- 
fers. KnowledgeWare's  sales  were  up 


more  than  100%  last  year,  to  $66.2  mil- 
lion, on  profits  of  $9.8  million.  The  com- 
pany is  weathering  the  recession  well 
because  CASE  technology  slashes  devel- 
opment time  and  errors — cost-cutting 
that  businesses  seek  in  tough  times. 

KnowledgeWare,  whose  products  run 
on  IBM  personal  and  mainframe  comput- 
ers, has  topped  rivals  by  being  first  with 
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MS-lJos-ba.sed  and,  more  recently,  OS/2- 
based  integrated  CASE  software.  "Our 
strategy  has  proven  to  be  what  the  mar- 
ket wants,"  says  President  Terry  R. 
McGowan,  KnowledgeWare's  CEO  before 
the  merger. 

A  cozy  relationship  with  IBM  helps, 
too.  Big  Blue  bought  a  small  stake  when 
KnowledgeWare  first  went  public,  and 


now  owns  9'/^.  KnowledgeWare  is  a  ma- 
jor business  partner  in  developing  IBM's 
application-development  CASE  strategy, 
whose  purpose  is  to  establish  industry 
standards  for  CASE  software  develop- 
ment. "KnowledgeWare  is  in  an  excel- 
lent position  to  benefit,"  says  Thomas 
O'Flaherty,  a  vice-president  with  market 
researcher  Input. 


Ill 


Meanwhile,  Tarkenton  and  McGow.i 
keep  fine-tuning  their  basic  busines 
fundamentals:  listening  to  customes 
and  stressing  employee  teamwork, 
sports,  teams  wtn  and  individuals  doni 
says  Tarkenton.  "And  with  teammate  q 
doing  the  blocking,  KnowledgeW? 
could  well  keep  scoring  big.  ■ 
By  Stephanie  Anderson  Forest  in  Atlarii^ 
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HOW  TO  MAKE 
VIDEO  GAMES— AHD 
NOT  GET  ZAPPED 


Lawrence  F.  Probst  knows  it's  tough 
not  to  be  greedy.  After  all,  the 
highly  lucrative  home-video-game 
market  is  a  highly  lucrative  but  volatile 
$2  billion  business.  A  smash  hit  can 
make  a  company.  But  a  headlong  rush 
into  faddish  video  games  can  also  send  a 
company  reeling  if  a  new  game  fails.  As 
CEO  of  Electronic  Arts  Inc.,  Probst  pre- 
fers a  measured  approach — and  that  has 
saved  his  software  maker  plenty. 

Last  year,  Electronic  Arts  founder 
and  Chairman  William  M.  "Trip"  Haw- 
kins III,  a  former  marketing  director  at 
Apple,  turned  to  40-year-old  Probst,  a 
seven-year  Electronic  Arts  veteran,  to 
lead  the  company.  His  charge:  to  diversi- 
fy beyond  its  stable  $265  million  comput- 
er-game-software business  into  the  allur- 
ing but  perilous  world  of  home  video. 

Last  spring,  Electronic  Arts  ordered 
several  hundred  thousand  copies  of  its 
first  program  for  the  Nintendo  Enter- 
tainment System,  Skate  or  Die  II,  a  se- 
quel to  its  popular  PC-based  skateboard 
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PROBST  AND  HIS  PGA  TOUR  GOLF  GAME: 
MOVING  SLOWLY  IN  A  PERILOUS  WORLD 


adventure.  When  inventory  arrived  last 
fall,  Probst  already  knew  there  was  a 
software  glut.  He  ordered  an  immediate 
price  cut,  from  $50  to  $35.  Probst  also 
scaled  back  production  of  a  second  pro- 
gram, thus  avoiding  any  discounting. 
The  result:  Electronic  Arts  broke  even 
on  its  Nintendo  Co.  products,  while  com- 
petitors took  a  bath.  A  similar  leap  from 
computer  games  to  video  sent  rival  Soft- 
ware Toolworks  Inc.'s  earnings  into  a 
tailspin  (page  84). 


Meanwhile,  the  rest  of  Electronic  Aris  tkj 
sparkled.  PC  hits  such  as  PGA  Tour  Gil  il 
and  John  Madden  Football  helped  tur: 
charge  sales  and  earnings:  Both  were 
40%,  to  $101.8  million  and  $9.1  millii 
respectively,  for  the  fiscal  year  end| 
Mar.  31.  Hawkins  also  scored  on  vi 
games  for  the  new  Genesis  system  fr( 
Sega  Enterprises  Ltd.,  which  contrib 
ed  25%  of  Electronic  Arts'  earnings 
their  first  year  of  sales. 
SIZABLE  FEAST.  Electronic  Arts'  uniqs 
structure  should  keep  it  hopping.  Ha|-  < 
kins  set  up  the  company  like  a  193'-  J 
style  movie  studio,  with  about  100  inc-  i 
pendent  game  designers  under  contrgt 
and  in-house  producers  to  manage  the.. 
Unlike  other  video-game  makers.  Ha 
kins  doesn't  rely  on  megabits  for  profi 
and  no  one  game  accounts  for  more  th 
6%  of  revenues.  "We  wouldn't  mind  h; 
ing  a  'Batman.'  We  just  don't  want 
run  the  company  on  it,"  he  says. 

Hawkins  figures  that  by  the  end 
the  century,  most  homes  will  have  a  n 
chine  that  might  be  a  combination 
computer-,  video-game  player,  and  co 
pact-disk  player,  creating  an  $8  billi 
software  market.  His  goal  is  to  feast 
a  sizable  portion  of  that  market. 
Larry  Probst  has  to  do  is  make  sure  t 
company  doesn't  make  a  hog  of  itself 

By  Richard  Brandt  in  San  Mateo,  Ca 
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ENTERTAINMENT  PUBLISHING 
▼ 

TURNING  DISCOUNf 
COUPONS  INTO  1^ 
HEAPS  OF  DOLLARSri 


CHARITIES  AND  SCHOOLS  ARE  THEIR  MARKETERS 


t 


lOod  times  or  bad,  people  alwajk 
I  want  to  squirrel  away  a  few  (| 
tra  bucks.  Hardly  an  earth-sh 
tering  observation,  you  say.  Yet  th 
philosophy  has  helped  Entertainmej 
Publishing  Corp.  evolve  from  an  i 
sketched  on  a  kitchen  table  to  an  | 
million  coupon-book  business. 

Entertainment  is  America's  larg( 
publisher  of  discount-coupon  bool 
which  offer  up  to  50%  off  list  price  or 
broad  range  of  leisure  pursuits  such 
dining  and  sporting  events.  Most  cfr 
pons  are  marketed  through  a  network  If 


Its 
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000  charities,  corporations,  and 
lools,  where  they  help  raise  about  $20 
lion  in  charitable  income  annually, 
[he  publishinfr  house's  success  comes 
m  the  dovetailing  of  different  inter- 
s.  Here's  how  it  works:  Entertain- 
nt  recruits  merchants  to  sell  their 
res  and  services  in  its  coupon  books, 
rchants  whose  products  are  featured 
the  guides  gladly  offer  a  break  on  the 
ce  in  exchange  for  the  extra  business 
it  the  books  typically  generate.  Mean- 
ile,  charities  and  other  organizations 

1  the  guides  for  $25  to  $35  each  and 
L  a  20%  commission  on  all  coupon-book 
es.  At  the  same  time,  they  save  En- 
tainment  the  overhead  of  setting  up  a 
5t  distribution  network.  Entertain- 
nt,  of  course,  pockets  the  other  80% 
the  coupon-book  sales,  less  printing 
i  other  costs. 


Hughes  L.  Potiker,  Entertainment's 
president  and  chairman,  started  the  busi- 
ness with  his  wife.  Sheila,  back  in  1962. 
The  attorney  thought  it  would  be  a  nice 
sideline  to  generate  a  little  extra  income. 
But  from  its  modest  start  in  the  Detroit 
area,  the  Troy  (Mich.)  company  has 
blossomed  into  an  international  opera- 
tion with  GOO  employees  in  125  cities. 
Last  year,  earnings  doubled,  to  $9  mil- 
lion on  $85.5  million  in  sales.  Says  Po- 
tiker: "We've  surpassed  even  our  own 
expectations." 

BOOKS  OF  PERKS.  To  fuel  this  growth, 
the  Potikers — Sheila  is  executive  vice- 
president  and  corporate  secretary — have 
been  expanding.  Since  1970,  they  have 
added  an  average  of  six  new  markets  a 
year,  ranging  from  the  U.  S.  to  Canada 
and  Europe.  In  addition,  the  company 
also  publishes  custom-designed  coupon 


books  for  such  corporations  as  Amoco 
Corp.  and  Exxon  Corp.,  which  offer 
them  as  employee  perks.  Entertainment 
also  publishes  several  travel-related  dis- 
count books.  According  to  a  1990  survey, 
the  average  customer  is  47,  married,  and 
has  a  median  household  income  of 
$54,430. 

The  industry  does  have  its  critics.  Con- 
sumer advocates  question  whether  chari- 
ties receive  a  sufficient  payback  for  sell- 
ing products  such  as  discount  books.  But 
so  far,  few  seem  to  be  complaining 
about  Entertainment.  Almost  80%  of  the 
groups  that  sell  its  books  each  year 
come  back  for  more.  William  Blair  &  Co. 
expects  the  company  to  generate  16% 
compounded  annual  earnings  growth 
over  the  next  three  years.  And  such 
sweet  returns  can  hardly  be  discounted. 
Bt/  Noreen  Seebacher  in  Troy,  Mich. 


WET  SEAL 


STAMPED  WITH 
THE  TEEN  SEAL 
OF  APPROVAL 


First:  the  name.  No  one  is  really 
sure  why  the  juniors'  apparel  chain 
is  called  Wet  Seal  Inc.  Chief  Execu- 
e  Ken  Chilvers  says  founder  Lorne 
lycke  took  his  cue  from  the  "wet 
ik"  that  was  popular  in  swimsuits  in 
5  mid-1960s,  when  he  named  his  New- 
rt  Beach  (Calif.)  beachwear  shop.  "I 
ould  just  make  up  a  good  story," 
lilvers  jokes. 

No  need:  The  company's  hip  style  has 
)n  the  teen  seal  of  approval.  Over  the 
st  seven  years,  sales  at  the  retailer, 
sed  in  Irvine,  Calif.,  have  soared  872%. 
id  despite  war  and  recession,  its 
;ndy  clothes,  sold  in  shopping  malls, 
lied  in  $107  million  last  year,  up  36.5% 
)m  1989,  with  profits  of  $7.2  million, 
ach  of  Wet  Seal's  growth  comes  from 
w  store  openings,  but  existing  stores 
e  also  posting  solid  gains. 
The  97-store  chain,  with  outlets  in  Ari- 
na,  California,  Florida,  and  Hawaii, 
,s  exploded,  thanks  to  a  combination  of 
wy  merchandising  and  splashy  store 
sign.  Most  of  that  growth  has  come 
ice  1984,  when  Suzy  Shier  Inc.,  a  To- 
nto-based  women's  apparel  chain, 
ught  the  18-store  Wet  Seal  operation 
Dm  its  managers.  Chilvers,  a  Shier  ex- 
utive,  helped  engineer  its  expansion 
id  took  it  public  last  summer  with  a 
7  million  stock  offering. 
Despite  the  fast  growth,  Wet  Seal  has 
ayed  close  to  its  origins  as  a  trendy 
lOp  catering  to  the  California  beach 
owd.  Marketing  director  Kathy  Bron- 
ein  stocks  Wet  Seal  with  colorful 
lortswear  sold  at  moderate  prices.  Wet 


AND  SPLASHY 


Seal's  small  size  and  reliance  on  local 
suppliers  allows  it  to  respond  quickly  to 
the  fickle  demands  of  fashion-conscious 
teens.  It  needs  less  than  six  weeks  to 
get  a  new  design  into  stores,  compared 
with  four  months  for  companies  that  use 
Asian  suppliers. 

NEAR  THE  TOP.  Wet  Seal  showcases  its 
flowered  denim  shorts,  brightly  colored 
sweaters,  and  other  funky  fashions  in 
sleek,  industrial-modern  stores  with  faux 
skylights  and  spotlights.  Clothing  is  ar- 
ranged on  high-tech  wire  mannequins  or 
wall  displays,  and  browsers  are  bom- 
barded by  shows  on  giant  video  screens 
and  concert-quality  sound  systems. 
"They're  usually  one  of  the  top  stores  in 
a  mall  for  ambience  and  glitz,"  says 
Gregg  Sloate,  an  analyst  at  Seidler  Am- 
dec  Securities  Inc.  in  Los  Angeles. 
Glitzy,  yes.  But  Wet  Seal  isn't  immune 


to  the  retail  slump.  Sales  growth  has 
slowed  since  last  summer,  when  the  Per- 
sian Gulf  crisis  began.  With  80  stores 
in  California,  the  chain  has  been  hit 
especially  hard  by  local  defense-company 
layoffs,  sinking  real  estate,  and  a  de- 
cline in  tourism.  Chilvers  says  this 
year's  sales  will  be  solid,  not  spectacu- 
lar. But  he  vows  that  Wet  Seal  won't 
change  tactics:  "The  secret  is  to  keep 
your  strategy  intact  when  you  get  into 
difficult  times.  We  won't  confuse  our 
customer." 

So  far.  Wet  Seal  has  stuck  to  the  Sun- 
belt, where  its  California  look  plays  well. 
This  year,  it  plans  to  add  20  stores,  in- 
cluding two  in  Texas.  If  all  goes  accord- 
ing to  plan,  the  store  with  the  slick  name 
will  keep  slipping  into  the  nation's  malls 
and  making  a  big  splash. 

By  Kathleen  Kerwin  in  Los  Angeles 
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WHERE  DID  THEY 
GO  WROHG? 


Only  one-tenth  of  the  Class  of  '88  remain  on  the  list.  Here's  why 


ack  in  1988,  Critical  Industries 
Inc.  was  the  right  company  at  the 
right  time.  That  was  the  year  the 
$32.4  million  distributor  of  asbestos-re- 
moval equipment  hit  the  top  of  BUSINESS 
week's  annual  list  of  the  best  small 
companies.  Critical's  sales  and  earnings 
had  soared  an  annual  average  of  149.4% 
and  380.9%,  respectively,  over  the  previ- 
ous three  years.  And  with  asbestos  re- 
moval being  mandated  in  thousands  of 
the  nation's  schools,  Critical  looked  like 
a  sure  winner. 

Then  Critical  wound  up  on  the  critical 
list.  The  asbestos-removal  industry  soft- 
ened, and  the  company  struggled.  Last 
year,  the  U.  S.  government  accused 


$150  million  cap.  But  some  others  burn 
out  (table). 

Of  the  100  companies  that  appeared 
on  the  Hot  Growth  list  last  year,  only 
about  a  third  have  returned.  Five  compa- 
nies outgrew  the  list.  The  rest  just  didn't 
make  the  grade.  Staying  on  the  list  gets 
even  harder  as  the  years  go  by:  Just 
one-tenth  of  Critical's  1988  class  appear 
on  this  year's  list.  Some  casualties:  Bolar 
Pharmaceutical,  Universal  Medical 
Buildings,  and  V  Band. 

The  classic  tale  involves  a  company 
that  relies  too  heavily  on  one  customer 
or  industry.  Take  V  Band  Corp.,  which 
provided  brokerage  houses  and  invest- 
ment banks  with  high-tech  telephone 


boosted  Software  Toolworks  Inc. 
No.  2  spot  on  the  1989  list,  with  $11 
million  in  sales  and  $2.1  million  in  ear 
ings.  But  the  company  stumbled  by 
quiring  Mindscape  Inc.  and  moving 
the  bigger  video-game  market.  Inve] 
tory  stacked  up,  and  Software  recenti 
announced  that  it  expects  to  lose  up  i 
$20  million  on  a  scant  $9  million  in  rev  — - 
nue  for  its  fourth  quarter  ended  Mar.  3  m  o 
"You  have  to  grow  the  business  pr  lexo 
dently,"  says  Robert  E.  Lloyd,  Sol  ^> 
ware's  new  president. 
'ROLLER  COASTERS.'  Indeed,  the  bigge  '^^ 
problem  managers  face  is  often  how 
handle  hot  growth  itself.  "Compani( 
like  this  begin  to  believe  the  print  th< 
read  and  become  legends  in  their  ow  J  ,11 
mind,"  says  Frank  M.  DeLape,  Critical  ye 
new  chairman. 

Down  doesn't  always  mean  out,  ho^ 
ever.  After  a  two-year  nosedive  th; 
ended  with  a  $17.1  million  loss  in  198 
Durakon  Industries  Inc.  reported  a  $3 
million  profit  last  year.  Although  st 
wobbly,  the  manufacturer  of  truck-b^ 
liners  in  Lapeer,  Mich.,  has  a  new  stra 
gy  and  new  management  for  1991. 
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HOT-GROWTH  FLAMEOUTS 


COMPANY 

(Peak  eornings  year) 


SALES 

Millions  of  dollars 
Peak/ 1990 

$128.0 
8.7 


BOLAR 

PHARMACEUTICAL 

(1988) 

CRITICAL 
INDUSTRIES 

(1988) 

SOFTWARE 
TOOLWORKS 

(1989) 

UNIVERSAL 
MEDICAL  BUILDINGS 

(1987) 

V  BAND 

(1987) 


•BASED  ON  RECENT  COMPANY  ESTIMATES  FOR  FISCAL  YEAR  ENDED  MAR,  31,  )991 
DATA  COMPANY  REPORTS,  BRIDGE  INFORMATION  SYSTEMS  INC 


DeLAPE:  CRITICAL  INDUSTRIES  FALTERED  BY  BELIEVING  ITS  OWN  PRESS  CLIPS 


Houston-based  Critical  of  conspiring 
with  another  company  to  commit  fraud 
by  fi.xing  prices  on  asbestos-removal 
equipment.  Although  Critical  and  its 
chief  executive,  Paul  M.  Burns,  were  ac- 
quitted of  the  charges  this  spring,  the 
trial  took  its  toll:  Burns  and  two  other 
founders  resigned.  And  Critical,  which 
lost  $8.3  million  on  sales  of  $31.3  million 
in  1990,  is  now  in  new  hands. 

By  their  very  nature,  BUSINESS 
week's  Hot  Growth  elite  can  be  an 
ephemeral  lot.  They  burst  on  the  scene 
hke  supernovas,  burning  brightly.  Many, 
like  Autodesk  Im  ,  which  held  on  to  a 
No.  1  ranking  for  two  years  running, 
keep  soaring  until  they  outgrow  the 


systems.  The  company  scored  big  with 
the  bull  market  of  the  1980s,  when  get- 
ting information  first  was  at  a  premium. 

But  V  Band's  fortunes  faded  along 
with  the  Dow  following  the  1987  stock- 
market  crash.  Sales  sank  66%  over  the 
last  three  years,  to  $18.6  million  last 
year.  Chairman  Thomas  E.  Fell  admits 
the  industry's  contraction  was  much 
greater  than  V  Band  anticipated.  And 
despite  the  stock  market's  recent  surge, 
the  financial-services  industry  continued 
to  restructure,  forcing  V  Band  to  endure 
two  years  of  losses. 

Other  companies  try  to  grow  too 
quickly.  PC-based  computer  games  such 
as  Chessmaster  2000  and  Life  and  Death 


The  new  management  at  Critical  I 
dustries  plans  to  reignite  growth  by  c 
versifying  into  other  environmental  i 
dustries,  such  as  water  purification.  At 
small,  fast-growing  company,  "yc 
aren't  doomed  to  failure,"  says  David 
Birch,  who  now  heads  a  small  marketir 
company  and  taught  about  the  fas  tua 
growth  phenomenon  while  at  Massach 
setts  Institute  of  Technology.  "You 
doomed  to  big  ups  and  downs,  a  life 
roller  coasters."  That's  a  notion  that  i 
vestors  in  small  growth  compani< 
should  keep  in  mind,  too. 

By  Bruce  Hager  iyi  Neiv  York,  wi 
Richard  Brandt  in.  San  Francisco  ai 
bureau  reports 


.'::!ri, 

m 


ttlED 


84  BUSINESS  WEEK/MAY  27,  1991 


COVER  ST' 


r 


THE  BEST  SMALL  COMPANIES 


<vin  a  position  in  this  table,  a  company 
t  excel  in  three  ways.  The  selection  pro- 
begins  by  ranking  companies  according 
their  three-year  results  in  sales  growth, 
lings  growth,  and  return  on  invested  copi- 
The  ranks  that  appear  in  the  table  ore 
uloted  from  these  numbers.  A  company's 
posite  rank  is  the  sum  of  0.5  times  its 
;  in  return  on  total  capital,  plus  0.25  times 
1  of  its  growth  ranks, 
tandard  &  Poor's  Compustat  Services  Inc., 
:h  has  computerized  financial  data  on 
)0  publicly  traded  corporations,  provided 
pool  of  componies  from  which  winners 
s  selected.  To  qualify,  a  company  has  to 
3  annual  soles  ot  less  than  $150  million,  a 


current  market  value  greater  than  $1  million, 
a  current  stock  price  greater  than  $1,  and  be 
actively  traded.  Banks,  insurers,  real  estate 
firms,  and  utilities  are  excluded.  So  are  com- 
panies with  sharp  declines  in  current  financial 
results. 

Sales  and  earnings  are  latest  available 
through  the  most  recent  12  months.  Earnings 
include  net  income  from  continuing  operations, 
before  gains  or  losses  from  extraordinary 
items. 

Increases  in  sales  and  profits  are  calcu- 
lated using  the  least-squares  method.  If  results 
for  the  earliest  year  are  negative,  the  average 
is  for  two  years. 

Return  on  capital  is  earnings  plus  minority 


interests  and  tax-adjusted  interest  expense  ex- 
pressed as  a  percent  of  total  debt  and  equity. 
For  ranking  purposes,  the  maximum  allowable 
annual  return  on  invested  capital  is  100%.  If 
companies  have  mode  substantial  accounting 
restatements,  long-term  returns  may  be  aver- 
aged for  two  years  instead  of  three  years. 

Time  periods  vary  according  to  the  month 
of  0  company's  fiscal  yeorend.  Profitability 
and  growth  are  calculated  through  the  most 
recent  fiscal  year. 

Stock  price  data  are  as  of  May  10,  1991. 
A  •  indicates  that  a  company  also  appeared 
in  last  year's  rankings  (BW — May  21,  1990). 
An  alphabetical  index  of  the  companies  ap- 
pears at  the  end  of  the  table. 


>MPANY  (STOCK  SYMBOL) 

CURRENT  RESULTS 

THREE-YEAR  AVERAGES 

INVESTMENT  DATA 

STOCK  PRICE 

MARKET 

SALES 
$MIL 

EARNINGS 
SMIL 

INCREASE  (%| 
SALES  PROFITS 

RETURN  ON 
CAPITAL 

52  WEEK 
HIGH  LOW 

RECENT 

P/E 
RATIO 

VALUE 
SMIL 

INTEGRATED  WASTE  SERVICES  (IWSI)  Buffalo  7 1 6-852-2345 
They'll  haul  it  away  and  dispose  of  it — as  long  as  it  isn't  hazardous 

23.8 

1.9 

150.9 

166.7 

41.1 

11 

—  5 

1  1 

30 

61 

KNOWUDGEWARE  (KNOW)  Atlanta  404-23 1  -8575 

Programmers  use  its  software  to  help  them  develop  their  own  software 

106.3 

13.7 

86.7 

120.3 

58.6 

43 

—  10 

33 

30 

372 

SCORE  BOARD  (BSBL)  Cherry  Hill,  N.  J.  609-354-9000 
Saseball  cards  are  their  game.  Plus  other  sports  memorabilia 

33.4 

2.8 

246.3 

294.7 

29.9 

16 

—  5 

13 

14 

35 

CISCO  SYSTEMS  (CSCO)  Menio  Park,  Calif.  4 1 5-326- 1 94 1 
Helps  your  computers  to  reach  out  and  touch  each  other 

148.2 

34.6 

273.4 

489.4 

28.9 

33 

—  10 

31 

28 

848 

DIGI  INTERNATIONAL  (DGII)  Eden  Prairie,  Minn.  61 2-922-8055  • 
Hardware  and  software  that  lets  micros  and  PCs  host  bunches  of  terminals 

30.7 

6.5 

82.9 

121.7 

41.2 

21 

—  5 

18 

22 

138 

DRCA  MEDICAL  (DRC)  Houston  7 1 3-439-75 1 1 

Helps  folks  who  were  hurt  on  the  job  get  back  in  working  trim 

8.2 

1.1 

68.9 

145.9 

37.9 

12 

—  3 

8 

36 

39 

SCIMED  LIFE  SYSTEMS  (SMLS)  Maple  Grove,  Minn.  61 2-420-0700 
How  can  you  mend  a  broken  heart?  With  their  catheters  and  oxygenators 

111.8 

28.8 

103.9 

170.7 

30.5 

53 

—  20 

49 

25 

708 

MYLEX  (M YLX)  Fremont,  Calif.  4 1 5-683-4600 

Sells  system  boards,  local-area  network  and  disk  controllers 

53.0 

4.0 

87.9 

137.6 

32.9 

7 

—  1 

7 

19 

70 

DIGITAL  SYSTEMS  iNTL(DGTL)  Redmond,  Wash.  206-881-7544 

Its  Voicelink  dialer  connects  when  a  person — not  a  recording — answers 

43.9 

8.4 

106.3 

1 1 1.9 

37.3 

24 

—  10 

17 

18 

149 

CAMBEX  (CBEX)  Waltham,  Mass.  6 1 7-890-6000 

Your  IBM  mainframe  needs  more  memory?  Cambex  will  upgrade  it 

33.7 

4.7 

32.6 

127.7 

77.1 

18 

—  4 

13 

12 

43 

SOUTHERN  ELECTRONICS  (SECX)  Tucker,  Go.  404-491-8962 
Distributes  PCs,  peripherals,  and  cellular  phone  products  wholesale 

134.5 

4.1 

56.6 

77.1 

50.2 

1 1 

—  7 

11 

8 

29 

COGNEX  (CGNX)  Needham,  Mass.  6 1 7-449-6030 

The  best  bean-counter  is  a  fast  one:  industrial  machine-vision  systems 

25.2 

7.2 

54.5 

175.6 

33.0 

51 

—  19 

45 

27 

182 

AMERICAN  POWER  CONVERSION  (APCC)  Peace  Dole,  R.  1.  40 1  -789-5735 
Computer  power  systems  and  surge  protectors 

•  65.2 

10.0 

94.8 

111.5 

32.7 

23 

—  10 

19 

21 

203 

TETRA  TECHNOLOGIES  (TTRA)  The  Woodlands,  Tex.  7 1 3-367- 1 983 
Specialty  chemical  recycling  and  waste  treatment 

61.1 

7.2 

31.9 

125.6 

46.6 

22 

—  9 

18 

29 

197 

TSENG  LABORATORIES  (TSNG)  Newtown,  Pa.  2 1 5-968-0502  • 
Gussies  up  computers  with  add-on  enhancement  boards,  graphics  chip  sets 

47.1 

7.8 

50.7 

89.5 

42.8 

11 

—  2 

9 

21 

166 

ALLIED  CLINICAL  LABORATORIES  (ACLB)  Nashville  61 5-320-2283 
Their  medical  lobs  run  tests  for  doctors,  hospitals,  and  industry 

81.4 

4.4 

24.6 

467.7 

39.1 

24 

—  8 

20 

30 

137 

K  MED  CENTERS  (KMED)  Irving,  Tex.  21 4-255-5533 
Operates  medicol  imaging  centers 

3.9 

1.2 

127.1 

114.4 

28.5 

2 

—  1 

1 

3 

4 

CIRRUS  LOGIC  (CRUS)  Milpitos,  Calif.  408-945-8300 
Designs  and  mokes  semiconductors  for  computer  peripherals 

141.8 

18.8 

146.7 

115.2 

27.7 

24 

—  8 

18 

15 

263 
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COMPANY  (STOCK  SYMBOL) 

CURRENT  RESULTS 

'mREE-YEAR  AVERAGES 

INVESTMENT  DATA 
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$  Ml 

19  IMTL  AIRLINE  SUPPORT  GROUP  (lASG)  Miami  305  593  2658 
Sells  airplanes  and  parts  to  you  or  to  your  airline 

19.6 

1.4 

81.8 

170.2 

26.2 

4—  2 

3 

8 

K 

2i)  SULLIVAN  DENTAL  PRODUCTS  (SULL)  West  Allis,  Wis.  4 1 4-32 1  -8881 
Gets  supplies  and  equipment  to  dentists  all  across  the  country 

52.8 

2.6 

44.0 

96.1 

41.2 

26—  13 

24 

33 

8; 



2 1  PHARMACY  MANAGEMENT  SERVICES  (PMSV)  Tampa  8 1 3-626-7788 
Their  advice  helps  workers-comp.  insurers  contain  medical-claim  costs 

65.9 

2.2 

81.9 

76.2 

32.0 

19—5 

12 

44 

io; 



22  K-SWISS(KSWS)  Pacoima,  Calif.  818-897-3433 

Tennis,  basketball,  hiking,  volleyball:  Footwear  for  fitness  freaks 

108.1 

8.1 

45.4 

62.8 

48.2 

30  —  1 1 

25 

19 

}5i 

23  GRAND  VALLEY  GAS  (G  VGC)  Salt  Lake  City  80 1  -532-7526 
The  vapor  chase:  Buying  and  selling  natural  gas 

104.7 

3.5 

23.3 

95.9 

49.8 

9—  2 

9 

16 

4S 

24  MATRIX  SERVICE  (MTRX)  Tulsa  9 1 8-838-8822 

It  builds  oil  tanks  and  does  routine  maintenance  on  refineries 

68.1 

4.0 

86.9 

101.0 

27.1 

21—8 

21 

37 

16- 

25  NOVELLUS  SYSTEMS  (NVLS)  San  Jose,  Calif.  408-943-9700 
Sells  and  services  advanced  semiconductor-making  systems 

70.6 

14.8 

168.0 

134.9 

22.7 

27—8 

24 

22 

31S 

26  UTAH  MEDICAL  PRODUCTS  (UTMD)Midvale,  Utah  80 1-566- 1200  • 
New  moms  and  critical-core  patients  depend  on  their  hospital  instruments 

25.4 

4.6 

45.3 

1 14.3 

32.3 

21  —  8 

19 

32 

14 

27  DEVLIEG-BUILARD(DVLG)  Nashville  6 15-383-7892 

Holding  company  with  several  units  in  the  machine-tool  industry 

90.2 

5.2 

22.3 

81.1 

48.8 

7—  2 

3 

8 

4( 

28  MICROGRAFX(MGXI)  Richardson,  Tex.  214-234-1769 
Designs  graphics  software  for  IBM-compatible  PCs 

25.6 

3.6 

68.3 

50.8 

33.4 

32—  14 

19 

23 

9( 

29  BENCHMARK  ELECTRONICS  (BHEICIute,  Tex.  409-265-0991 
Circuit  boards  ore  their  business,  assembling  and  sole 

21.5 

2.0 

52.6 

65.7 

36.5 

9—4 

8 

1 1 

2( 

.30  SUPERIOR  TEIETEC(STT)  Atlanta  404-953-8338  • 
Copper  and  fiber-optic  cable  for  telephone  companies 

148.3 

6.8 

20.7 

86.4 

46.6 

8—4 

6 

8 

a: 

I 

31  BMC  SOFTWARE  (BMCS)  Sugar  Land,  Tex.  7 13-240-8800  • 
Develops  and  markets  software  for  mainframes 

139.5 

31.4 

50.2 

62.2 

35.5 

44—18 

39 

31 

94 

32  LINDSAY  MAHUfACTURING(LINZ)  Lindsay,  Neb.  402-428-2131  • 
Its  whirling  sprinklers  spread  water  on  arid  farmland 

99.1 

8.5 

23.6 

76.8 

42.7 

32—12 

28 

10 

8< 

33  IPL  SYSTEMS  (IPLSA)Waltham,  Mass.  6 17-890-6620  • 

Their  storage  and  memory  add-ons  add  muscle  to  IBM's  midrange  systems 

43.0 

8.0 

74.6 

69.8 

28.4 

28—  7 

24 

16 

12 

1 

.34  THREE-FIVE  SYSTEMS  (TFSY)  Phoenix  602-496-0035 

LCD  and  LED  displays,  standard  and  custom,  for  a  wide  range  of  customers 

19.5 

0.8 

24.8 

58.9 

41.5 

3—  1 

3 

1 1 

< 

35  MESA  MEDICAL  (MSMD)  Wheat  Ridge,  Colo.  303-43 1  -4474 
Its  meters  monitor  dialysis  machines 

3.5 

0.9 

62.0 

210.4 

21.2 

4—  1 

4 

20 

i; 

.%  BALLARD  MEDICAL  PRODUCTS  (BMED)  Draper,  Utah  80 1-572-6800  • 
Take  a  deep  breoth:  Medical,  mainly  respiratory,  devices 

33.9 

7.2 

43.8 

87.6 

29.5 

39—15 

39 

45 

32: 

37  ULTRA  PAC  (UPAC)  Rogers,  Minn.  6 1 2-428-8340 

They  earn  their  bread  by  making  bakery-packaging  products 

1 1.6 

0.8 

103.8 

136.0 

20.2 

7—  1 

7 

23 

i< 

3S  XILINX  (XLNX)  San  Jose,  Calif.  408-559-7778 

Manufactures  semiconductors  and  associated  software 

97.6 

15.9 

89.2 

133.6 

20.3 

26—  10 

23 

32 

50< 

39  UNIVERSAL  INTERNATIONAL  (UNIV)  New  Hope,  Minn.  61 2-533- 11 69 
From  toys  to  dog  food  to  carpets,  they  distribute  it  wholesale 

45.4 

1.6 

54.9 

85.0 

25.6 

10—  5 

9 

15 

3 

40  DATAFLEX(DFLX)Edison,N.  J.  201-321-1100  • 

Little  Blue?  Wholesales  computers  and  software,  mainly  IBM  products 

92.6 

4.5 

59.6 

128.5 

22.0 

15—  5 

13 

10 

a: 

41  OUIKSIlVER(QUIK)CostaMesa,  Calif.  714-645-1395  • 

Cowabunga!  Beochweor  and  sportswear  for  men,  boys,  and  juniors 

89.0 

9.3 

44.9 

61.6 

30.7 

30—7 

12 

8 

7: 

12  SYSTEM  SOFTWARE  ASSOCIATES  (SSAX)  Chicago  3 12-64 1-2900  • 
Manufacturing  and  distribution  applications  using  IBM  midrange  systems 

129.6 

17.1 

58.5 

72.1 

25.7 

37—  13 

17 

12 

19i 

43  GB  FOODS  (GBFC)  Anaheim,  Calif.  7 1 4-632-8 1 44 

Search  tor  tamole:  Franchises  California's  Green  Burrito  fast-food  joints 

5.9 

0.3 

275.6 

330.5 

13.2 

4—  1 

4 

33 

i: 

44  HANDEX  ENVIRON.  RECOVERY  (HAND)  Morganville,  N.  J.  201-536-8500 
Handling  hazardous  waste  with  kid  gloves 

•  41.2 

6.1 

66.6 

96.0 

23.1 

27—  13 

24 

26 

16; 

45  ENTERTAINMENT  PUBLISHING  (ENT)  Troy,  Mich.  3 1 3-637-8406 

Produces  books  of  discount  coupons.  Nonprofits  use  'em  as  tund-roisers 

95.2 

11.1 

17.1 

10.9 

62.3 

30—  19 

27 

14 

u: 

46  HORSS^EAB  RESOURCE  (HHRD)  Palmerton,  Pa.  2 1 5-826-87 1 6 

Doing  something  (or  the  environment — including  hazardous-waste  recycling 

54.7 

19.8 

42.1 

79.9 

28.8 

22—6 

14 

24 

491 

47  r  MEDICAL  (TSQM)Alpharetta,Ga.  404-442-2160  • 

Ambulatory  and  in-home  providers  of  intravenous  treatments 

97.4 

21.1 

151.5 

150.8 

16.6 

58—  17 

45 

32 

68( 
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Just  Remember, 
Y)u're  Here  On  Business. 


Who  says  work  can't  be 
enjoyable? 

When  you  stay  at  any  of 
41  Omni  Hotels  Worldwide, 
you'll  find  every  conven- 
ience for  doing  business. 
Including  the  best  business 
locations.  But  you'll  also 
find  everything  required  for 
pleasant  living.  Like  big, 
comfortable  rooms,  gourmet 


dining  and  gracious,  atten- 
tive service. 

Plus  as  a  Select  Guest 
Club  member,  you  can 
enjoy  additional  privileges 
such  as  priority  room  avail- 
ability, accommodation 
upgrades,  evening  turn-down 
service,  complimentary  coffee 
and  the  morning  paper  deliv- 
ered with  your  wake-up  call. 


express  check-out  and  more. 

Everything  you'll  need  to 
conduct  your  business  and 
rejuvenate  your  spirit.  All 
for  less  than  you'd  expect 
from  an  Omni  Hotel. 
So  next  time  you  set  out 
business,  remember 


on 


Omni  Hotels.  Then  we'll 
do  our  best  to  make  you 
forget  why  you're  here. 


Omni  Hotels 

For  Reservations  Call  "\bur  Travel  Agent  Or 


1-800.THE-OMNI 


Stay  At  An  Omni  Hotel  In: 

Atlanta,  OA 
Baltimore,  MD 

Boston,  MA 
Chapel  Hill,  NC 
Charleston,  SC 
Charlotte,  NC 
Charlottesville,  VA 
Chicago,  IL 
Cincinnati,  OH 
Dallas,  TX 
Detroit,  MI 
Durham,  NC 
Ev  anston,  IL 
Indianapolis,  IN 
Jacksonville,  FL 
Lake  George,  NY 
Memphis,  TN 
Miami,  FL 
Minneapolis,  MN 
New  Orleans,  LA 

New  York,  NY 
Newport  News,  VA 
Norfolk,  VA 
Orlando,  FL 
Philadelphia,  PA 
Providence,  RI 
Richmond,  VA 
San  Diego,  CA 
San  Mateo,  CA 
Tampa,  FL 
Virginia  Beach,  VA 
Wiishington,  DC 
Cancun,  Mexico 
Ixtapa,  Mexico 
Hong  Kong 
Singapore 

Where  You  Want  To  Be 
When  You  HaveTo  Be  Aum 


I'-Wl  Omni  H..II-K 


Ahlan  Wasahlan 
Resolutely. 


A commitment  to  service  that  never  wavers  in  the  face  of  adversity. 
World  events  have  given  us  our  "ups"  and  "downs"  but  have  never  stopped 
our  take-offs  and  landings. 

We  make  it  a  point  to  keep  our  flights  going,  no  matter  how  difficult  the 
circumstances.  When  we  invite  you  to  "Fly  Saudia",  it's  not  a  mere  empty 
gesture.  It's  a  promise  that  we  keep. 


audia 

SAUDI  ARABIAN  AIRLINES 
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SMIL 

LASERSCOPE(LSCP|  San  Jose,  Calif.  408-943-0636 
Designs  and  makes  an  array  of  medical  and  surgical  lasers 

60.5 

7.7 

1 15.6 

710.6 

12.6 

32 

13 

13 

1  1 

82 

RAINBOW  TECHNOLOGIES  (RNBO)  Irvine,  Calif.  714-454-2100  • 
Outsmarting  software  pirates  is  ttieir  business 

14.9 

2.1 

73.4 

74.2 

23.1 

14 

5 

12 

23 

45 

PENTECH  INTERNATIONAL  (PNTK)  Edison,  N.  J.  201-287-6640  • 
Those  newfangled  pens,  pencils,  staplers?  Tfiey  invent  and  sell  them 

30.4 

4.0 

42.9 

61.8 

29.6 

9 

4 

8 

24 

87 

BEAUTICONTROL  COSMETICS  (BUT!)  Carrollton,  Tex.  214-458-0601 
Sitting  pretty  with  cosmetics  manufacturing  and  marketing 

53.8 

6.0 

29.7 

43.4 

33.6 

25 

14 

23 

19 

109 

ALLOU  HEALTH  &  BEAUTY  (ALU)  Brentwood,  N.  Y.  516-273-4000 
Distributor  of  health  and  beauty  aids  to  retail  outlets 

83.9 

1.2 

19.0 

39.6 

41.2 

4 

2 

4 

8 

9 

ALTERA(ALTR)SanJose,  Calif.  408-984-2800  • 
Programmable  logic  devices  and  associated  development  tools 

84.2 

14.0 

55.9 

115.1 

21.9 

20 

— 

8 

16 

23 

315 

SEVENSON  ENVIRON.  SVCES.  (SEVN)  Niagara  Falls,  N.  Y.  7 1 6-284-043 1 
Yuck,  yuck,  and  away!  Transports  and  disposes  of  hazardous  waste 

83.5 

8.9 

58.1 

69.1 

23.5 

22 

— 

9 

21 

16 

139 

SERV-TECH  (STEC)  Houston  7 1 3-644-9974  • 

Keeping  the  petrochemical  industry's  towers  and  tanks  spick-and-span 

52.3 

3.8 

66.4 

215.5 

15.9 

19 

— 

9 

18 

21 

77 

WET  SEAL  (WTSLA)  Irvine,  Calif.  7 1 4-583-9029 

Women's  active-weor  stores  in  California,  Florida,  Hawaii,  and  Nevada 

107.4 

7.2 

53.8 

122.7 

20.8 

19 

— 

7 

13 

19 

153 

TIDE  WEST  OIL  (TIDE)  Hoidenville,  Okla.  405-379-5417 
They  dig  that  oil  and  gas — mostly  in  Oklahoma  and  Texas 

4.7 

1,3 

41.1 

43.9 

28.9 

3 

— 

1 

2 

16 

21 

NETWORK  GENERAL  (NETG)  Menio  Park,  Calif.  4 1 5-688-2700  • 
Troubleshooting  software  for  local-  and  wide-area  networks 

44.6 

7.3 

1 10.6 

108.2 

17.5 

15 

— 

4 

8 

16 

115 

LAnia  SEMICONDUCTOR  (LSCC)  Hillsboro,  Ore.  503-68 1-0118 
Programmable  devices  that  help  get  computers  up  to  speed 

64.5 

10.3 

67.3 

1 15.2 

19.5 

17 

— 

5 

1 1 

12 

121 

lANDAUER  (LDR)  Glenwood,  III.  708-755-7000 

Their  devices  measure  radiation  in  workplaces  such  as  hospitals  and  labs 

26.3 

7.1 

14.5 

18.7 

38.3 

35 

— 

22 

35 

21 

147 

EASEL  (EASL)  Burlington,  Mass.  61 7-22 1  -2 1 00 

Greases  the  wheels  of  commerce  with  software  for  business  applications 

18.8 

2.4 

75.3 

145.5 

15.6 

25 

— 

7 

20 

43 

98 

CASCADE  INTERNATIONAL  (KOSM)  Boca  Raton,  Flo.  407-338-8278  • 
Step  out  with  their  cosmetics,  perfumes,  and  apparel 

58.8 

9.5 

45.5 

43.9 

27.0 

9 

— 

2 

9 

18 

169 

SURGICAL  CARE  AFFILIATES  (SCAF)  Nashville  61 5-385-3541  • 
They've  got  33  outpatient  surgery  centers,  a  diagnostic  lob,  and  an  HMO 

133.8 

13.1 

52.6 

103.0 

21.1 

33 

— 

1 1 

32 

57 

711 

BIOMEDICAL  DYNAMICS  (BMDQ  Burnsville,  Minn.  612-894-7523 
Gone  with  the  bin:  Disposable  medical  products 

7.0 

0.7 

62.5 

188.2 

13.4 

6 

— 

2 

6 

41 

29 

VICOR  (VICR)  Andover,  Mass.  508-470-2900 

Their  converters  match  electrical  currents  to  your  computer's  needs 

41.5 

6.4 

44.4 

69.0 

24.0 

34 

— 

9 

34 

50 

273 

INTEGRATED  SYSTEMS  (INTS)  Santo  Clara,  Calif.  408-980-1500 
Engineering-simulation  software.  NASA  uses  it  for  space-station  design 

18.9 

3.9 

47.4 

56.2 

24.0 

17 

— 

7 

16 

33 

129 

MAXIM  INTEGRATED  PRODUCTS  (MXIM)  Sunnyvale,  Calif.  408-737-7600  • 
Semiconductors  for  medical,  industrial,  and  military  uses 

70.3 

9.5 

51.6 

160.5 

16.8 

18 

— 

8 

17 

24 

207 

SANIFILL  (FIL)  Houston  7 1 3-865-9800 

Waste-watchers  who  build  and  maintain  nonhazardous  landfills 

39.6 

7.7 

25.6 

57.9 

27.1 

33 

— 

14 

25 

32 

247 

SOFTWARE  DEVELOPERS  (SDEV)  Hingham,  Mass.  617-740-0101 
Developing  and  selling  software  that  helps  you  write  software 

33.0 

0.7 

66.9 

43.2 

22.3 

11 

— 

2 

4 

1 1 

7 

WHITING  PETROLEUM  (WPCO)  Denver  303-837- 1 66 1 
Acquisition  and  operotion  of  oil-and-gos-producing  properties 

8.2 

3.0 

61.3 

125.3 

16.5 

3 

— 

2 

2 

6 

18 

0. 1.  (OICO)  College  Station,  Tex.  409-690- 1711  • 

Its  instruments  detect  and  analyze  air,  water,  and  soil  pollutants 

16.1 

1.5 

44.8 

75.0 

22.6 

10 

— 

4 

10 

23 

33 

MICRO  HEALTHSYSTEMS  (MCHS)  West  Orange,  N.  J.  20 1  -73 1  -9252 
Computer  software  and  management  services  for  hospitals 

9.8 

1.7 

34.1 

158.7 

19.8 

26 

— 

5 

17 

46 

68 

TRANSMEDIA  NETWORK  (TMNI)  Miami  305-892-3300 

Dinner  anyone?  Their  cords  get  you  a  25  %  discount  at  700  restaurants 

9.9 

0.9 

56.7 

197.1 

12.5 

9 

1 

8 

19 

18 

ATRIX  LABORATORIES  (ATRX)  Fort  Collins,  Colo.  303-482-5868 

They  put  their  money  where  your  mouth  is:  R&D  on  periodontal  treatment 

2.6 

0.2 

53.7 

98.3 

20.1 

10 

3 

8 

155 

42 

MEDICAL  IMAGING  CENTERS  (Ml KA)  Son  Diego  619-560-01 10 

One  of  the  largest  independent  providers  of  diognostic  imaging  services 

89.0 

6.8 

133.7 

65.5 

16.9 

15 

9 

12 

18 

133 

QUESTA  OIL  &  GAS  (QUES)  Tulsa  9 1 8-494-6055 

1.8 

0.8 

31.8 

202.7 

18.1 

2 

1 

2 

2 

2 

They  hunt  for  oil  and  gas  and  produce  what  they  find 
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SIERRA  TUCSON  (STSN)  Tucson  602-792-5800  ^S) 

Treatment  center  for  alcoholism,  chemical  dependency,  and  mental  illness 


31.5 


6.6 


60.3  114.7 


16.5 


26- 


25 


26 


16^ 


78  IASTINAl(FAST)Winona,  Minn.  507-454-5374  • 

A  strong  grip  on  fastening  hardwore  for  home  and  industry 


53.9 


6.3 


36.9  53.0 


24.1 


29—  12  21 


31 


19^ 


79  TECHNALYSIS  (TECN)  Minneopolis  6 1 2-925-5900  • 

These  folks  make  house  calls — creating  custom,  on-site  business  programs 

20.0 

2.2 

13.7 

17.6 

31.5 

15  — 

7 

12 

12 

r 
2^ 

80  TERRAM0(TRNO)Lincoln,  Neb.  402-483-7831  • 

Keeping  tabs  in  the  lab:  Creating  software  used  in  hospitals 

7.1 

0.8 

31.1 

53.2 

25.3 

3  — 

1 

3 

16 

12 

81  CBIMEDICAI(CBLM)  Los  Angeles  213-384-8200  • 
Provides  TLC  for  medical  centers  by  managing  them 

6.6 

0.9 

31.7 

49.3 

25.6 

6  — 

1 

5 

10 

7 

82  50-OfF  STORES  (FOFF)  Son  Antonio  5 12-653-8000  • 

Twice  as  nice  at  half  the  price:  Clothes,  housewares,  cosmetics 

78.1 

2.8 

35.1 

125.2 

19.7 

16  — 

3 

15 

27 

8C 

83  SEITEI(SEI1  Houston  7 13-558- 1990  • 

Big  bongs  for  Big  Oil:  Seismic  data  (from  explosions)  that  aid  drillers 

26.2 

5.5 

48.0 

108.9 

19.1 

17  — 

8 

14 

13 

71 

84  BCSSYSTEMS(BGSS)Waltham,  Moss.  617-891-0000  • 
Software  for  managing  and  evaluating  computer  systems 

22.3 

5.1 

13.0 

52.3 

28.3 

32  — 

14 

26 

16 

79 

85  KAMEHSTEIM(M.)(MKCO)  White  Plains,  N.  Y.  914-948-2290 
Helpful  housewares  from  its  own  plant  and  from  around  the  world 

37.4 

2.5 

22.7 

210.9 

18.1 

8  — 

3 

8 

8 

19 

86  RIGHT  MANAGEMENT  CONSULTANTS  (RMCI)  Philodelphia  2 1 5-988- 1 588 
The  right  people  for  the  right  jobs:  Outplacement  for  executives 

39.4 

2.7 

32.1 

258.4 

15.1 

19  — 

6 

19 

18 

45 

87  SIERRA  0N-llNE(SIER)Oakhurst,  Calif.  209-683-4468  • 
Major  manufacturer  and  publisher  of  entertainment  software 

29.5 

5.5 

35.1 

56.1 

22.9 

28  — 

9 

23 

16 

82 

88  CHEMICAL  FABRICS  (CMFB)  Merrimack,  N.  H.  603-424-9000 
Industrial  fabrics  for  extreme  environments 

51.0 

4.6 

19.7 

185.5 

18.2 

29  — 

18 

25 

27 

113 

89  VITAL  SIGNS  (VlTL)Totowa,  N.  J.  201-790-1330 
Anesthetic  and  respiratory  devices  for  critical  care 

43.0 

6.2 

25.4 

43.4 

25.2 

22  — 

9 

19 

31 

199 

90  ELECTRONIC  ARTS  (ERTS)  San  Mateo,  Calif.  4 1 5-57 1-7171 

Slam-dunk!  Video  games  including  'Lakers  vs.  Celtics  in  the  NBA  Playoffs' 

101.8 

9.1 

25.4 

87.6 

21.9 

24  — 

6 

23 

26 

220' 

91  FAIR  GROUNDS  (FGNO)  New  Orleans  504-944-55 1 5 

They're  off!  The  Big  Eosy's  Thoroughbred  track  packs  the  railbirds  in 

29.7 

1.2 

17.6 

89.3 

22.2 

25  — 

22 

22 

9 

10: 

92  SUNDOWNER  OFFSHORE  SERVICES  (SOSI)  Houston  7 1 3-868- 1 294 

Repairing  and  servicing  oil  and  gas  wells — but  only  in  the  Gulf  of  Mexico 

14.9 

1.5 

50.2 

29.9 

21.9 

14  — 

6 

9 

15 

29 

9.3  CENTEX  TELEMANAGEMENT  (CNTX)  San  Francisco  41 5-882-2300 

Wondering  who  to  coll?  They  manage  telecommunications  for  businesses 

122.7 

10.5 

48.1 

42.9 

21.3 

38  — 

18 

33 

31 

309 

94  PUROFLOW  (PUROEl  Santa  Monica,  Calif.  2 1 3-450-6461 
Clean  water  is  the  gome  here:  ruriticotion  systems 

10.8 

1.1 

19.0 

69.7 

22.3 

8  — 

4 

8 

28 

24 

95  PLAINS  PtTROUUM(PLP)Lakewood,  Colo.  303-969-9325  • 
From  the  Gulf  Coast  to  the  Rockies,  drilling  for  oil  ond  natural  gas 

52  1 

17.7 

24.8 

37.0 

23.6 

36  — 

23 

30 

16 

290 

9h  CONFERTECH IHTERNATIONAL  (CFER)  Golden,  Colo.  303-237-51 51 
Provides  audio  teleconferencing  equipment  and  services 

17.5 

1.2 

66.3 

38.2 

19.0 

7  — 

2 

6 

18 

18 

97  KEANE(KEA)  Boston  61 7-241 -9200  • 
Tailor-made  software  for  large  corporations 

93.6 

5.5 

28.8 

73.8 

20.7 

19  — 

13 

18 

16 

85 

98  BRIDGFORD  FOODS  (BRID)  Anaheim,  Calif.  714-526-5533 
Meat  grinders  who  make  dough,  deli  foods,  frozen  breads 

87.5 

4.0 

14.9 

34.3 

24.9 

21 

10 

17 

27 

107| 

99  ALDUS  (ALDC)  Seattle  206-622-5500  • 

Designs  poge-makeup  software  for  desktop  publishers 

149.8 

26.2 

46.1 

40.5 

20.6 

60-- 

20 

49 

28 

694 

1  ( 10  S2  GOLF  (GOLF)  Fairfield,  N.  J.  20 1  -227-7783 

Golf  clubs — bogs  and  covers,  too.  Women's  equipment  a  specialty 

7.9 

0.2 

79.1 

18.8 

15.4 

3  — 

1 

2 

75 

13 

AlPHABETICAL  INDEX 
Of  COMPANIES 

The  nuiT:i.ier  that  follows 
each  company  name 
indicates     i  anl<ing 
in  the  table 


Aldus  99 

AlI.ed  Clinicol  Lobs  16 
Allou  Health  52 
Altera  53 
American  Power  13 
Atrix  Loborotones  74 
Bollord  Medicol  36 
BeoutiControl  SI 
Benchmork  Elec  29 
BGS  Systems  84 
Biomedical  Dynomics  64 
BMC  Software  31 
Bridgford  Foods  98 
Combe«  10 

Coscade  Internolionol  62 
CBL  Medical  81 
Centex  Telemgmt  93 


Chemical  Fobr.cs  88 
Cirrus  logic  18 
Cisco  Systems  4 
Cognex  12 
ConferTech  Intl.  96 
Oatodex  40 
DeVlieg  Bullord  27 
Digi  International  5 
Digital  Systems  Intl.  9 
DRCA  Medicol  6 
Eosel  61 

Electronic  Arts  90 
Entertoinmenl  PobI  45 
50-Off  Stores  82 
Fair  Grounds  91 
Fastenol  78 
GB  Foods  43 


Grand  Valley  Gas  23 
Hondex  Environmntal44 
Horsehead  Resource  46 
Integrated  Systems  66 
Integrated  Woste  Svcs,  I 
IntI  Airline  Support  19 
IPL  Systems  33 
K  Med  Centers  17 
Komenstein(M.)8S 
Keone  97 
KnowledgeWore  2 
K-Swiss  22 
londouet  60 
Loserscope  48 
Lattice  Semiconductor  59 
Lindsoy  Monufocturing  32 
Molrix  Service  24 


Moxim  Integrated  67 
Medical  Imaging  75 
Mesa  Medicol  35 
Micro  Heolthsystems  72 
Microgrofx  28 
Mylex  8 

Network  General  58 
Novellus  Systems  25 
O,  I-  71 

Pentech  International  50 
Pharmacy  Mgmt  21 
Plains  Petroleum  95 
Purodow  94 
Questo  Oil  &  Gos  76 
Quiksilver4l 
Rainbow  Technologies  49 
Right  Management  86 


S2  Golf  lOO 
Sonifill  68 

SciMed  Life  Systems  7 
Score  Boord  3 
Seitel  83 
Serv-Tech  55 
Sevenson  54 
Sierro  On-line  87 
Sierro  Tucson  77 
Softwore  Developers  69 
Southern  Electronics  1  1 
Sullivan  Dental  Prods  20 
Sundowner  Offshore  92 
Superior  Teletec  30 
Surgicol  Core  Affiliotes  63 
System  Softwore  42 


T'  Medical  47 
Technolysis  79 
Terrano  80 
Tetro  Technologies  1^ 
Three-Five  Systems  3' 
Tide  West  Oil  57 
Transmedio  Network 
Tseng  Laboratories  1  i 
Ultra  Pac  37 
Universal  Internotic 
Utoh  Medicol  Prodi 
Vicor  65 
Vitol  Signs  89 
Wet  Seal  56 
Whiting  Petroleum  70 
Xilinx  38 
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)  1991  ISM  Corp  IBM  and  AS/400  are  registered  trademarks  of  IBM  Cc.  I 


n  ideal  system  for  growing  companies... 


runs  over  9,000  applications,  for  all  kinds  of  businesses 
lets  you  manage  all  your  information  from  a  central  place 
is  easy  to  afford,  easy  to  learn  and  easy  to  expand 
makes  your  investment  in  PCs  worth  more  than  ever 
sets  industry  standards  for  quality  and  customer  satisfaction 
lets  you  focus  on  your  business  instead  of  your  computer 


...is  an  IBM  AS/400. 


llllllllllllllllllllllllllllllllll 
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WEINGARTEN:  "WHY  IS  IT  A  CRIME  IN  AMERICA  TO  BUILD  A  COMPANY,  SELL  YOUR  STOCK,  AND  COME  OUT  AHEAD? 


THE  MAN  BEHIND  THE  MESS 
AT  FIRST  CAPITAL 


m 

Ilk 
ten's 


Robert  Weingarten  bailed  out  before  his  insurance  company  crashed 


The  swift  decline  of  California  insur- 
er First  Capital  Holdings  Corp.  to 
the  brink  of  bankruptcy  has  creat- 
ed a  throng  of  losers.  Stockholders,  no- 
tably Shearson  Lehman  Brothers  Inc., 
which  owned  a  2W<  stake  and  has  taken 
a  $144  million  pretax  writeoff,  face  a 
total  wipeout.  Bondholders  and  lenders, 
notably  Citibank,  on  the  line  for  much  of 
a  $275  million  loan,  may  not  do  much 
better.  Policyholders,  say  regulators,  are 
likely  to  recoup  most  if  not  all  of  their 
money  but  may  have  to  wait  awhile. 

Remarkably,  one  person  escaped  with 
little  financial  damage — Robert  I.  Wein- 
garten, the  very  man  who  founded  the 
comjiany  and  then  loaded  it  up  with  the 
junk  bonds  that  ultimately  brought  it 
down.  He  and  his  family  sold  their  9.5% 
stake  in  First  Capital  to  Shearson  in  No- 
vember, 1988,  for  $37  million.  Weingar- 
len  also  resigned  as  chairman  on  Mar. 


15,  just  before  the  crackdown  by  insur- 
ance regulators,  who  recently  seized  the 
company's  life  insurance  units.  "He  was 
unbelievably  lucky,"  says  one  company 
insider.  "It  was  like  he  was  forced  out  of 
a  building  before  an  earthquake  hit." 

Weingarten's  timely  escape  shouldn't 
surprise  anyone  who  has  followed  his 
roller-coaster  career.  The  Brooklyn-born 
entrepreneur,  age  49,  always  dreamed  of 


hitting  the  big  time.  He  built  First  Caj 
tal  from  scratch  into  an  entity  with  $S 
billion  in  assets.  Yet  his  companies  oftej 
were  starved  for  cash  and  eventual! 
wound  up  sold  or  liquidated.  There  is  ri 
evidence  of  illicit  dealings,  but  Weinga  m  i 
ten  himself  apparently  received  enoug  H] 
to  live  high  on  the  hog.  And  while 
investors  sometimes  took  a  beating,  I 
usually  came  out  whole. 


HOW 

WEINGARTEN 
CAME  OUT 
UNSCATHED 
WHILE 
SHEARSON 
TOOK  THE  HIT 


NOVEMBER,  1988| 


Robert  Weingarten 
and  his  family  sell 
Shearson  Lehman 
Brothers  their  3.36 
million  shares  of  First 
Capital  Holdings  for 


$37  million,  an  85% 
premium  over  the 
market  price. 
Weingarten  remains 
CEO  with  a  $1  million 
annual  salary 


MAY,  1911 


Weingarten's ' 
Palomba  buys 
Group,  FCH's  f 
asset,  for  $n 


DATA:  FIRST  CAPITAL  H  ^ 
CORP  ,  BW  K,  . 
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This  time,  however,  "I  don'l  feel  un- 
ithed,"  Weingarten  says.  He  is  upset 
out  the  harm  to  employees  and  cus- 
Tiers,  he  says,  but  "it's  not  like  I  saw 
;liff  coming  and  turned  away.  Why  is 
a  crime  in  America  to  build  a  compa- 
,  sell  your  stock,  and  come  out 
ead?" 

His  first  major  venture  was  Macro 
immunications  Inc.  in  1971,  which 
long  other  things  bought  Financial 
orld  magazine.  The  Saturday  Renew, 
d  View,  a  cable-TV  magazine.  Wein- 
rten  also  had  a  duplex  apartment  just 
I  Fifth  Avenue,  a  beach  house  in 
uthampton,  N.  Y.,  and  a  chauffeured 
.dillac.  He  rubbed  elbows  with 
leeler-dealers  such  as  Saul  Steinberg, 
ipert  Murdoch,  and  Carl  Lindner. 
Macro,  though,  was  soon  awash  in  red 
c.  Its  biggest  money-loser  was  The 
iurday  Review,  which  Weingarten  fi- 
lly closed  in  1982.  (BUSINESS  WEEK  Edi- 
•-in-Chief  Stephen  B.  Shepard  was  the 
■mew's  editor  at  the  time.)  Badly  short 
capital,  Macro  defaulted  on  a  $750,000 
nk  loan  collateralized  by  The  Satur- 
y  Review  and  partially  guaranteed  by 
eingarten.  To  repay  the  loan,  Weingar- 
1  had  to  sell  Financial  World  in  1983. 
i  says  more  capital  wouldn't  have 
ved  the  Review. 

NK-LOADING.  In  search  of  new  hori- 
tis,  Weingarten  moved  to  Los  Angeles 
d  met  Michael  Milken,  Drexel  Burn- 
m  Lambert  Inc.'s  junk-bond  king, 
ith  the  help  of  junk  financing  from 
Iken,  Weingarten  began  building  a 
w  empire  with  First  Capital.  One  of 
>  first  purchases  was  the  Pilgrim 
oup  Inc.,  a  mutual-fund  firm.  Wein- 
rten's  wife,  Palomba,  a  former  timpa- 
)t  and  music  teacher  and  an  experi- 
ced  Wall  Street  money  manager,  ran 
3  funds. 

In  1985,  Robert  Weingarten  plunged 
;o  insurance  by  acquiring  Richmond 
a.)-based  Fidelity  Bankers  Life  Insur- 
ce  Co.  from  Monarch  Capital  Corp.  for 
5  million.  In  1987,  he  scooped  up  an 
en  bigger  unit,  E.  F.  Hutton  Life, 
sed  in  San  Diego,  which  he  renamed 
rst  Capital  Life  Insurance  Co.  To  at- 
ict  more  customers,  Weingarten  of- 
red  high  yields  on  annuities  and  uni- 
rsal-life  policies.  To  pay  those  yields, 
invested  a  hefty  chunk  of  the  insur- 
ce  companies'  assets  in  junk  bonds. 


Eventually,  ^S'/c  of  First  Capital's  invest- 
ed assets  were  tied  up  in  junk. 

As  First  Capital  grew,  so  did  Weingar- 
ten's  lifestyle.  His  salary  reached  $1  mil- 
lion a  year.  He  polished  his  tennis  game 
on  the  courts  behind  his  Holmby  Hills, 
Calif.,  mansion.  He  and  Palomba  raised 
horses  in  the  Santa  Monica  Mountains, 
and  he  became  a  patron  of  Los  Angeles' 
opera,  ballet,  and  symphony. 

First  Capital's  balance  sheet,  though, 
was  not  quite  as  sumptuous.  California 
insurance  examiners  are  exploring 
whether  the  company  used  questionable 
maneuvers  to  inflate  its  financial  state- 
ments. In  particular,  says  one  source, 
they  are  looking  at  reinsurance  con- 


WEINGARTEN'S  EARLY  SELL-OUT 


FIRST  CAPITAL 
STOCK  PRKE 


FOR  SI  1  PER  SHARE 


E'    I    I    I    I    I    I  I    I    I    I    I    '    I    I  I 

'  SEPT.     JAN.  JAN. 

'88      '89  '90 
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DATA:  BRIDGE  INFOI!MATION  SVSTEMS  INC. 


tracts  held  by  First  Capital's  insurance 
unit.  Insurers  often  transfer  some  of 
their  risk  to  reinsurers  to  reduce  their 
capital  requirements.  Under  scrutiny 
is  some  $60  million  of  First  Capital 
Life  reinsurance  that  regulators  think 
may  have  inflated  capital  without  trans- 
ferring risk  to  the  reinsurer.  Disal- 
lowing that  amount  would  take  a  huge 
bite  out  of  the  insurer's  $107  million  of 
net  worth. 

ENTER  SHEARSON.  Even  SO,  First  Capi- 
tal's fast  growth  strained  the  company 
as  revenues  reached  $726  million  in  1988. 
Weingarten  was  anxious  to  gain  an  equi- 
ty partner  with  deep  pockets.  And 
Shearson,  whose  brokers  have  sold  more 
than  $3  billion  in  First  Capital  products, 
wanted  a  say  in  the  company.  Shearson, 
then  run  by  Peter  Cohen,  injected  $80 
million  in  equity  by  acquiring  a  44% 
stake,  including  3.36  million  shares  from 
the  Weingartens.  Shearson  took  over 


lounces  junk- 
ses  that 
1990  profits, 
rten  resigns  as 
n  but  retains 
lO-a-year 
ig  post 


MAY  10,1991 


California's  insurance 
department  orders 
FCH's  life  insurance 
unit  to  halt  the 
surrender  of  policies. 
Shearson  to  write  off 
$144  million  in  its  now 
worthless  FCH  position 


MAY  13, 1991 


Virginia  regulators 
seize  Fidelity  Bankers 
Insurance.  Citicorp 
and  other  FCH 
creditors  file  to  force 
the  company  into 
bankruptcy 


MAY  14,  1991 


California  seizes  the 
life  insurance  unit 


four  of  First  Capital's  six  board  seats, 
one  of  which  later  went  to  Cohen.  As 
part  of  the  deal,  Palomba  Weingarten 
later  bought  the  highly  successful  Pil- 
grim Group  for  $11.5  million.  Shearson 
declined  comment  on  this  story. 

Some  First  Capital  shareholders  were 
infuriated  because  Weingarten  sold  his 
entire  First  Capital  holding  for  $11  a 
share — an  85%  premium  over  the  market 
price.  That  deal  was  not  offered  to  other 
shareholders.  "When  he  sold  his  stock 
and  left  all  the  rest  of  us  hanging,  emo- 
tions were  running  high,"  says  one  for- 
mer shareholder.  Weingarten  says  he 
even  got  death  threats,  but  defends  the 
sale  as  the  only  deal  Shearson  would 
agree  to.  He  also  said  stock- 
holders got  a  chance  to  cash 
out  at  an  even  better  price 
the  following  summer,  when 
the  stock  moved  above  12. 

In  1989,  the  precipitous 
slump  in  the  junk-bond  mar- 
ket began  afflicting  First 
Capital  as  well  as  many  of 
Drexel's  other  clients.  By 
Mar.  15,  1991,  to  reflect  a 
wave  of  recent  junk-bond  de- 
faults that  hit  its  portfolio, 
the  company  restated  earn- 
ings for  the  fourth  quarter, 
from  a  profit  of  $10.2  million 
to  a  loss  of  $24.7  million. 
But  the  embarrassing  re- 
statement triggered  the  final  confronta- 
tion in  the  long,  tense  relationship  be- 
tween Weingarten  and  Shearson.  "It 
wasn't  an  easy  relationship,"  says  one 
insider.  "There  were  constant  difficulties 
about  the  direction  of  the  company." 
Other  sources  say  Shearson  had  been 
looking  for  a  pretext  to  force  Weingar- 
ten out.  At  one  meeting,  when  Weingar- 
ten threatened  to  leave,  as  he  had  sever- 
al times  in  the  past,  Shearson 
representatives  quickly  accepted  the  res- 
ignation. Shearson  declined  to  comment 
on  the  episode. 

It  has  been  downhill  for  First  Capital 
ever  since.  On  May  10,  California  and 
Virginia  regulators  started  taking  over 
First  Capital's  insurance  operations. 
Citicorp  moved  late  the  same  day  to 
push  the  holding  company  into  involun- 
tary bankruptcy.  To  protect  the  Califor- 
nia insurer  from  bankruptcy  claims. 
State  Insurance  Commissioner  John  Gar- 
amendi  put  it  into  conservatorship  on 
May  14. 

As  for  Weingarten,  he  told  BUSINESS 
WEEK  that  he  plans  to  spend  his  new- 
found leisure  time  riding  horseback  in 
Malibu,  taking  violin  lessons,  and  dab- 
bling in  investments.  He  is  also  auditing 
classes  in  constitutional  law  at  the  Uni- 
versity of  California  at  Los  Angeles. 
With  his  big  windfall  from  Shearson, 
that  may  be  enough. 

By  Kathleen  Kerwin  in  Los  Angeles 
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THROWING  RISK 
TO  THE  WIND 


Insurers  turn  to  cautious  investing.  But  is  that  a  good  idea? 


aniel  P.  Kearney,  former  head  of 
the  Resokition  Trust  Corp.,  re- 
cently joined  Aetna  Life  and 
Casualty  Co.,  which  seemed  to  offer 
a  less  stressful  life.  Yet  as  head  of 
Aetna's  investment  operations,  he 
faces  some  of  the  same  prob- 
lems that  plagued  him  at  the 
federal  thrift-bailout  agen- 
cy, notably  what  to  do 
with  a  lot  of  bum  in- 
vestments. In  1990, 
Aetna  booked  losses 
of  $35  million  on  its 
bonds  and  took  a  $297 
million   hit  in  write- 
downs and  reserves  to 
cover  losses  in  real  estate. 

No  surprise,  then,  that 
Kearney  is  changing 
Aetna's  investment 
strategy.  He's  passing 
up  real  estate  and  junk 
bonds  in  favor  of  less 
risky  investments  such 
as  Treasuries  and  mort- 
gage-backed securities 
While  one  can  sympathize  with  him,  his 
new  preferences  could  damage  Aetna's 
investment  results  and  undermine  its 
competitive  position. 

Kearney  has  plenty  of  company 
(chart).  Such  other  wounded  insurers  as 
Equitable,  Kemper,  and  Travelers  are 
also  pushing  prudence.  These  companies 
are  in  no  danger  of  folding,  but  they've 
been  roundly  criticized  for  their  risky 
holdings.  And  they  know  that  a  conser- 
vative portfolio  is  in  demand  nowadays 
by  skittish  customers.  Some  227'  of  life 
insurers'  $1.4  trillion  in  assets  is  in  real 
estate  and  mortgages,  and  6%  is  in  junk. 
Customers'  fears  intensified  following 
the  mammoth  failures  of  First  Executive 
Corp.'s  and  First  Capital  Holdings 
Corp.'s  junk-heavy  insurance  units. 
'DIFFICULT  CORNER.'  Insurers  aren't 
heartened  by  the  recent  upturn  in  the 
moribund  junk  market  or  by  hints  that 
real  estate  may  be  bottoming  out.  Stan- 
dard &  Poor's  Corp.  forecasts  that  junk 
defaults  will  surge  as  high  as  15%  this 
year,  vs.  8%  in  1990.  Real  estate  reserves 
and  write-offs  by  the  top  25  life  insurers, 
says  S&P,  will  total  $1.1  billion  annually 
for  the  next  three  years.  "These  days. 
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you  can't  be  too  sate,    suvs  kearney. 

Not  necessarily  true.  Less  risk  usually 
means  lower  returns.  If  insurers  move 
too  heavily  into  safer  investments,  ana- 
lysts say,  returns  on  their  annuities 
(now  around  8%),  whole-life  policies  (cur- 
rently 67"),  and  other  life-insurance  prod- 
ucts will  fall  by  about  two  percentage 
points  over  the  next  year.  That  would  be 
good  news  for  insurers'  competitors — 
mutual  funds  and  others  able  to  flaunt 
higher  yields.  Insurers  "could  box  them- 
selves into  a  difficult  corner  by  being 
too  conservative,"  says  John  B.  Kleiman, 
vice-president  at  insurance-research  firm 
Conning  &  Co.  Adds  Northington  Part- 
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ners  Inc.  analyst  William  D.  Bitter 
"They  will  lose  business." 

Analysts  predict  that  insurers'  returi 
on  equity,  now  averaging  15%,  cou' 
plunge  by  a  third  over  the  next  thn 
years.  Ironically,  the  main  reason  insu 
ers  got  into  riskier  investments  in  tl 
1980s  was  pressure  from  competitors. 

A  further  irony  is  that  the  safe  h; 
vens  targeted  by  insurers  may  not  I 
that  safe  after  all.  Unlike  real  estat 
bonds  and  mortgage-backed  securiti 
are  acutely  vulnerable  to  interest-ra' 
fluctuations.  Insurers  claim  they  ha\ 
sufficient  computer-aided  investing  sa 
vy  to  insulate  them  from  that. 

Such  confidence  about  highly  interes 
sensitive  products  worries  some  an 
Ivsts.  Says  Michael  A.  Smith,  analyst  i 
Shearson    Lehman    Brothers  Inc 
"There  aren't  too  many  companit 
that  are  so  adroit  that  they  can  m; 
neuver  successfully  around  a  yie' 
curve  that's  moving  constantly." 
GRADUAL  SHIFT.  In  their  flight  to  saf- 
ty,   some   analysts   argue,  insuranc 
companies  may  be  passing  up  real  ba 
gains  in  the  depressed  junk  and  re: 
estate  markets,  where  not  everythin 
'\    is  a  turkey.  Analysts  say  insurei 
must  be  bolder  now  if  they  are  t 
earn  competitive  returns.  "Unles 
they  do  something  within  the  ne3 
six  months,  the  outlook  for  1992 
poor,"  says  Udayan  Ghose,  a  par 
ner  at  money-management  fin 
Weiss,  Peck  &  Greer. 

So  far,  insurers  are  not  pe 
suaded.  Eliot  P.  Williams,  Trave 
1 1  s  (  orp.  vice-president  for  investment 
concedes  that  lower  returns  could  hind( 
growth.  But  he  insists  that  beefed-u 
service  and  marketing  will  keep  custon 
ers  from  straying.  The  extra  risk 
high-octane  investments  isn't  wort 
scaring  customers  away,  insurers  coi 
tend.  "It  doesn't  do  you  a  lot  of  good  t 
make  just  a  little  extra  for  a  lot  fewe 
customers,"  says  David  E.  McPhersoi 
executive  vice-president  at  Allstate  Ii 
surance  Co. 

The  industry's  movement  towar 
more  cautious  investments,  to  be  sure, 
gradual.  A  sudden  selling  of  huge  block 
of  assets  would  only  aggravate  the  siti 
ation  by  sinking  prices  fu 
ther.  The  slow  shift  may  a 
low  insurers  to  change  the 
minds  before  too  much  dan 
age  is  done.  An  economic  r( 
covery  that  brought  a  n 
bound  in  junk  and  re 
estate  may  convince  thei 
that  being  too  safe  coul 
make  them  very  sorry. 

By  Lisa  Driscoll  i 
Hartford,  with  David  Greisin 
in  Chicago 


If 


n 


FINAr 


"When  I  joined  UCLA  Mail 
Services,  our  equipment 
was  obsolete,  employees  ■ 
were  demoralized,  and 
managers  were  frustrated. 
And  1  was  faced  with  the 
job  of  handling  42  million 
pieces  of  mail  a  year.  So 
something  had  to  be  done 
right  away." 

"I  called  Pitney  Bowes... 
and  they  v/ent  right  to  work. 
They  had  new  mailing 
machines  installed  and  our 
people  trained  in  no  time." 

"Today,  we  process 
double  the  volume  of 
outgoing  mail  as  in  the  past. 
Not  only  have  we  improved 
morale  tremendously, 
we've  saved  money  for  the 
university." 

"Pitney  Bowes  listens  to 
its  customers...!  know  they 
listen  to  me.  And  if  I  do 
have  a  problem,  their  service 
people  fix  it  immediately, 
it  would  be  hard  to  think  of 
going  to  another  vendor." 

At  Pitney  Bowes, 
customer  satisfaction  is  a 
commitment  that's  at  the 
very  fiber  of  our  business. 
It  shapes  the  attitudes  and 
actions  of  our  people.  And 
it's  reflected  in  the  quality 
and  reliability  of  our 
products.  What's  more, 
we  back  it  up  with  our 
Customer  Satisfaction 
Guarantee^."  For  more 
information,  call  1-800- 
MR  BOWES  ext.  1035. 


"Pitney  Bowes  helped  our 
mail  center  move  out  of  the 
dark  ages.  We  now  handle 
twice  the  volume... 


at  a  much 
lower  cost." 


Edward  Meyers 
Manager, 

UCLA  Mail  Services 
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NOMURA:  SLOW  TO  DIVERSIFY,  IT'S  SCRAMBLING  TO  CATCH  UP  IN  FUTURES  AND  OPTIONS 


TOKYO'S  GIANT  BROKERS 
TAKE  A  NASTY  TUMBLE 

Weaker  profits  and  stronger  rivals  have  led  to  an  S&P  Credit  Watch 


In  the  go-go  days  before  the  1990  To- 
kyo stock  market  crash,  Nomura  Se- 
curities Co.  epitomized  Japan's  ex- 
panding power  in  global  money  circles. 
As  the  largest  of  Japan's  Big  Four  bro- 
kers, its  $14.1  billion  in  equity  out- 
weighed that  of  Merrill  Lynch,  Salomon 
Brothers,  and  Shearson  Lehman  com- 
bined. Now,  there  are  signs  that  Nomu- 
ra and  its  main  rivals — Daiwa,  Nikko, 
and  Yamaichi — are  in  for  tough  times. 
On  May  10,  Standard  &  Poor's  Corp.  put 
all  four  companies  on  a  credit  watch  that 
may  lead  to  a  ratings  downgrading  and 
higher  borrowing  costs.  Daiwa,  Nikko, 
and  Yamaichi  were  recently  downgraded 
by  the  Japan  Bond  Research  Institute. 
SLASHED  BONUSES.  The  raising  of  once- 
unthinkable  questions  about  the  Big 
Four's  creditworthiness  reflects  a  deep- 
ening crisis  within  the  Japanese  securi- 
ties industry.  Squeezed  by  sluggish 
stock  trading  and  underwriting  activity, 
profits  are  drying  up  by  as  much  as  507f 
(chart).  Although  the  Japanese  heavy- 
weights are  now  paring  costs  and  alter- 
ing strategies,  they  have  been  slow  to 
diversify  into  such  growth  areas  as  trad- 
ing in  options  and  futures.  That  has  left 
those  markets  to  U.  S.  brokers,  who  are 
reaping  record  profits  in  Tokyo. 

S&P's  scrutii;v  of  the  Big  Four  is  more 
than  a  response  to  flagging  profits. 
"We're  more  concerned  about  future 
profitability  given  the  increased  competi- 
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tion  caused  by  financial  deregulation  in 
Japan,"  says  John  A.  Paulsen,  an  s&P 
assistant  vice-president.  Many  analysts 
believe  that  long-term  trends  are  run- 
ning against  Japan's  top  securities  com- 
panies. Japanese  regulators  are  already 
reducing  commissions  on  equity  trading, 
the  bread  and  butter  of  these  firms.  Bro- 
kers may  suffer  a  more  devastating 
blow  if,  as  expected,  banks  win  permis- 
sion to  underwrite  securities  and  offer 
brokerage  services. 

The  brokers  are  particularly  con- 
cerned about  their  heavy  reliance  on 
stock  trading.  Stock  commissions  still 


A  SHARP  DROP  IN  PROFITS 
AT  JAPAN'S  BIG  FOUR 


NOMURA    DAIWA     NIKKO  YAMAICHI 

A  BILLIONS  OF  DOLURS 

DATA:  JAMES  CAPEIPACIFICITD. 


contribute  about  half  of  revenues 
both  Nikko  and  Yamaichi.  But  in  a 
pressed  market,  trading  volume  is  do 
to  less  than  300  million  shares  a  day, 
contrast  with  1988,  when  the  daily  v 
ume  averaged  1  billion  shares.  Jap 
Bond's  analyst  Masumi  Oga  estimat 
that  current  volume  is  just  one-half  t 
level  required  by  most  brokers  to  bre 
even.  The  Japan  Securities  Deale 
Assn.  announced  on  May  14  that  prof 
for  the  country's  210  securities  firms  f 
687"  in  1990.  If  this  continues,  says  0 
"a  drastic  streamlining  of  the  industry 
inevitable." 

Right  now,  a  market  turnaroui 
seems  as  distant  as  ever.  Central  bai 
Governor  Yasushi  Mieno  has  kept  int( 
est  rates  high  despite  a  recent  cut  by  tl 
Federal  Reserve.  High  yields  are  lurii 
droves  of  investors  from  the  stock  m£ 
ket  into  high-interest  bank  deposits. 

The  Big  Four  are  already  starting 
cut  back.  One  survey  predicts  that  sec 
rities  firms  will  slash  equipment  inve; 
ment  by  27%  in  1991.  Job  cuts  have  1 
Kabuto-cho,  Japan's  Wall  Street.  Sin 
last  June,  securities  firms  have  shed  i 
most  1%  of  their  work  force,  or  11,8 
employees,  mainly  young  women.  J 
pan's  securities  giants  are  also  cuttii 
bonuses  for  directors  by  20%  to  30%-. 
AMERICAN  INVASION.  As  the  Japanese  i 
trench,  foreign  brokers  are  thrivin 
Armed  with  Wall  Street  trading  tec 
niques,  U.  S.  powerhouses  such  as  Mc 
gan  Stanley  &  Co.  and  Salomon  Brot 
ers  Inc.  are  running  circles  around  thi 
Japanese  competitors  by  trading  futur 
and  options  on  Japanese  exchange 
Morgan  boosted  its  1990  Tokyo  tradit 
revenues  by  43%',  to  $74.1  million, 
spite  of  the  weak  market.  Salomon  of 
cials  attribute  their  firm's  strong  fir 
quarter  performance  to  profits  earned 
Japan. 

The  Big  Four  are  trying  to  catch  ij 
Nomura  has  done  everything  from  bed 
hunting  big  Wall  Street  names  for  I 
New  York  office  to  setting  up  a  futur^ 
and  options-trading  unit  in  Tokyo.  Nik 
is  moving  into  aircraft  leasing  as  well 
securitization  of  U.  S.  properties,  such 
the  Watergate  Hotel  in  Washington.  B 
analysts  doubt  these  moves  will  compa 
sate  for  dwindling  commissions. 

Despite  S&P's  warnings,  the  Big  Fo 
still  boast  higher  ratings  and  bigger  c^ 
ital  reserves  than  their  U.  S.  compel 
tors.  Even  Yamaichi,  a  relative  laggd 
at  AA-,  tops  U.  S.  credit  leader  MerJ 
Lynch  &  Co.,  which  carries  an  A-.  An 
while  profits  are  down,  Nomura's  19 
earnings  still  exceeded  $1  billion.  But 
this  rougher  climate,  even  the  migh 
Nomura  will  have  to  work  harder 
stay  on  top. 

By  Ted  Holden  in  To 
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Sharp  Is  The  No.1  Eax  In  America. 
Shouldn't  Sharp  Be  Your  No.1  Consideration? 


FO-6000  "^^^ 


Today,  new  business  needs  demand  new 
thinking  about  fax  technology.  Sharp 
Thinking.  It's  why  of  over  70  brands, 
Sharp  has  sold  more  fax  machines  than 
any  other  company  in  America. 

Sharp  Thinking  made  the  world's 
first  desktop  fiill  color  fax  a  reality.  And 
created  affordable  plain  paper  laser  fax 
1^  machines  that  produce  documents 

of  unsurpassed  quality.  That 
W  same  innovative  thinking  is  built 
'    into  every  Sharp  fax. 

With  more  Sharp  fax  machines  in 
use  across  the  country,  you're  more 
likely  to  connect  to  a  Sharp  fax.  In 
most  cases  that  gets  you  faster  trans- 
mission speeds  and  saves  you  money  on 
telephone  line  charges.  Don't  be  fooled 
by  competitive  claims.  When  you're 
thinking  fax,  you  would  be  smart  to 
think  Sharp. 

To  learn  moreibout  Uie  number 
one  selling  line  of  fax  ma«*hines,  call 
1-800-BE-SHARP 


©1991  Sharp  Electronics  Corporatioct 


FROM  SHARP  MINOS  f 

COME  SH  ARP  proouctst; 
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BANKRUPTCIES! 


THE  COMPLEX  ART 

OF  THE  CHAPTER  11  DEAL 


Lawyers,  judges,  creditors — buying  a  bankrupt  company  is  a  trial 


A 


century  ago,  J.  Pierpont  Mor- 
gan expanded  his  empire  by  buy- 
ing up  once-mighty  railroads 
ruined  in  a  harsh  economic  downturn. 
On  May  9,  General  Electric  Co.-owned 
CNBC  scooped  up  its  chief  cable-TV  busi- 
ness-news rival,  Chapter  11-enmeshed 
Financial  News  Network  Inc. 

Increasingly,  other  spiritual  legatees 
of  Morgan  are  devouring  the  wards  of 
bankruptcy  court,  such  as  American 
Real  Estate  Partners,  Coleco,  Liquor 
Barn,  and  Miniscribe 
(table).  A  recessionary 
surge  in  Chapter  11 
filings — they  were  up 
45'X,  to  4,577,  in  1991's 
first  quarter — provides 
plenty  of  pickings. 

But  the  pickings  are 
not  very  easy.  Ac- 
quirers need  enormous 
stamina  and  resources 
to  brave  the  bankruptcy 
system,  where  judicial 
whims,  lawyers'  leg- 
erdemain, and  clever 
politicking  with  touchy 
creditors  often  over- 
come even  the  best  in- 
tentions. Taking  over  a 
distressed  company  also 
can  be  done  in  an  out- 
of-court  restructuring 
or  a  prepackaged  bank- 
ruptcy, in  which  a  ma- 
jority of  creditors  agree 
on  new  ownership  be- 
fore the  Chapter  11  fil- 
ing. Trying  a  postfil- 
ing  takeover,  however, 
multiplies  the  pitfalls. 
Says  Kose  John,  a  pro- 
fessor at  New  York 
University's  Stern  School  of  Business: 
"You'll  have  a  fight  on  your  hands." 
HEADACHES.  Consider  the  mess  at  Shar- 
on Steel  Corp.,  whose  massive  $400  mil- 
lion debt  load  pulled  the  steel  producer 
into  Chapter  11  in  1987.  The  only  thing 
squabbling  creditors  could  agree  on  was 
ousting  majority  owner  Victor  Posner, 
the  Miami  Beach  financier.  Meanwhile, 
legal  fees  mounted  at  a  $6  million  yearly 
clip  and  management  kept  turning  over. 
Then  along  came  Castle  Harlan  Inc.,  a 


Manhattan  buyout  firm  willing  to  infuse 
$140  million  in  new  capital  into  the  ailing 
Farrell  (Pa.)  steelmaker,  which  was  still 
a  strong  player  in  such  disparate  niches 
as  golf  clubs  and  cluster  bombs.  "The 
steel  environment  is  tough,  but  we  saw 
a  specialty  manufacturer  that  could  do 
very  well,"  says  John  K.  Castle,  the 
firm's  chairman.  Castle  Harlan  was 
joined  by  Quantum  Overseas  N.  V.,  an 
investment  fund  and  Sharon  creditor, 
which  agreed  to  satisfy  its  claim — $105 


HEW  LIFE  FOR  FALLEH  AHGELS 


ALLEGHENY  INTERNATIONAL  Appliance  maker's  plan  to  emerge  from  Chap- 
ter 11  rejected  nine  times  by  creditors.  Then,  in  August,  1990,  Japonica  in- 
vestment partnership  lays  out  $205  million  to  buy  up  the  equity  and  a  major- 
ity of  the  debt.  Company  renamed  Sunbeam/Oster 

AMERICAN  REAL  ESTATE  PARTNERS  Putting  up  $44  million,  raider  Carl  Icahn 
tops  two  other  bidders  during  bankruptcy  court  auction  in  September,  1990, 
to  buy  property  subsidiary  of  Chapter  11-mired  Integrated  Resources 

FINANCIAL  NEWS  NETWORK  On  May  9,  cable  rival  Consumer  News  &  Busi- 
ness Channel,  backed  by  GE's  NBC,  wins  auction  with  $154  million  bid  over 
Dow  Jones- Westinghouse  combo.  Final  O.K.  pending  antitrust  challenge 

MINISCRIBE  Disk-drive  company  acquired  for  $46  million  in  Apiil,  1990,  by 
Maxtor,  which  then  becomes  third-biggest  data-storage  maker 

SHARON  STEEL  Stuck  in  Chapter  11  under  owner  'Victor  Posner,  specialty 
steelmaker  emerges  in  January  after  $140  million  buyout.  New  owner  Castle 
Harlan  takes  steel  operations,  while  Quantum  fund  gets  brass  subsidiary 
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million  face  value  in  bonds — by  acquir- 
ing Mueller  Brass  Co.,  a  Sharon  subsid- 
iary, and  some  mineral  rights. 

Getting  the  other  creditors  to  welcome 
a  takeover,  though,  proved  a  challenge. 
Without  their  0.  K.,  a  company  can  for- 
get about  emerging  from  Chapter  11. 
Cleveland-Cliffs  Inc.,  Sharon's  iron-ore 
supplier,  insisted  it  was  owed  $465  mil- 
lion, which  Castle  Harlan  deemed  vastly 
inflated.  Eventually,  the  supplier  settled 
for  less  than  2L%  of  that  and  a  15-year 


contract  renewal.  "The  ore  deal  was  j 
ordeal,"  quips  Christian  L.  Oberbeck 
Castle  Harlan  vice-president. 

The  road  gets  even  harder  in  a  hostii 
takeover.  Sharon's  management  enlisb 
Castle  Harlan.  The  unfriendly  acqui; 
tion  of  Allegheny  International  Inc. 
New  York's  Japonica  Partners  was  a  ri| 
snorter  ending  in  management's  OV' 
throw.  Executives  at  the  Pittsburgh 
pliance  maker  had  enough  troub 
pleasing  creditors,  who  had  repeated 
voted  down  reorganization  plans  sin 
the  1988  filing.  Then,  Japonica  bought 
controlling  amount  of  the  debt  in  la 
1989,  which  meant  all  future  plans  n 
involving  a  Japonica  takeover  would  1 
dead  on  arrival.  After  much  legal  swor  \ 
play,  management  realized  that  Japoni 
could  tie  them  up  in  court  for  years, 
they  gave  up.  \ 

Bankruptcy  takeovers  of  smaller  coi 
panies  are  easier:  The  finances  are  le 
tangled,  and  the  creditors  are  fewt 
There,  judges  often  s 
up  a  simple  auction.  F 
acquirers,  says  Peter 
Kaufman  of  restructi 
ing  advisers  Gordi? 
Group,  a  major  risk 
"that  the  judge  may  s 
lect  a  bid  that's  not  tl 
highest."  This  is  ju 
what  happened  in  tl| 
auction  for  FNN.  Aftl 
several  acrimonioil 
rounds  of  bidding.  Col 
sumer  News   &  Bu| 
ness  Channel,  a  comp(| 
ing     cable  netwoi 
owned  by  GE's  NBC  Ir 
unit,  won  with  an  off 
of  $154  million.  Ban 
ruptcy    Court  Judf 
Francis  G.  Conrad  d 
nied  a  $167  million  b 
by  a  Dow  Jones-Wei 
tinghouse  Broadcastiil 
alliance.  The  judge  cf 
scribed  the  bid,  part 
conditioned  on  optim| 
tic  revenue  growth,  ;! 
"financial  gymnastics.] 

While  the  number 
Chapter  11  takeove 
will  increase,  don't  e 
pect  everybody  to  succeed.  The  union 
strikebound  Greyhound  Lines  In( 
which  filed  last  June,  failed  to  attra 
any  buyers  for  the  Dallas-based  bi| 
company  because  of  its  shaky  prospect} 
Says  one  nontaker,  Henry  R.  Silverman 
a  general .  partner  at  Blackstone  Grou| 
"The  game  wasn't  worth  the  candle^ 
After  all,  in  the  bloody  arena  of  Chaptr 
11,  kindness  and  mercy  are  scarce.  [ 
By  Larry  Light  in  New  York,  wif 
bureau  reports  f 
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You've  analyzed.  You've  agonized. 
You've  listened  to  all  the  experts.  And 
now  that  the  future's  here,  where  are 


gets  your  current  computers  working 
together.  We  take  what  you  hove  and 
make  sure  it  works  with  what  you  need. 


anyone  could  do  it.  But  by  solving  tough 
problems  for  big  componies  and  small 
companies  and  governments  every- 


IF  EVERYONE  WAS  PLANNING  FOR  THE  FUTURE, 
HOW  DID  THINGS  GET  SO  MESSED  UP? 


you"?  Trying  to  cope  with  on  unmanage- 
able mishmash  of  computers.  A  system 
that  has  become  more  liability  than 
asset.  Are  we  overstating  the  problem"? 
Not  to  the  guy  who's  got  to  tell  the  boys 
upstairs  exactly  what  went  wrong  and 
how  much  money  he  needs  to  fix  it.  But 
don't  be  rash.  Before  you  do  that,  give 
us  a  call.  We  can  develop  a  system  that 


Protecting  your  investment,  eliminating 
waste,  controlling  costs.  We  don't  hove 
0  crystal  ball.  But  what  we  con  promise 
you  IS  on  information  system  that  builds  in 
all  the  freedom  end  flexibility  you  need 
to  be  ready  for  the  future.  Whatever 
the  future  happens  to  be.  Worldwide 
Of  course,  we're  not  say- 
ing this  IS  easy.  If  it  were. 


Information 


Systems 


Bull  ft 


where,  we've  become  one  of  the 
largest  suppliers  of  information  tech- 
nology in  the  world.  Coll  1-800-233- 
BULL,  ext.  2100.  1-800-268-4144  m 
Canada.  After  all,  why  hove  on  informa- 
tion system  that's  confounded  by  the 
future.  When  you  con  just 
OS  easily  hove  one  that's 
completely  at  home  there. 


We  solve  the  toughest  problems  in  the  world. 


BY  GENE  G.  MARCIAL 

THIS  GARDENER'S 
THUMB  IS  FINALLY 
TURNING  GREEN 


Investors  who  take  their  cues  from 
corporate  insiders  should  be  eyeing 
General  Host:  Chairman  and  CEO 
Harris  Ashton  has  been  accumulating 
shares  recently.  His  latest  purchases, 
worth  some  $1.2  million,  have  lifted  his 
stake  in  the  company  from  7%  to  over 
8%.  And,  says  a  close  associate  of  Ash- 
ton's,  he  isn't  finished  buying.  The 
stock,  which  sold  at  around  5  in  early 
January,  now  trades  at  7%. 

In  the  '70s,  Ashton  built  GH  into  a 
large  meat-packing  and  food-service 
conglomerate.  But  by  the  mid-1980s,  he 
had  started  whittling  GH  down  by  sell- 
ing most  of  its  assets,  transforming  it 
into  a  retailer  of  lawn-and-garden  prod- 
ucts, crafts,  and  Christmas  merchan- 
dise. Its  wholly  owned  Frank's  Nurs- 
ery &  Crafts  unit  operates  270  stores 
in  18  states.  GH  had  been  in  the  red 
until  1990,  when  it  earned  21$  a  share. 

Some  big  investors  are  convinced 
that  GH  has  finally  turned  the  corner, 
and  they  see  impressive  profits  from 
here  on  out.  One  investor  expects  earn- 
ings of  60<t  a  share  in  the  year  ending 
Jan.  31,  1992.  That's  why  Ashton  is 
buying,  says  this  pro. 

As  the  largest  player  in  the  lawn- 
and-garden  business,  "General  Host 
has  the  makings  of  a  solid  growth 
stock,"  says  Boniface  Zaino,  a  manag- 
ing director  at  Trust  Company  of  the 
West.  He  says  GH  has  been  beefing  up 
its  bottom  line  by  cutting  costs  and 
improving  operating  efficiencies.  Based 
on  eai-nings  potential,  he  sees  the  stock 
doubling  in  the  next  12  to  18  months. 
'DEFINITE  EDGE.'  Other  big  investment 
managers,  including  the  Fidelity 
Group,  are  "rediscovering  General 
Host  as  they  begin  to  recognize  that 
it's  the  dominant  company  in  a  frag- 
mented $20  billion  industry,"  says  Al- 
len Conkling,  an  analyst  at  Hibbard 
Brown.  He  notes  that  on  a  per-store 
basis,  Frank's  Nursery  outsells  such 
cfirnpetitors  in  lawn-and-garden  prod- 
uct? as  K  mart  and  Wal-Mart  Stores  by 
a  factor  of  3  to  1.  That's  because  GH 
has  a  "definite  edge  in  quality,  se- 
lection, and  customer  service,"  says 
Conk'^ng. 

A  rn  V  wrinkle  in  GH's  strategy  is  a 
propcs(  '  sale  of  its  80%  stake  in 
Callowa.  Nursery  through  an  initial 
public  oij'fcring  of  Calloway  shares. 


GENERAL  HOST 
IS  SNAPPING  BACK 


DAIA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


Ashton  says  the  $20  million  expected 
from  the  IPO  will  be  used  to  further 
reduce  GH's  $170  million  debt.  Last 
year,  the  company  cut  debt  by  $42  mil- 
lion and  repurchased  a  million  shares. 
Analysts  say  the  Calloway  deal  will 
make  GH  even  more  attractive. 

Ashton  concedes  that  some  major 
companies  have  made  informal  inqui- 
ries about  buying  GH.  "I'm  not  encour- 
aging it,"  he  says,  "but  I'm  always 
aware  of  our  holders'  best  interests." 


VIVID  PROFITS 
FOR  A  VIDEO  WHIZ 


Tseng  Labs,  a  small  manufacturer 
of  chips  that  enhance  video 
graphics  in  personal  computers, 
is  fast  gaining  the  respect  of  major 
computer  makers — and  investors.  Its 
stock,  which  traded  as  low  as  3  late 
last  year,  hit  a  high  of  10  in  April 
before  easing  back  to  8'/4  recently.  Af- 
ter that  meteoric  rise,  even  the  compa- 
ny's most  loyal  fans  are  wondering  if 
the  stock  has  reached  its  peak. 

No  way,  say  some  investors  who 
have  been  accumulating  shares.  They 
figure  that  earnings  at  Tseng  Labs  will 
continue  to  rocket.  Their  confidence  is 
buttressed  by  years  of  record  profits: 
Earnings  soared  134%  in  1990's  final 
quarter  and  posted  a  rise  of  135%  in 
1991 's  first  quarter,  to  16$  a  share 
from  7$  a  year  ago. 

Ed  Antoian  of  Delaware  Manage- 
ment sees  Tseng's  earnings  reaching 
60$  a  share  this  year,  vs.  last  year's 
33$,  with  the  stock  hitting  at  least  15. 
He  expects  1992  net  of  $1  a  share. 
Karen  Payne,  an  analyst  at  Wheat 
First  Securities/Butcher  &  Singer, 


says  Tseng  is  "a  pure  play  in  the  bur- 
geoning PC  graphics  market,"  and  she, 
too,  expects  the  stock  to  climb. 

A  big  part  of  the  company's  impres- 
sive earnings  performance  is  the  popu-  — . 
larity  of  its  ET4000  chip,  which  Payne  *i 
says  has  become  the  industry  standard  t?>T 
for  IBM-compatible  PCs.  Tseng  supplies 
ET4000  chips  to  such  PC  makers  as 
Samsung,  Siemens,  CompuAdd,  and 
Everex.  And  fresh  optimism  is  emerg- 
ing on  anticipation  of  Tseng's  new 
ET4000LX  chip,  which  is  expected  to 
give  the  company  entree  into  the 
emerging  laptop/notebook  market. 
Mike  Howe,  an  analyst  at  Pennsylva- 
nia Merchant  Group,  thinks  the 
ET4000LX  will  fuel  much  of  Tseng's 
growth  in  1992. 


J.C.  PENNEY:  DUSTY,  ^ 
BUT  FAR  FROM  DEAD  ■ 


This  retailer  is  looking  more  and 
more  like  a  fading  star:  Sales  and 
earnings  are  down,  and  the  stock 
has  been  lackluster  at  best,  selling  at 
53,  off  its  52-week  high  of  68. 

Even  so,  some  savvy  investors  have 
started  buying.  One  New  York  invest- 
ment manager  says  that  based  on  a 
number  of  valuation  measures,  J.  C 
Penney,  one  of  the  nation's  largest 
general  merchandisers,  with  more  than 
2,000  stores  in  50  states  and  Puerto 
Rico,  is  grossly  undervalued.  He  also 
says  that  recurrent  speculation  about  a 
takeover  is  back  and  likely  to  "hit  the 
market  soon."  There  are  whispers  of  a 
friendly  bid  of  $65  a  share  from  a  Eu- 
ropean conglomerate.  If  Penney's 
stock  stays  near  its  current  level,  says 
this  pro,  the  group  "will  accelerate  its 
plan  to  make  an  offer." 

Several  analysts  are  becoming  up 
beat  on  Penney,  too.  Based  on  its  price 
earnings  ratio,  the  company  is  "the 
cheapest  in  our  department-store 
group — and  one  of  the  cheapest  among 
all  retailers,"  says  Wayne  Hood  of 
Prudential  Securities,  who  has 
switched  his  call  from  "sell"  to  "buy." 
Hood  notes  that  Penney's  p-e  repre- 
sents a  35%  discount  from  the  market's 
average.  Its  yield  is  about  5%. 

Hood  expects  earnings  comparisons 
to  get  better  in  the  fiscal  year's  second 
half.  He  sees  profits  of  $4.30  a  share  in 
the  year  ending  Jan.  30,  1992,  and  $5.30 
in  fiscal  1993,  vs.  1991's  $4.59.  In  an 
industry  struggling  with  debt  and 
weak  cash  flow,  Penney  has  a  debt-to- 
capital  ratio  of  48%  for  1990.  Hood  ex- 
pects that  to  fall  to  44%  by  the  end  of 
1992.  That's  low  for  a  big  retailer. 
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The  Travelers'  commitment  to 
quality  products  and  cost  control  starts 
with  35,000  employees  dedicated  to 
customer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

50,000  carefully  selected  and  credentialed  physi- 
cians and  specialists  and  600  hospitals  in  130  major 
metropolitan  areas. 

$1.6  billion  in  new  business  in  1990  —  testimony  to 
a  company  whose  health  care  network  delivers 
appropriate  care  more  efficiently  through  local  medi- 
cal management.  A  company  that  customizes  pro- 
grams because  it  understands  that  not  all  businesses 
are  the  same.  A  company  committed  to  avoiding 
illness  —  and  expense  —  through  wellness  and  coun- 
seling programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  by  $55  billion  in  assets  and  by 
a  127  year  tradition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

The  Travelers  Insurance  Company  and  its  Affiliates 
Hartford,  Connecticut  06183 

Thelravelersj 

You're  better  off  under  the  Umbrella' 


©  1991  The  Travelers  Corporabon. 
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PERSONAL  COMPUTERS  I 


ZENITH  DATA,  ACT  II: 

ENTER  NEW  CHIEF,  SWINGING 


Pesatori  has  lured  angry  dealers  back  and  is  tightening  up  R&D 


forts  waned,  and  sales  fell.  In  1990,  rev 
nues  amounted  to  just  $1.2  billion,  dov 
from  $1.4  billion  in  1988.  Worse,  the  coi 
pany  slipped  from  its  No.  1  ranking 
laptops  to  No.  3,  behind  Toshiba  ai 
Compaq  Computer  Corp.  (table). 

Now,  ZDS  is  fighting  back.  In  Januar 
Bull  named  Enrico  Pesatori,  a  dapp 
former  Olivetti  computer  executive 
CEO  of  ZDS.  Pesatori  is  charged  wi 
more  than  revitalizing  ZDS:  The  $6  billi(P'i"'> 
Bull  is  counting  on  its  U.  S.  subsidiary 
lead  it  away  from  the  sagging  minicoi 
puter  and  mainframe  markets.  Pesatc  'ff 
may  not  have  much  time.  Bull  last  ye; 
lost  $1.2  billion,  and  its  share  of  the  U. 
market  is  negligible.  So  Pesatori  h 
moved  quickly.  And  after  five  months 
the  job,  he  is  about  to  face  his  first  b 
test.  On  May  20,  ZDS  plans  to  announ  tores 
two  new  desktops  and  a  whole  new  li: 
of  laptops  (table). 

Pesatori,  50,  is  no  slouch  at  revital 
ing  troubled  businesses.  In  the  197( 
when  Olivetti's  mechanical-calculat 
business  was  hurt  by  competitor 
moves  into  electronic  calculators, 
departed   from   Olivetti   tradition  a; 


ZDS'S  LOST  LEAD 


CEO  PESATORI: 


'ZDS  SHOULD  BE  ABLE  TO  MAKE  VERY  QUICK  DECISIONS' 


In  the  mid-1980s,  Zenith  Data  Systems 
Corp.  was  nothing  if  not  nimble.  In 
1984,  when  college  bookstores  balked 
at  selling  its  personal  computers,  ZDS 
gave  the  job  to  fraternity  houses,  and  its 
PCs  soon  became  big  sellers  on  campus. 
In  1985,  the  company's  jackrabbit-hop 
into  battery-powered  laptop  PC  clones — a 
year  ahead  of  Japan's  Toshiba  Corp. — 
helped  it  grab  an  impressive  23''a  share 
of  the  business  by  1988.  ZDS  even  outwit- 
ted mighty  IB.M.  Because  ZDS  geared  its 
machines  to  government  specifications, 
it  snared  Air  Force  and  Internal  Reve- 
nue Service  megadeals  that  had  been 
widely  expected  to  go  to  Big  Blue. 

But  as  the  decade  wound  down,  so  did 
the  Buffalo  Grove  (111.)  company's  fancy 
footwork.  In  1989,  its  first  spiral-note- 
book-size PC  proved  a  dud,  because  it 
came  with  an  unusual  2-inch  floppy  disk 


drive  instead  of  the  stan- 
dard 3.5-inch  version.  That 
same  year,  ZDS  lost  a  $750 
million  military  contract 
for  desktop  PCs  to  an  ag- 
gressive bid  by  Unisys 
Corp.  And  a  new  distribu- 
tion policy,  designed  to 
boost  sales  of  desktops  by  requiring  lap- 
top dealers  also  to  sell  ZDS's  unpopular 
office-bound  PCs  backfired.  More  than 
1,000  dealers,  including  big  chains  such 
as  ComputerLand  Corp.,  simply  dropped 
Zt»s's  computers  altogether. 
FIGHTING  BACK.  The  final  blow  came  in 
December,  1989,  when  parent  Zenith 
Electronics  Corp.,  battered  by  losses  in 
consumer  electronics,  unloaded  ZDS  for 
$511  million  to  French  computer  maker 
Groupe  Bull.  In  the  upheaval  that  fol- 
lowed, ZDS's  product  development  ef- 


PORTABU 
PCs  SHIPPED 

THOUSANDS 

U.S. 

MARKET  SHARE 

RANK 

1988 

157 

1 

1989 

169 

1 

1990 

97 

2 

1991* 

112 

3 

•ESTIMATE 

DATA:  INFOCORP 

subcontracted 
production  of 


on  new  models.  Th 
sped  Olivetti  into  t' 
electronic-calculati 
arena.  "Pesato 
knows  what  has 
be  done  and  do 
it,"  says  Gh 
Carlo  Bisone,  Coi 
paq  vice-president  f 
European  marketii  r:es. 
and  a  colleague  fro 
Pesatori's  Olivet 
days. 

At  ZDS,  Pesatori  wasted  no  time 
his  first  month  on  the  job,  he  struftrcb 
down  the  rule  requiring  dealers  to  car 
ZDS  desktops.  To  lure  stores  back, 
sweetened  incentives  for  dealers  to  a( 
ZDS  products.  And  he  has  nixed  fr 
questionable  research  and  developme 
projects,  including  work  on  a  9-poui 
laptop.  His  plan:  Accelerate  product  i 
troductions  by  devoting  more  resouro 
to  fewer  projects.  "A  company  like  ou 
should  be  able  to  make  very  quick  dei 
sions,"  Pesatori  says. 


jeer 
4 
ZD 

iri( 
!)ok( 


t\  Be  i 
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BUILDING  A  REVIVAL  ZEmn  data  systems'  lineup  for  /  99/ 


SUPERSPORT  486SX 

MastersPort  386SI 

MastersPort  386SX 

MastersPort  286| 

ZDS's  most  powerful  laptop, 

it  won't  ship  until  fall 
Weight:      1 5  IB. 
Price:  $8,899 

DATA:  COMPANY  MPORTS 

One  of  the  first  laptops 
to  use  Intel's  newest  chip 
15  LB. 
$7,499 

A  notebook  that  runs  on 
0  single  battery 
6.8  LB. 
$4,999 

Another  notebook,  designed 
to  undercut  the  competition 

6.6  LB. 

$3,999 

Low-cost  notebook, 
aimed  at  students 

6.6  LB. 

$2,699 
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)  make  sure  ZDS  doesn't  fall  behind 
echnolo^y,  Pesatori  has  put  a  new 
ineering  group  in  Santa  Clara, 
f. — the  heart  of  PC  country — instead 
n  ZDS's  exurban  Chicago  research 
.  And,  he  says,  the  company's  1992 
ine  will  hav^  a  new  look,  thanks  to 
stance  from  frogdesign,  the  big- 
e  industrial  designer  that  created 
look  of  Apple  Computer  Inc.'s  Macin- 

and  NeXT  Inc.'s  workstations. 
IE  GLITZ.  Already,  computer  dealers 
giving  ZDS  a  s  eond  chance.  Compu- 
,and,  for  instance,  has  agreed  to  car- 
he  new  laptops,  which  could  bring 

dealers  back  into  the  ZDS  fold, 
j're  favorably  impressed  with  their 

plan,"  says  Edward  Michelson,  vice- 
ident  for  marketing  at  Computer- 
d  of  San  Diego,  a  two-store  fran- 
e.  And  PC  Warehouse,  a  Maywood 
].)  retail  chain,  put  ZDS  laptops  in  its 
tores  this  month.  President  Robin  Lu 
;  customer  interest  in  ZDS  hasn't 
ed:  "The  name  is  still  worth  it."  By 
end  of  the  year,  ZDS  expects  to  have 
0  dealers  signed  on — double  the 
iber  it  had  in  January, 
ut  distribution  alone  won't  turn  the 
k  back  for  ZDS.  The  company's  big 
lenge  now  is  to  persuade  buyers  to 
)se  its  laptops  over  those  sold  by 
;ns  of  competitors.  For  that,  Pesatori 
rely  on  aggressive  pricing  and  glitzy 

technology.  Its  $3,999  MastersPort 
sX  notebook,  for  instance,  will  sell 
$800  less  than  what  Compaq  charges 
a  comparable  machine — even  after 
:nt  price  cuts.  Its  MastersPort  386SL 
;  a  low-power  microprocessor  and  a 
am  disk  drive,  so  the  machine  runs 
up  to  eight  hours  between  battery 
"ges.  Most  laptops  run  about  three 
rs. 

he  new  products  should  let  ZDS  hold 
,dy  this  year  at  No.  3  in  laptops,  pre- 
3  Peter  Teige,  an  analyst  at  market 
jarcher  InfoCorp.  "This  really  gets 
n  back  on  track,"  he  says.  An  order 
n  Metropolitan  Life  Insurance  Co. 
help — it  plans  to  buy  thousands  of 
notebooks  for  its  sales  force, 
till,  ZDS  could  slip  further.  One  factor 
EC  Corp.,  the  current  No.  4.  Analysts 
it  plans  to  introduce  a  long-life  ma- 
te of  its  own  this  year.  "I  don't  think 
ith  will  be  lonesome  in  that  catego- 
says  Richard  V.  Miller,  an  NEC 
hnologies  Inc.  vice-president, 
ven  Pesatori  concedes  that  ZDS  will 
A^ell  just  to  hold  its  own  in  1991.  The 
surge,  he  believes,  will  come  in  1992, 
m  he  ships  those  "frogdesigned" 
tops.  "We'll  increase  our  share 
:t  year,"  Pesatori  vows.  At  this 
it,  taking  things  one  step  at  a  time 
f  work  better  than  a  lot  of  fancy 
twork. 

By  Gary  McWilliams  in  Boston,  with 
eau  reports 


TELECOMMUNICATIONS  I 


RENE  ANSELMO 

CAN  SURE  DISH  IT  OUT 


A  satellite  gadfly  raises  a  ruckus  over  Intelsat's  monopoly 


It  isn't  your  average  New  York  Times 
ad.  The  cartoon,  which  first  appeared 
on  May  6,  looks  like  the  work  of  an 
adolescent.  In  17  panels,  it  depicts  a  Don 
Quixote-like  hero  and  his  dog,  Spot,  as 
they  fight  an  international  satellite  mo- 
nopoly. At  one  point.  Spot  lifts  his  leg  on 
a  vamp  who  speaks  for  the  monopoly. 

The  comic-strip  hero — and  the  man 
who  placed  the  ad — is  Reynolds  V. 
"Rene"  Anselmo,  owner  and  chairman 
of  a  small  satellite  company  called  Pan 
American  Satellite  (PanAmSat).  He  ad- 
dressed the  quirky  ad  to  President  Bush, 
asking  for  his  help  against  the  Interna- 
tional Telecommunications  Satellite  Or- 
ganization (Intelsat),  the  global  consor- 


tium that  controls  most  international 
satellite  telephone  calls. 

Anselmo  drew  no  immediate  response 
from  the  Bush  Administration.  But  that 
hasn't  deterred  the  65-year-old  entrepre- 
neur, who  says  that  Bush  needs  to  do 
more  to  dislodge  the  119-nation  Intel- 
sat— and  spur  sluggish  foreign  regula- 
tors to  action.  "There's  no  rational  way 
to  deal  with  these  people,"  he  says. 

Don  Quixote  himself  might  have  said 
as  much.  But  while  Anselmo  has  earned 
a  reputation  as  an  eccentric — he  was  ar- 
rested last  year  for  painting  over  real 
estate  "for  sale"  signs  he  found  offen- 
sive— he's  up  to  serious  business.  He's 
trying  to  shake  up  the  satellite  business 
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just  as  William  G.  McGowan  of  MCl  Com- 
munications Corp.  shook  up  U.  S.  long- 
distance calling  by  challenging  American 
Telephone  &  Telegraph  Co.'s  monopoly. 

Anselmo  began  by  attacking  less-reg- 
ulated niche  markets,  such  as  private 
business  communications.  He  aims  to  re- 
vise regulations  blocking  him  from  the 
lucrative  market  of  international  phone 
calls.  He  wants  access  to  the  public 
switched  network,  the  system  used  for 
making  phone  calls  (unless  you're  on  a 
leased  circuit,  such  as  a  tie  line  between 
offices  in  London  and  New  York). 
■DOMINO  EFFECT.'  Anselmo  has  powerful 
allies,  such  as  IBM,  AT&T,  Citicorp,  and 
the  television  networks,  all  of  which 
want  more  flexibility  and  lower  satellite 


But  Intelsat  won't  give  up  its  monopo- 
ly without  a  fight.  Public  network  traffic 
accounted  for  65%  of  its  revenue  last 
year.  Intelsat  officials  argue  that  it  must 
have  a  monopoly  to  fulfill  its  mission  of, 
providing  access  to  satellites  for  all 
countries.  Competitors,  it  says,  will  skim 
the  best  customers,  making  it  harder  to 
charge  uniform  rates  worldwide. 

As  a  treaty  organization,  Intelsat  de- 
cides who  may  compete  with  it.  Last 
year,  in  a  concession  to  the  U.  S.,  it  al- 
lowed rival  carriers  to  transmit  public 
network  calls — but  only  up  to  100  calls 
at  a  time.  Anselmo  was  hardly  satisfied: 
"That's  like  a  phone  booth  in  New  York 
City,"  he  complains.  He  pressed  ahead 
with  a  $L5  billion  antitrust  suit  against 
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rates.  If  he  succeeds,  Intelsat  faces  a 
fight  for  its  main  earnings  generator  of 
27  years.  A  victory  in  the  U.  S.  would 
accelerate  the  reordering  of  the  business 
worldwide  and  may  prompt  the  govern- 
ments that  own  Intelsat  to  rethink  their 
own  restrictive  regulatory  policies.  "He 
could  cause  a  domino  effect,"  says  one 
European  Commission  official. 

Intelsat  is  already  under  pressure  to 
lower  rates  to  compete  with  the  fiber- 
optic cable  networks  that  cross  the 
oceans.  And  it's  showing  bruises  as  a 
result.  In  1990,  it  posted  its  first  revenue 
drop  since  it  was  founded  in  1964 — an 
18.8%'  plunge,  to  $498.6  million. 

Other  companies  are  poised  to  follow 
PanAmSat.  Orion  Network  Systems  Inc. 
in  Rockville,  Md.,  hopes  to  launch  its 
first  satellite  in  1993.  It's  planned  for 
business  data,  but  Chairman  John  Puen- 
te  says  he  wouldn't  rule  out  carrying- 
regular  p 'vtnc  traffic,  too,  if  permitted. 
And  the  South  T'acific  nation  of  Tonga  is 
trying  to  raise  00  million  for  satellites 
to  serve  Asia.  "We  see  ourselves  in  the 
same  light  as  PanAmSat,"  says  Tonga- 
sat  founder  Matt  C.  Nilson. 


Intelsat's  U.  S.  member.  Communica- 
tions Satellite  Corp.,  challenging  the  sys- 
tem. A  federal  judge  dismissed  the  suit, 
but  Anselmo  has  appealed. 

Anselmo  embarked  on  this  crusade  by 
accident.  Born  in  Medford,  Mass.,  he 
joined  the  Marine  Corps  at  16  and  flew 
37  missions  as  a  tail  gunner.  After  at- 
tending the  University  of  Chicago, 
where  he  studied  theater  and  literature, 
he  spent  12  years  in  Mexico  producing 
soap  operas  and  other  programs. 

The  idea  for  PanAmSat  grew  from  his 
work  as  a  Spanish-language  TV  execu- 
tive, when  he  saw  how  poorly  Intelsat 
served  Latin  America.  From  1963  on,  he 
ran  the  U.  S.-based  Spanish  International 
Network  Inc.  (SIN),  now  Univision,  and 


Anselmo's  crusade  has 
won  the  support  of  IBM, 
AT&T,  Citicorp,  and  the 
television  networks 


It 


some  affiliated  TV  stations.  In  1986  :e  jjjiij 
was  forced  out  after  a  tiff  with  SI  is 
Mexican  founders  and  the  Federal  Cd- 
munications  Commission,  which  said  'lie 
stations  were  foreign-controlled.  He 
with  $100  million  for  his  share  of 
properties. 

Anselmo  had  formed  PanAmSat 
years  earlier,  in  1984,  and  sought  lo; 
to  launch  his  first  satellite,  named  a: 
Latin  American  liberator  Simon  Boli 
Spurned  by  banks,  Anselmo  put  up 
million  of  his  own.  He  rented  space 
France's  Ariane  401  in  1988,  gettin: 
307'  discount  because  it  was  the 
rocket's  first  shot.  But  when  it  lifted 
he  was  recuperating  from  quintuple- 
pass  heart  surgery. 

He  took  it  easy — briefly.  "After 
operation,  I  didn't  care  about  anyth 
anymore,"  he  says.  He  tended  more  tl 
20,000  daffodils  and  tulips  at  his  Gre 
wich  (Conn.)  estate  and  had  more  tl 
80,000  bulbs  planted  along  nearby  roa 
Local  eyesores  such  as  "for  sale"  sij 
"make  me  sick,"  he  says.  His  perso 
cure  for  this  ugliness  led  to  his  arn 
spray  can   in   hand.   A  misdemea 
charge  was  dropped  on  a  technicality 
WAR  BUCKS.  Anselmo's  hunch  on  the 
ellite  business  is  apparently  paying  ( 
When  he  started  PanAmSat,  he  said 
didn't  expect  it  to  break  even  for 
years.  But  in  1990,  PanAmSat  and 
marketing   arm   earned   more   tl  lliasi 
$600,000  on  revenues  of  $16.7  milli  iiUii 
The  gulf  crisis  temporarily  swelled  bo  iliiui. 
ings  from  news  stations,  nearly  quad  ilarb 
pling  revenues  for  the  first  quarter,  jkrat 
$9.1  million.  So  PanAmSat  moved  from'tet 
$1.3  million  first-quarter  loss  in  1990  ta 
$5  million  profit  this  year.  Ansekc 
hopes  to  raise  nrioney  for  three  new  .'■t- 
ellites  over  the  Atlantic,  Pacific,  and  id 
dian  Oceans.  He  says  he  can  more  ea: 
convince  backers  that  his  birds  will 
off  if  he  can  carry  phone  traffic  as  vUl  ss  s 
as  private  business  traffic  and  televisih.s, t( 

But  even  if  Anselmo  gets  IntelsatK)*?t 
lift  its  restrictions  on  access  to  the  pb- 
lic  switched  network,  he  still  has  to  jr 
suade  national  phone  companies  ac 
ministries  to  send  calls  via  PanAmit  v. 
rather  than  Intelsat.  That  won't  be  eajLajt^ 
Even  in  Western  Europe,  which  is  deif -  ■  '  ■ 
ulating  more  rapidly  than  the  develops^ 
world,  several  countries  are  resist 
competition  to  state-sanctioned  monc 
lies.  "We're  not  likely  to  change 
laws,"  says  John  Rietbroek,  directorfts, ^ , 
policy  affairs  at  the  Dutch  ministry 
charge  of  satellite  transmission 

Anselmo  isn't  likely  to  take  that  k  Lifju 
of  resistance  sitting  down.  Who  knoA  h 
Some  day,  the  Europeans  may  be  see 
Anselmo-inspired  cartoons  of  their  o' 

By  Todd  Vogel  in  Greenwich.  Conn, 
bureau  reports 
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HCAL  TECHNOLOGY  I 


lEARTENING  DEVELOPMENTS 
OR  ST.  JUDE'S  RIVALS 


ing  distributors  and  skimping  on  R&D  could  cost  it  plenty 


lEHMKUHL:  "20  YEARS  FROM  NOW  . . .  SURGEONS  WILL  STILL  BE  USING  THE  ST.  lUDE  VALVE" 


t  has  been  a  charmed  half-decade  for 
St.  Jude  Medical  Inc.  The  St.  Paul 
(Minn.)  maker  of  the  world's  most 
)ular  heart  valve  soared  to  the  top  of 
lucrative  market  after  two  of  its 
ghest  rivals — Baxter  International 
.  and  Pfizer  Inc. — stopped  selling 
ir  designs  because  of  celebrated  prod- 
failures.  That  let  St.  Jude  raise 
:es  up  to  10%  annually  without  invest- 
a  dime  to  change  its  14-year-old  de- 
n.  Last  year,  its  profits  surged  24%-, 
i  its  stock  has  jumped  78%  in  17 
nths,  to  43,  or  24.5  times  earnings. 
lut  St.  Jude's  success  is  attracting  a 
;h  of  entrants  into  the  $400  million 
irt  valve  market.  And  a  series  of 
jstionable  moves — such  as  firing  its 
ropean  distributors  and 
ying  too  much  on  a  sin- 
product — is  leaving  St. 
de  vulnerable.  Carbo- 
dics  Inc.,  the  industry's 
.in  supplier  of  a  clot-re- 
tant  carbon  coating  for 
ves,  is  selling  a  St.  Jude 
ne  in  Europe.  Manuel  A. 
lafaha,  St.  Jude's  flam- 
f&nt  founder  and  former 
lirman,  has  just  reunited 
;  team  that  designed  St. 
de's  leading  product.  His 
mpany,  Helix  Biocore 
plans  to  begin  im- 
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planting  its  new  valve  in  humans  in  Eu- 
rope by  yearend.  And  Baxter  and  Med- 
tronic Inc.  are  racing  to  perfect  their 
valves.  "No  one  has  built  the  perfect 
heart  valve  yet,"  says  Dennis  Sellke, 
who  heads  up  Medtronic's  valve  division. 
SMOOTH  FLOW.  With  Villafaha  at  the 
helm,  St.  Jude  came  close  in  1976. 
Valves  are  the  gatekeepers  of  the  heart. 
The  right  and  left  sides  of  the  organ  are 
each  divided  into  chambers:  The  upper 
chamber  is  the  atrium,  where  the  blood 
comes  in.  The  lower  is  the  ventricle, 
where  it's  pumped  out.  Two  valves  con- 
trol the  openings  between  the  atrium 
and  the  ventricle  of  each  side  of  the 
heart.  Two  more  valves  control  the  pas- 
sageways from  the  ventricles  into  the 


THE  HEART  VALVE  MARKET,  THEN  AND  NOW 


MECHANICAL  UNITS  SOLD 
WORLDWIDE 


1985 


1990 


63,000 


88,000 


vessels  that  carry  blood  away  from  the 
heart.  Each  valve  prevents  backflow  so 
that  blood  moves  only  in  one  direction. 

Prosthetic  heart  valves  are  needed 
when  natural  ones  fail  to  adequately 
regulate  the  flow  of  blood.  Diseased 
valves  may  not  close  completely  or  may 
be  constricted.  People  with  failing  heart 
valves  may  suffer  from  fatigue,  chest 
pain,  and  dizziness.  The  problem  is  most 
often  the  result  of  aging. 

About  33'/'  of  replacement  heart 
valves  are  taken  from  animals  and  ca- 
davers. But  they  often  don't  last  more 
than  five  years.  So  mechanical  valves 
have  been  gaining  market  share  and  are 
expected  to  account  for  80%  of  the  total 
valve  market  by  1995.  And  after  more 
than  320,000  implants  worldwide,  only 
3%  of  St.  Jude's  valves  have  been  impli- 
cated in  clotting  that  could  cause 
strokes,  one  of  the  lowest  clotting  rates 
in  the  industry.  One  reason  is  its  elegant 
design,  which  lets  blood  flow  smoothly 
through  the  valve.  "Twenty  years  from 
now,  a  large  percentage  of  surgeons  will 
still  be  using  the  St.  Jude  valve,"  de- 
clares CEO  Lawrence  A.  Lehmkuhl. 

So  far,  his  competitors  have  been 
jinxed.  Pfizer's  Bjork-Shiley  valve  was 
recalled  in  1986  after  key  support  struts 
fractured.  Baxter  withdrew  its  Durome- 
dics/Hemex  valve  in  1988,  when  the  car- 
bon-coated "doors"  of  the  valve  began 
eroding.  Since  then,  surgeons  and  regu- 
lators in  the  U.  S.  have  become  wary  of 
new  valves.  "It's  hard  to  get  new  valves 
accepted  because  we've  seen  so  many 
fail,"  says  John  A.  Macoviak,  a  Boston 
heart  surgeon. 

Still,  St.  Jude's  rivals  are  undeterred. 
And  St.  Jude  may  inadvertently  be  help- 
ing them  advance.  The  distributors  it  cut 
off  in  six  European  countries  helped  ac- 
count for  55%  of  its  total  unit  sales  and 
32%'  of  its  revenues.  St.  Jude  hopes  to 
boost  profits  by  selling  direct  and  cap- 
turing the  10%  net  operating  margin 
that  distributors  earned.  In  Europe, 
where  there  is  more  competition  and 
fewer  regulatory  hurdles,  heart  valves 
cost  about  $3,000,  vs. 
$3,800  in  the  U.S.  In  the 
quarter  ended  Mar.  31,  St. 
Jude's  sales  rose  14.67',  to 
$52.3  million,  and  profits 
jumped  21%,  to  $20.2  mil- 
lion. But  Barbara  L. 
Santry,  an  analyst  at  Dain 
Bosworth  Inc.  in  Minne- 
apolis, says  unit  volume 
dropped  18%  on  the  Conti- 
nent as  St.  Jude's  market 
share  fell  three  points,  to 
30%.  Since  then,  its  shares 
are  off  about  15%. 
One  disaffected  custom- 
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er  is  Dr.  Axel  Haverich,  a 
cardiac  surgeon  from 
Hanover,  Germany,  who 
buys  valves  for  his  1,150- 
bed  hospital.  He  has  quit 
buying  St.  Jude  valves  be- 
cause of  concerns  about 
service  since  his  distribu- 
tor was  dismissed.  "That's 
a  surgeon  we  haven't  had 
a  chance  to  sit  down 
with,"  says  Lehmkuhl. 
'HIGH-HANDED.'  Mean- 
while, St.  Jude's  rivals  are 
on  the  march.  Last  July, 
Baxter  relaunched  an  im- 
proved version  of  the 
valve  it  had  withdrawn  in 
nearly  every  market  ex- 
cept the  U.  S.,  where  it  is  still  awaiting 
FDA  approval.  Another  beneficiary  is 
Carbomedics,  which  last  year  agreed  to 
pay  a  licensing  fee  to  St.  Jude  for  a 
knockoff  valve  the  company  has  sold  for 
three  years  in  Europe.  "They've  been 
high-handed  with  their  distributors  and 
surgeons  because  they  felt  they  were  in 
a  superior  position,"  says  Frank  L. 
Tamru,  Carbomedics'  director  of  sales 
and  marketing  for  Asia  and  the  Pacific. 


ELEGANT  DESIGN:  ST.  JUDE'S 
VALVE  PREVENTS  CLOTS 


Lehmkuhl  says  "we  did 
not  mistreat  our  distribu- 
tors." He  says  he  gave  no- 
tice well  in  advance  of  cut- 
ting them  off.  Still,  Dain 
Bosworth's  Santry  be- 
lieves that  Carbomedics  is 
picking  up  St.  Jude's  lost 
market  share. 

That's  good  news  for 
the  Austin  (Tex.)  compa- 
ny, which  has  a  beef  with 
Lehmkuhl.  Until  recently, 
St.  Jude  was  Carbomed- 
ics' biggest  customer  for 
carbon  coating,  buying 
about  $35  million  worth  a 
year.  But  on  May  6,  the 
FDA  gave  St.  Jude  approv- 
al to  use  its  own  coating  in  valves  sold  in 
the  U.  S.  Now,  Carbomedics  is  cheering 
on  St.  Jude's  rivals,  who  are  also  poten- 
tial customers  for  its  coating.  It  is  licens- 
ing its  own  valve  design  to  Villafana  and 
sharing  the  costs  to  develop  it.  And  it 
will  sell  its  coating  to  Helix.  Villafana 
claims  his  old  team  of  specialists  has  a 
valve  that  will  produce  less  clotting  than 
St.  Jude's.  He  also  says  that  the  Helix 
valve  can  be  X-rayed — therefore  moni- 


tored noninvasively — and  is  easier  to  h 
plant.  Villafaiia  has  even  signed  on  Ric 
ard  W.  Kramp,  former  head  of  sales  ai 
marketing  who  got  St.  Jude  rolling 
1978. 

Villafana's  trump  card  may  be  his 
nancial  backers:  several  of  St.  Jude 
former  European  distributors.  Flui 
with  cash  yet  without  a  valve  to  offe 
they  put  up  $5  million  in  a  private  plac 
ment  in  January  to  back  Villafana, 
native  of  New  York's  South  Broi 
whose  parents  came  from  Puerto  Rico 
the  1920s. 

One  thing  is  sure:  St.  Jude,  which  d 
pends  on  its  heart  valve  for  94%  of  i 
revenues,  can't  afford  to  take  any  ch; 
lenge  lightly.  It  has  a  hefty  cash  tro 
and  little  debt,  but  has  failed  to  diver: 
fy.  Moreover,  the  patent  on  its  val 
expires  in  1998.  FDA  approval  takes 
least  five  years.  So  St.  Jude  is  workii 
on  a  next-generation  valve  that  it  hop 
will  reduce  clot  formation  and  the  nei 
for  anticoagulants.  To  achieve  thi 
Lehmkuhl  plans  to  bump  up  R&D  sper 
ing  from  3.6%  of  sales  to  6%,  the  indi 
try  average.  Time  will  tell  if  thai 
enough  to  keep  his  competitors  at  baj 

By  Julia  Flyrni  Siler  iyi  St.  Paul,  Min 


CAN  THE  MAN  WHO  BUILT  A  BETTER  HEART  VALVE  DO  IT  AGAIN? 


anuel  A.  Villafana  is  a  bit  of  a 
[departure  from  your  usual 
I  medical  entrepreneur.  Forget 
lab  coats  or  advanced  degrees.  Villa- 
faiia, who  prefers  flashy  suits  and  cuff 
links  shaped  like  heart  valves,  earned 
his  top  diploma  from  Cardinal  Hayes 
High  School  in  the  South  Bronx.  Ask 
about  the  diamond  ring  on  his  right 
hand,  and  he'll  tell  you  he  designed  the 
setting  for  the  2.02-carat,  investment- 
grade  gem.  "You  could  buy  a  house 
with  this  diamond,"  he  adds.  His  Rolls- 
Royce  and  '47  Cadillac?  "We  like  to 
have  fun,"  he  explains. 

But  don't  let  appearances  fool  you. 
Villafaiia,  who  is  known  as  Manny  in 
the  industry,  boasts  a  busy  if  mixed 
track  record  at  starting  up  companies. 
In  1972,  he  founded  Cardiac  Pacemak- 
ers Inc.,  which  was  sold  to  Eli  Lilly  & 
Co.  six  years  later  for  $127  million.  In 
1976,  he  founded  St.  Jude  Medical  Inc. 
In  1981,  after  seeing  St.  Jude's  heart 
valve  through  four  years  of  clinical  tri- 
als in  Europe,  Villafaiia  left  under  still- 
disputed  circumstances. 

Two  years  later,  he  co-founded  GV 
Medical  Inc.,  a  laser-angioplasty  com- 
pany. In  1987,  Villafaiia  left  that  strug- 
gling company,  which  would  lose  $7.9 
million  in  1990,  to  start  Helix  Biocore 


Inc.  Helix  planned  to  offer  cell-growing 
services  to  drug  and  biotech  companies 
but  eventually  turned  to  the  heart- 
valve  market  when  cash  grew  tight. 
'BEAUTIFUL.'  This  latest  venture  is  a 
touchy  subject  with  St.  Jude  CEO  Law- 
rence A.  Lehmkuhl,  who  calls  Villa- 
f aria's  efforts  at  a  comeback  "nothing 
but  hype."  He 
groups  Villafaiia 
with  "the  30  oth- 
ers trying  to  de- 
velop mechanical 
valves.  We'll  be 
ready  for  him." 
As  for  Villa- 
faiia's  claim  that 
he'll  begin  im- 
planting heart 
valves  in  humans 
in  Europe  by  the 
end  of  the  year, 
Lehmkuhl  says: 
"You  can  take 
anything  and  stick  it  in  humans  some- 
where in  the  world." 

Lehmkuhl,  a  former  accountant,  dis- 
misses Villafaiia  as  "a  salesman"  who 
left  St.  Jude  because  he  had  misinter- 
preted Food  &  Drug  Administration 
rules  and  implanted  more  valves  in  hu- 
mans than  he  had  permission  to.  This 


crisis,  Lehmkuhl  asserts,  nearly  led  t< 
the  company's  shutdown.  Villafaii 
calls  the  charge  "totally  incorrect"  am 
says  the  board  "begged"  him  to  stay, 
Whatever  the  case,  Villafaiia  doe: 
seem  a  gifted  salesman.  At  a  recen 
convention  of  heart  surgeons  in  Wash 
ington,  he  was  pitching  his  new  valv 
to  Walter  Van 
campenhoudt,  St 
Jude's  forme 
distributor  ii 
Belgium.  Afte 
his  presentation 
complete  with  ; 
prototype  of  thi 
valve  and  photos 
Villafaiia  had 
believer.  "If 
beautiful,"  Van 
campenhoudt  de 
Clares.  "There' 
no  doubt  abou 
its  success." 
But  the  key  is  what  doctors  think 
"We  take  manufacturers  with  a  graii 
of  salt,"  says  Carl  Backer,  a  Chicagi 
heart  surgeon.  "We  read  the  scientifi 
literature  and  know  from  our  own  e.^ 
perience."  Ultimately,  Villafana's  valv' 
will  have  to  meet  that  difficult  test. 

By  Julia  Flynn  Siler  in  Chicago 
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There's  never  been 
a  better  time 
to  buy  a  Canon 
plain  paper  FAX. 


The  Laser  Class'"  FAX-L770  prints  on  plain 
paper  with  laser  technology  for  extremely 
high  quality  output.  It  gives  you  faxes  that 
not  only  look  great,  but  are  easy  to  handle 
and  file,  and  won  t  curl  or  fade  over  time.  No 
wonder  more  people  choose  a  Canon  plain 
paper  FAX  than  any  other. 

The  FAX-L770  also  offers  UHQ™  (Ultra 
High  Quality)  for  utmost  clarity  on  the  faxes 
you  send,  and  Hyper-Smoothing  which  helps 
clear  up  the  ''fuzzy"  lines  and  edges  of  faxes 
you  receive— both.  Canon  exclusives. 

Not  only  that,  its  replaceable  cartridge 
contains  everything  that  can  run  out  or  wear 
out  in  the  printing  process,  and  can  be 
replaced  in  one  easy  step. 

Now,  in  addition  to  obtaining  this  Laser 
Class  technology,  you  can  take  advantage  of 
the  following  special  offers*  if  you  purchase  a 
FAX-L770  between  February  1st  and  June 
28th,  1991. 


Free  1MB  memory  upgrade. 

This  means  you  can  rely  on  your  Laser  Class 
FAX-L770,  even  when  you've  run  out  of  paper  The 
additional  memory  allows  you  to  store  up  to  40 
pages  of  information,  which  can  be  printed  when 
the  paper  supply  is  replaced. 

Free  supplies. 

You'll  receive  two  replacement  cartridges  and 
an  8,000-sheet  supply  of  8 !/: "  x  1 1 "  paper  with  your 
purchase.  So  you  won  t  have  to  worry  about  fax 
supplies  for  up  to  one  year,  based  on  the  average  usage. 

No  finance  charges  until  February  22, 1992: 

Purchase  your  FAX-L770  with  a  Canon 
Credit  Card  and  you'll  incur  no  finance  charges  until 
February  22nd,  1992.* 

Two  years  of  maintenance  for  the  price  of  one. 

With  the  purchase  of  a  one-year  maintenance 
agreement,  your  Canon  FAX  dealer  will  provide 
another  year — free.  This  is  more  than  just  protec- 
tion, it  insures  top  performance  Of  your  Canon  FAX. 

To  find  out  more  on  how  to  take  advantage 
of  these  offers  on  a  Canon  LaserClass  FAX-L770, 
visit  your  nearest  authorized  Canon  FAX  Dealer 
or  call  1-800-OK-CANON. 


Canon 

LASER  CLASS 

FAX- 


Enjoy  easy  extended  payments  wiih  ihe  Canon  Ctedil  Card 
Ask  tor  details  at  pariicipaiing  Canon  dealers 
Available  only  m  U  S 


•OMers  available  at  pariicip,:i.  ■  '     U  l  i  : 

tSubjeci  !o  credit  approval,  begmmng  Februdfv  2  3rG  i9yj  iof  a'l  quaiiiymg  purchases  nnade  on  your  Canon 
Credii  Card,  finance  charges  will  accrue  at  an  Annual  Percentage  Rate  ol  up  to  17  88%  with  a  minimum  tinance 
charge  o!  501  lor  any  month  in  which  a  finance  charge  i5  due 

>.  1  _  1  _    -ri-  _  I  I  <,-^ —  A^,.i  onu^    1  nn-i  (El  IQQI  r.annn 


Note  This  oflef  has  been  extended  from  April  30th,  1991 
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The  Sun  SPARCstation  family 
28.5  MIPS  maximum. 


What  happoied  to  th  I 


Our  maximum,  76  MIPS,  is  almost 
three  times  as  fast  as  theirs.  And 
our  new  Series  700  workstation 
family  starts  at  57  MlPS-exactly 
twice  Sun's  maximum. 

The  main  reason  for  this  enormous 
advance  is  our  proven  PA-RISC 
architecture.  It  enables  our  work- 


stations to  achieve  a  SPECmark 
of  72.2  versus  Sun's  21. 

Where  SPARC  architecture  has 
just  about  reached  its  upper  limits 
in  speed,  our  PA-RISC  has  only 
just  begun  to  fly.  It's  wide  open 
for  future  leaps  in  performance 


as  dramatic  as  the  ones  we've Jv^niB 
introduced. 

And  you  can  j  ump  right  in  and  5i 
start  working  in  this  UNIX*  env  1.^:1? 
ronment.  The  top  applications 
are  already  ported  to  our  new  I 
generation  of  workstations.  AncI  3; 
more  than  3,600  applications  ' 


UNIX  is  a  US.  registered  trademark  of  AT&T  in  the  USA  and  in  other  countries,  d  1991  Hewlett-Packard  Company  CPWG01.5 


The  HPApoUo  RISC  workstation  family 
76  MIPS  maximum. 


d  SPARC? 


now  available  on  PA- RISC. 

's  open  design  makes  it  simple 
it  our  workstations  into  any 
Itivendor  network.  This  also 
tects  your  investment  by  keep- 
them  open  to  future  growth 
1  upgrades. 


These  days,  staying  competitive 
is  even  more  important  than  ever. 
The  new  HP  Apollo  RISC  work- 
stations will  give  you  the  edge  for 
as  little  as  $12K  for  57  MIPS  and 
17  MFLOPS.  Or  $20K  for  76  MIPS 
and  22  MFLOPS. 

Call  1-800-637-7740,  Ext.  2039 


for  more  information.  Then, 
instead  of  just  striking  a  spark, 
you  can  set  the  world  on  fire. 


HEWLETT 
PACKARD 


-j-he  origin''^  ^''^''i  ;^s^ 


THIS  COPIER 
OUTU  52  VPs 

14  SR  VPs,  4  CrOs 

AND  ONE  SM 


[||  Ah  yes,  the  ever-changing  faces  at  the 
office.  Some  with  titles  they're  not  even  aware 
of.  But  nobody  ever  talks  behind  a  Savin  copiers 
back.  They're  so  dependable  they've  been  known 
to  last  twenty  years.  Perhaps  the  only  reason 
you'd  replace  your  old  Savin  copier  is  to  get  your 
hands  on  the  full  range  capability  of  a  new  one. 
ilJlake  the  new  Savin  9/10.  It  has  all  the 
features  you  need  in  this  don't-give-me-any- 
problems-l-have-tG-have-it-or-the-S.O.B.-will- 

(0  1991  Savir;  Corporation 


fire-me  business  world.  |||  Like  high  speed  and 
high  volume  performance,  with  a  3700-sheet 
paper  capacity  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 
where  you  like.  Automatic  copying  from  unburst 


computer  forms  so  you  don't  have  to  stand 
there  contemplating  the  push-pin  holes  in  the 
wall.  A  guidance  display  so  easy  even  the 
interns  can  figure  it  out.  And  a  Job  Card  System 
that  makes  those  tedious  copying  jobs  duck 
soup.  [|j  So  here  are  two  suggestions.  Pray 
that  the  S.O.B.  doesn't  resurface  at  your  next 
job.  And  call  Savin  today  at  1  -800-52-SAVIN. 

5ai/in» 


WE  MIND  YOUR  BUSINESS.: 


evelopments  to  Watc 


ED  BY  EMILY  T.  SMITH 


IS  SNOWMAKER  EATS 

RING  THAWS  FOR  BREAKFAST 


ers  carry  around  visions 
of  a  wiiite  Easter.  Un- 
fortunately, the  weather 
doesn't  always  cooper- 
ate. But  thanks  to  an 
Australian  inventor,  the 
ski  slopes  may  soon  stay 
white  a  lot  longer. 

John  Melbourne,  the 
founder  of  J.  S.  Mel- 
bourne Controls  Ltd., 
has  invented  a  snow  ma- 
chine that  can  produce 
;now  at  much  higher  temperatures  than  current  snowmak- 
which  operate  only  in  below-freezing  weather.  Melbourne 
tested  a  prototype  of  his  new  machine  at  a  ski  resort  at 
Buller  in  Australia's  Victorian  alps, 
e  machine  converted  30  gallons  of  water  per  minute  into 
)owder  snow,  even  at  40F — a  feat  Melbourne  was  told  was 
ssible  when  he  started.  In  the  conversion  process,  the 
line  uses  a  vacuum  to  suck  in  cold  air.  A  conventional 
im  uses  fans  to  draw  in  hot  air.  And  the  new  device 
^ers  a  major  complaint  against  conventional  machines:  It 
n't  make  as  much  noise. 


I 


f  children  dream  of  a 


E  'MOLECULE  SORTER' 

EY  SAID  WOULD  NEVER  FLY 


r  more  than  a  decade,  inventor  Norman  Haber  has  trum- 
eted  the  discovery  of  a  previously  unknown  subatomic 
omenon.  He  calls  it  electromolecular  propulsion  (EMP),  and 
elieves  it  has  sweeping  potential  in  medicine  and  chemis- 
-anywhere  substances  are  analyzed  to  determine  their 
)onents.  Last  month,  the  founder  of  Haber  Inc.  in  Towaco, 
,  unveiled  a  commercial  product — a  $12,500  instrument 

separates  liquid  compounds  into  their  constituent  mole- 
;  much  faster  than  EMP's  rival  technology,  electrophoresis, 
hat  took  so  long?  Haber's  initial  claims  polarized  the 
itific  community.  EMP  seems  to  work  by  momentarily 
cing  the  random  quantum-mechanical  movement  of  elec- 
5  hopping  from  atom  to  atom.  For  an  instant,  atoms  that 

lost  an  electron  can  be  nudged  apart  by  a  weak  electrical 
3nt.  Most  scientists  dismissed  that  notion  out  of  hand, 
h  made  it  rough  to  win  financing  and  obtain  patents.  But 
5r  continued  to  argue  his  case  with  patent  agencies,  even- 
y  winning  15  patents.  Only  then  did  he  license  a  European 
)any  to  produce  his  EMP  system.  Now,  skeptics  can  buy  a 
line  and  see  if  EMP  does  harness  a  new  phenomenon. 


LLING  ALL  ANTIBODIES: 
CCINES  WITH  MORE  PUNCH 


le  premise  behind  vaccines  is  simple:  Doctors  expose  the 
)ody  to  a  disarmed  version  or  a  piece  of  an  infectious 
it  such  as  a  polio  virus.  In  response,  the  body  makes 
)odies  that  will  "remember"  the  invader  and  wipe  out  an 
:tion.  But  vaccines  must  also  be  packaged  with  an  agent, 
d  an  adjuvant,  which  irritates  the  immun?  system  so  that 


it  produces  lots  of  antibodies.  Most  vaccines  are  paired  with  an 
adjuvant  called  alum,  a  bath  of  aluminum  salts. 

Now,  researchers  at  Ribi  Immunochem  Research  Inc.  in 
Hamilton,  Mont,  have  come  up  with  a  more  effective  broth  for 
vaccines.  Ribi's  Detox  adjuvant,  a  mix  of  stimulants  made 
from  bacteria,  dramatically  increased  the  antibody  responses 
among  a  group  of  volunteers  injected  with  malaria  vaccine. 
Their  antibody  levels  were  an  average  of  10  times  as  high  as  a 
group  that  was  injected  with  alum.  The  improvement  could 
enhance  a  new  generation  of  vaccines  being  developed  for 
Lyme  disease  and  herpes.  It  has  been  difficult  to  stimulate 
enough  antibodies  to  protect  the  body  against  these  illnesses. 


ONE  STEP  CLOSER 
TO  ARTIFICIAL  BLOOD 


For  years,  biotechnology  companies  have  tried  to  develop  an 
artificial  blood  that  could  be  used  for  emergency  transfu- 
sions. But  most  efforts  have  stumbled  over  trying  to  repro- 
duce hemoglobin,  the  protein  that  carries  oxygen  in  red  blood 
cells  and  is  the  essential  element  for  artificial  blood.  The 
trouble  is,  when  hemoglobin  is  outside  the  red  blood  cell,  it 
clings  too  tightly  to  oxygen.  Natural  hemoglobin  also  breaks 
down  into  smaller  units  that  can  clog  the  kidneys  and  even 
cause  them  to  fail.  Trying  to  reproduce  animal  hemoglobin 
hasn't  succeeded  yet,  either. 

But  now,  Somatogen  Inc.  in  Boulder,  Colo.,  may  have  a 
solution.  Through  genetic  engineering,  the  company's  re- 
searchers have  modified  human  hemoglobin  so  that  it  gives  up 
its  oxygen  more  readily  and  doesn't  break  down  in  the  body. 
Then,  they  produce  the  material  using  yeast  or  bacteria.  The 
substance,  which  is  pure  and  doesn't  break  down,  is  free  of 
side  effects  in  animals.  It  is  also  up  to  30%  better  at  releasing 
oxygen  than  natural  hemoglobin.  Somatogen  Vice-President 
Thomas  B.  King  says  the  company  expects  to  begin  testing  on 
humans  by  the  end  of  summer,  pending  government  approval. 


PLASTICS  THAT  BREAK  DOWN 
—WITHOUT  BREAKING  THE  BANK 


Plastics  have  such  a 
bad  name  in  some 
circles  that  packaging 
makers  would  welcome 
a  biodegradable  plas- 
tic— as  long  as  it  didn't 
cost  much  more  than 
regular  plastics.  There  is 
already  a  proven  materi- 
al— absorbable  sutures 
made  from  lactic  acid — 
but  that  plastic  costs  as 
much  as  $250  per  pound. 

Now,  researchers  at 
Battelle  Memorial  Insti- 
tute in  Columbus,  Ohio,  have  modified  the  manufacturing 
process  so  that  they  can  produce  iactic-based  plastics  for  $1  to 
$2  a  pound,  much  closer  to  the  cost  of  commodity  plastics, 
which  sell  for  less  than  $1  per  pound.  Their  process  yields 
materials — with  a  wide  range  of  properties  from  brittle  to 
stretchy — that  are  1007'  degradable  by  microbes  in  the  soil. 
They  degrade  with  or  without  air  in  six  months  to  five  years — 
and  can  have  a  shelf  life  of  up  to  two  years.  Raw  materials  for 
the  plastic  are  readily  available  from  food  wastes  such  as 
potato  peelings  or  residue  from  cheese  production.  They  could 
be  used  to  make  all  kinds  of  disposable  containers. 


;E  &  TECHNOLOGY 
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FOR  THE  LAST  23  YEARS, 
OUR  FORKLIFTS  HAVE  BEEN 
MAKING  THE  KIND  OF  STACKS 
COMPANIES  CAN  APPRECIATE. 


Since  1967  Toyota  forklifts  have  been  engineertit 
help  companies  save  money  by  nurturing  the  uptiift 
outsmarting  the  downtime.  You'll  find  Toyota  forl.ll 
handling  raw  materials  to  finished  products  in  a  mti 
of  industries. 

Today,  Toyota  builds  a  full  line  of  forklifts,  in  a  'id 
range  of  sizes  and  load  capacities,  many  of  which  ie 
built  in  the  U.S.  And  every  forklift  we  make,  fronj 
1,200  lb.  to  33,000  lb.,  cushion  tire  to  pneumaticjif 
to  diesel  and  electric,  is  backed  by  a  comprehens 
limited  warranty.*' 

So  put  Toyota  to  work  for  you.  Call  (800)  556-' 
ext.  80,  or  in  CA  (800)  441-2345,  ext.  80.  Dealers 
134  locations  nationwide  will  give  you  o  demonstn 
and  show  you  stacks  of  TO  YOTI^ 
reasons  to  go  with  Toyota. 


INDUSTRIAL  EQUIPM 


*One  yeoi  or  2,000  hours  on  ttie  entiie  fotklift  Two  yeois  or  4,000  hours  on  ttijliv 
See  youi  Toyoto  Dealer  for  (omplete  detoils, 

©1991  Toyota  Industriol  fquipmeni,  A  Division  of  Toyota  Motor  Sales,  USA,  Inc. 


The  Right  Tool  for 


I 


A* 


Credit  is  tight  and  revenues 
are  shrinking,  but  without 
investTJtent  in  new,  nmre 
productive  equipment,  many 
businesses  can  V  remain  mn- 
petitive.  Leasing  cars,  trucks, 
cmiputer  syste?ns,  high-tech 
medical  equipment,  and 
other  depreciating  assets  has 
always  offered  an  alternative 
to  aiimership,  kit  during  an 
ecmiomic  downturn  the  tradi- 
tional advantages  of  leasing 
. .  .off-balance-sheet financing, 
a  way  to  conserve  capital, 
obsolescence  pjvtection. . . 
beco7ue  particularly  attractive 
for  businesses  in  need  of  new 
equipment. 
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What  state  is  your  capital  in  today'r 


Hughes 


In  a  lean  economy,  you  need  to  maximize 
capital.  Which  is  why  many  companies  -  who 
had  owned  their  vehicles  -  are  now  taking 
advantage  of  a  Ryder  Full  Service  Lease. 

We  provide  custom-specified  vehicles  and  a 
preventive  maintenance  program  that  keeps 
them  running  in  top  condition. 

And  if  you  ever  need  extra  trucks,  we  have 
a  full  backup  fleet.  We  even  handle  the  admin- 


istrative headaches  of  licensing  and  permitting. 
All  of  which  frees  up  time  and  money  you  can 
apply  to  your  core  business. 

Call  us  at  1-800-446-5511,  extension  152,  for 
a  free  "Lease  Versus  Own  Analysis."  Using 
your  numbers,  we'll  compare  the  true  cost  of 
ownership  to  Full  Service  Leasing  with  Ryder. 

We  could  put  your  cap- 
ital  in  a  much  better  state,  ffm  ■  MvEaCs 

1-800-446-5511 
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IS9I  Ryder  Truck  Rental,  Inc  A  Rydi-r  Syslem  Co 


LEASING  The  Right  Tool  for  the  Times 


WTii  le  leasing  is  first  and  foremost  a  tool  for 
financing  equipment  acquisitions,  some  les- 
sors have  also  evolved  into  equipment  spe- 
cialists that  offer  a  full  range  of  asset  man- 
agement services.  In  recessionary  times, 
such  expertise  can  be  especially  valuable 
since  it  allows  a  company  to  concentrate 
both  capital  and  energy  on  its  primary 
business  while  valuable  but  secondary  as- 
sets such  as  a  fleet  of  vehicles  or  a  network 
of  computer  workstations  are  managed  by 
lessors  for  maximum  jin^iluctivit)-  and  low- 
est life-cycle  costs. 

Together,  the  service  and  financing 
advantages  of  equipment  leasing  may  be 
the  reason  that  leasing  outpaced  overall 
business  investment  in  new  equipment  last 
year  and  that  projections  show  it  still  gain- 
ing popularity  this  year.  U.S.  business  in- 
vested S3H5.6  liillion  in  equipment  in  1 990, 
according  to  the  U.S.  Dept.  of  (Commerce, 
an  increase  of  only  6.5%  over  1989.  By 
contrast,  leasing's  portion  of  that  invest- 
ment grew  8.7%  to  $132.9  billion. 

.As  might  be  expected  given  econ- 
omic conditions,  overall  investment  will 
grow  only  4.9%  to  $404.3  billion  this  year, 
according  to  C>oinmerce  Dept.  projections. 
Despite,  or  perhaps  because  of  the  econ- 
omy, leasing's  share  of  that  investment  is 
expected  to  reach  S 1 43 .7  billion  for  a  8. 1  "/n 
increase  over  1990. 


Movable  Assets 

"As  many  North  American  markets  have 
softened  due  to  a  drop  in  consumer  spend- 
ing, corporations  have  intensified  dieir  fo- 
cus on  producrivity  in  all  aspects  of  their 
ojierations,"  says  Jim  Rogers,  president  of 
(;F.  C^apital  Fleet  Services,  a  unit  of  GE 
(Capital  C^orp.  "All  discretionary  costs  are 
l)eing  re-evaluated  in  terms  of  the  Vi'lue 
they  add  to  customer  sendee." 

That  makes  the  financial  advantagi 
oi  leasing  as  an  alternative  to  ownership  al. 


the  more  attractive  for  companies  that  need 
cars  and  trucks  to  support  their  business, 
according  to  James  Rallo  senior  vice  presi- 
dent ot  client  and  industry  relations  for 
PHH  FleetAmerica.  First,  they  get  trans- 
portation assets  at  an  attractive  price,  while 
conserving  cash  for  other  needs,  he  says. 

"Cash  is  freed  up  for  investments  in 
primar\'  business  activities  instead  of  in  de- 


preciatingassetslike  vehicles, "adds  Rogers. 
"With  leasing,  you  don't  pay  cash  up  front 
and  wait  to  get  it  back  via  depreciation." 

Equipment  leases  are  most  often  di- 
vided into  two  basic  types  ...  finance  and 
operating  leases. 

The  finance,  or  full-payout  lease  gen- 
erally spans  the  entire  useful  life  of  a  piece 
of  equipment.  Total  payments  in  a  finance 
lease  essentially  represent  the  ftill  value  of 
the  equipment,  anti  ownership  passes  to 
the  lessee  at  the  end  of  the  lease  term. 

In  contrast,  an  operating,  or  non-full- 
payout  lease  is  written  for  shorter  periods, 
with  the  lessee  financing  only  a  portion  ot 
the  equipment's  value  and  the  lessor  retain- 
ing the  residual  value  at  the  end  of  the  lease. 

For  the  most  part,  ftill-service  car  les- 
sors like  GE  Fleet  Services  and  PFIH 
FleetAmerica,  and  those  in  the  heavy-truck 
market  like  Ryder  Systems  Inc.,  write  oper- 


ating leases,  which  in  addition  to  lowering 
the  amount  that  must  be  financed,  offer  th 
advantage  of  oft-balance-sheet  financing 
for  those  assets.  That  frees  up  credit  lines  a 
a  time  when  banks  and  other  lenders  ar 
reluctant  to  extend  or  increase  credit. 

This  type  of  lease  arrangement  als 
simplifies  tax  planning  and  administratio 
since  the  lease  payments  are  claimed  as  t 
deductions,  and  depreciation  computation 
for  state  and  federal  tax  purposes  are  un 
necessary.  It  also  helps  minimize 
corporation's  alternate  minimum  tax  li 
ability  by  eUminatingaccelera ted  deprecia 
tion,  which  is  an  AMT  preference  item. 

As  important  as  those  financial  advan- 
tages may  be,  "Money  is  just  one  piece  o; 
the  game,"  says  GE's  Rogers.  "Asset  man- 
agement is  really  the  story  in  fleet  leasing 
7\nd  that's  why  in  a  tough  economy,  w« 
become  even  more  important  to  our  cor- 
porate clients." 

Despite  pressures  to  lower  costs,  suc- 
cessful companies  realize  that  this  is  not  £ 
time  to  cut  back  on  services  and  operation; 
essential  to  growth  once  consumer  spend 
ing  begins  to  pick  up. 

As  a  result,  car  and  truck  lessors  sei 
many  businesses  responding  to  the  current 
economic  pressures  by  looking  for  improvec 
productivity  from  company  vehicles  anc 
drivers,  and  thereby  lowering  life-tycle  oi 
overall  vehicle  costs  without  cutting  bad 
on  the  size  of  essential  fleets  like  th<  )se  usee 
by  sales  and  service  operations. 

"We  operate  as  a  fleet  managemeni 
consultant  for  our  customers,"  says  Rallo 
"We  assess  a  company's  fleet  operations 
their  objectives  and  goals,  and  then  recom- 
mend ways  to  achieve  those  goals  for  thtj 
lowest  possible  cost.  We  help  a  client  iden 
tify  all  the  costs  associated  with  a  fleet., 
internal  management  staff,  fuel,  taxes,  li-j 
censing,  maintenance  as  well  as  financing.' 

"There's  a  lot  of  money  spent  in  tht 
time  between  buying  and  selling  a  vehicle,' 
adds  Rogers. 

Turning  over  the  administrative' 
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Introducing  The 
Great  American  Beauty. 


The  1991  Buick 
Park  Avenue. 


have  come  up  with  one  of  the  quietest,  tightest 
and  smoothest  operating  luxury   mii  es  per  gallon 
sedans  we've  ever  driven."  l^^?"^ 

City  Hwy 


The  elegant,  highly  aerodynamic  shape  of 
this  new  Buick  Park  Avenue  is  certain  to  make 
a  beautiful  first  impression. 

But  its  true  beauty  is  also  apparent  in  Park 
Avenue's  highly  refined  engineering.  To 
quote  Motor  Trend.- "Buick  engineers      (  ^\ 


As  you'd  expect,  all  Park  Avenue's  accom- 
plishments are  underscored  by  Buick  quality. 

We  invite  you  to  visit  your  Buick  dealer 
today.  Test-drive  Buick  quality  as  evidenced 
in  the  all-new  1991  Park  Avenue. 

For  morf  information,  please  call 
1-800-3PARK-AVE. 


BTJLICK 

The  New  Symbol  For  Quality 
In  America. 


LEASING  The  Right  Tool  for  the  Times 


chores  of  managing  a  comjiany  fleet  to  a 
lessor  is  one  way  to  lower  fleet  costs.  Just 
keeping  track  of  vehicle  titles  and  licenses, 
insurance,  maintenance  schedules,  fuel  pur- 
chases, and  property  taxes  can  he  an  expen- 
sive, inefficient  use  of  data  management, 
personnel  and  equipment.  V^ehicle  lessors, 
with  their  specialized  knowledge  and  man- 
agement systems,  can  often  provide  those 
services  in  ways  that  lower  overall  vehicle 
costs  or  improve  fleet  productivity. 

In  trucking,  where  purchase  prices  are 
high  and  maintenance  requirements  de- 
manding, leasing  accounts  for  3  5  %  to  40% 
of  all  new  registrations,  according  to  Jim 
Shiplet,  president  of  Paccar  Leasing  Corp. 

Maintenance  is  "still  the  number  one 
reason  people  choose  [full-service  truck] 
leasing,"  says  Shiplet,  followed  by  the  pre- 
dictability of  operating  costs,  the  availabil- 
ity of  replacement  vehicles,  and  other  ve- 
hicle-related services.  However,  as  the 


economy  has  slowed  down,  uncertainty 
over  residual  values  has  become  "a  bigger 
part  of  the  equation"  as  businesses  weigh 
the  advantages  of  leasing,  he  points  out. 


From  Maineframes  To  PCs 

C.omputer  and  other  high-technology 
equipment  manufacturers  have  not  escaped 
the  effects  of  the  softening  economy,  but 
lessors  in  the  field  that  survived  some  very 
difficult  times  in  the  late  1980s  are  weath- 
ering the  recession  quite  well. 

As  with  other  types  of  equipment, 
"the  general  economic  climate  helps  sell 
leasing  over  purchase,"  says  Robert  Bardagy, 
executive  vice  president  of  Comdisco  Inc., 
an  independent  high-tech  lessor  with  rev- 
enues of  $2  billion  last  year.  "There's  no 
one  in  the  countrv  that  won't  at  least 


Equipment  Leasing  Made  Easy 

NYNEX  Credit  Company  offers 
a  full  array  of  leasing  options 
designed  to  meet  your  needs. 

Whether  you're  lookinji  at  an  investment  of  $100,000  or 
$10,000,000.  N  Y  NF:X  Credit  Company  will  uork  with  you 
to  design  a  financing  packaJ^e  you  can  live  with. 

Spcciali/iiiy  111  leases  ot: 

•  Computer  Hardware       •    Office  Furniture 

•  Printing  Kquipment         •    Medical  Equipment 

•    Manufacturing  Kquipment 


For  more  int'onnalion  cal 

1-800-622-9232 


NYNEX 

Credit  Company 


NYNi-;X  Crcdil  Coinixiny  •  33^  M.iclison  Avenue  •  New  York.  NY  10017 


consider  leasing  for  that  age-old  reason... 
conserving  capital. 

"But  we're  basically  a  manager  of  a 
company's  high-tech  assets,"  says  Bardagy. 
"Leasing  is  only  a  piece  of  what  we  do." 

For  example  users  of  computers,  tele- 
communication equipment,  and  other  tech- 
nologically complex  equipment  have  al- 
ways been  concerned  about  rapid  advances 
in  equipment  designs.  Leasing  shifts  the 
risk  of  obsolescence  and  reduced  residual 
value  to  the  lessor,  which  relies  on 
remarketing  skills  to  ensure  the  highest 
possible  resale  value. 

Given  current  economic  conditions 
and  the  limited  amount  of  capital  available, 
many  more  businesses  prefer  to  invest  in 
assets  that  will  be  around  in  five  to  seven 
years  rather  than  in  high-tech  assets  that 
might  become  obsolete  far  more  rapidly, 
says  Bardagy.  "They'd  rather  lease  it,  and 
let  us  worry  about  the  residual  risk." 

Not  only  does  an  economic  downturn 
make  the  lessor's  remarketing  skills  more 
valuable,  but  it  also  makes  it  easier  to  take 
equipment  off  lease  and  move  it  elsewhere. 

"The  recession  makes  used  equip- 
ment a  good  alternative,"  says  Bardagy.  By 
suggesting  used  high-tech  equipment  in- 
stead of  new  equipment,  Comdisco  saved 
customers  over  $1  billion  last  year  he  says. 
For  example,  the  company  says  it  saved  the 
University  of  Nebraska  $3.65  million  by 
recommending  it  lease  a  used  IBM  main- 
frame rather  than  a  new  model. 

High-ticket  items  like  mainframe 
computers  continue  to  attract  most  of  the 
attention  in  high-  tech  leasing,  and  indeed 
economic  conditions  in  many  industries 
are  responsible  tor  a  large  shift  towards 
leasing  as  the  preferred  form  of  financing. 

"Two  or  three  years  ago,  40%  to  45% 
of  all  mainframes  were  purchased,"  says 
Bardagy.  "Today  our  estimate  is  closer  to 
20%  purchase."  While  computer  leasing 
was  once  mainly  used  by  mid-sized  busi- 
nesses, now  many  large  coqiorations  such 
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EASING  The  Right  Tool  for  the  Times 


banks,  airlines,  and  financial  institutions 
at  once  bought  that  type  of  equipment 
e  also  looking  at  leasing,  he  points  out. 


Healthy  Market 

though  the  health-care  industry  has  es- 
ped  much  of  the  economic  pain  and 
ffering  of  the  current  downturn,  hospital 
ecudves  are  still  concerned  about  cash 
)sition  and  flow,  according  to  Martin  E. 
mmerman,  president  and  CEO  of  The 
lNC  Group,  an  independent  equipment 
isor  and  financial  consultant  in  the  health 
re  field. 

Changes  in  federal  guidelines  on  hos- 
tal  reimbursements  also  have  financial 
niinistrators  concerned  about  reducing 
controlling  fixed  costs  like  capital  invest- 
ents  in  big-ticket  equipment.  And  fear  of 
:hnological  obsolescence  is  just  as  acute 
with  lipotripters,  magnetic  resonance 
lagers,  and  CAT  scanners  as  it  is  with 
ainframe  computers. 

In  response,  medical-equipment  spe- 
ilists  like  LENC  are  providing  far  more 
an  simple  lease  financing.  For  example, 
ere's  less  benefit  to  off-balance-sheet  fi- 
ncing  for  hospitals,  which  are  far  more 
mcemed  with  fixed  monthly  costs  of  leas- 
g  or  purchasing  expensive  equipment, 
cording  to  Zimmerman.  To  reduce  those 
ists,  as  well  as  the  investment  risk  for  the 
)spital,  LESJC  can  arrange  a  pay-per-use 
ise  that  ties  the  instimtion's  cost  for  a 
ece  of  eqtiipment  to  its  use. 


Lease  For  All  Equipment 

raditionally,  the  profits  from  lease  fi- 
incing  were  largely  generated  by  tax  ben- 
its  that  passed  fi-om  the  company  leasing 
the  equipment  to  the  lessor.  By  reducing 


the  value  of  equipment  depreciation,  the 
Tax  Refonn  Act  of  1 986  made  it  harder  for 
lessors  to  compete  with  other  types  of  fi- 
nancing. 

The  recession,  however,  has  revived 
the  need  for  tax-driven  leasing.  Businesses 
hit  hard  by  the  drop  in  consiuner  spending, 
for  example,  may  not  have  the  taxable  in- 
come to  take  advantage  of  even  the  reduced 
depreciation  tax  benefits.  A  lessor  with  a 
tax-profitable  parent  can  use  those  tax  ben- 
efits and  pass  them  through  to  lessees  with 
attractive  finance  rate. 

NYNEX  Credit  Company  was  origi- 
nally set  up  to  provide  lease  financing 
for  customers  of  NYNEX  Company's 
other  telecommunication  and  high-tech 
equipment  marketing  divisions.  In  the  past 
few  years,  the  leasing  subsidiary  has  diver- 
sified into  third-party  lease  arrangements, 
including  large  leveraged  leases  for  com- 
mercial aircraft. 

Focusing  mainly  on  middle-market 
leases. .  .equipmentacquisitions  of  $  1 00,000 
to  $5  million. .  .NYNEX  Credit  "still  sees  a 
good  many  [tax-oriented]  deals  out  there," 
says  John  Bertolini,  director  of  sales.  And 
NYNEX  Company's  profitability  makes 
those  deals  attractive  both  to  its  subsidiary 
and  to  those  looking  for  lease  financing. 

Although  it  varies  by  industry,  there 
are  signs  that  an  economic  recovery  is  al- 
ready underway.  As  it  gains  strength,  busi- 
ness will  step  up  its  invesonent  in  new, 
more  productive  equipment.  And  leasing, 
as  it  has  through  previous  economic  cycles, 
will  continue  to  grow  in  popularity  as  it 
provides  business  with  low-cost,  low-risk 
access  to  the  tools  it  will  need  to  participate 
in  that  recovery. 


The  text  for  this  special  adveitising  section  was 
written  by  Jim  Mele,  senior-  editor  of  Fleet  Owner 
?>iagazine. 


Your  Best 
Source  for 
Leasing  Cat 
Equipment 

Check  Cat  Financial  first 
to  lease  or  buy  Caterpillar® 
construction  equipment, 

lift  trucks,  engines  or 
turbines  -  new  or  used. 

We  offer  many  competitive 
financing  options.  Operating 

leases.  Finance  leases. 
Governmental  lease-purchase 
agreements.  Installment 
sale  contracts. 

Call  1  -800-822-4228  for  more 
information.  Ask  for  "The  Basic 
of  Equipment  Financing"  or 
see  your  local  Cat  Dealer. 

The  Financial  Services  Team 
from  Caterpillar. 
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WASHINGTON 

OLYMPIC  NATIONAL  PARK 

1 1  contains  the  only  temperate  rain  forest  in  the 
Northern  Hemisphere:  mossy  vines,  200-foot-tall 
spruce  trees,  huge  ferns,  and  plush  green 
ground  cover.  Yet  just  hours  away  are  snow- 
capped mountains  and  wild,  windy  beaches  cov- 
ered with  drifted  logs.  This  is  the  Olympic  Penin- 
sula in  the  northwestern  corner  of  the  U.  S.,  one 
of  Washington  State's  best-kept  secrets. 

Unless  you  ask,  people  in  Seattle  won't  tell 
you  much  about  the  peninsula  or  the  fabulous 
sites  in  Olympic  National  Park  (206  452-0330). 
It's  their  private  getaway,  the  unspoiled  beauty 
they  escape  to  when  the  traffic  gets  to  them. 
Already,  too  many  Winnebagos  and  campers 
clog  the  peninsula's  narrow  roads  during  the 
summer,  some  Seattleites  grumble. 

You  won't  find  any  posh  resorts  on  the  Olym- 
pic Peninsula — yet.  Mitsubishi  plans  to  build  a 
large  golf  resort  in  one  corner,  despite  local 
protests.  But  for  now,  the  peninsula  attracts 
people  who  like  to  stay  in  beautiful  old  lodges 
overlooking  mountain  lakes,  in  comfortable  sea- 
side cabins  on  windswept  bluffs,  or  at  camp- 
grounds nestled  amid  towering  ancient  trees. 
You  won't  find  phones  or  TVs  in 
most  rooms.  And  you  will  pay 
just  $65  to  $103  a  night  in  the 
area's  nicest  places. 
TINY  TREES.  The  best  way  to  tour 
the  peninsula  is  to  follow  the  old 
West  Coast  highway,  U.S.  101 
as  it  curls  all  the  way  around, 
some  500  miles  round-trip  from 
Seattle,  spending  at  least  two 
nights.  As  soon  as  you  start 
heading  north  from  Hoquiam  on 
101,  you  get  a  sense  of  the  local 
economy.  Logging  truck  after 
logging  truck  hurtles  south,  each 
stacked  high  with  freshly  cut 
timber.  The  road  noses  through 
miles  of  towering  green  forests, 
only  to  emerge  into  the  raw  sun- 
light of  barren  clear-cut  land- 
scapes. Even  tops  of  hills  are 
sometimes  shaved  raw  by  log- 
gers. Yet  reforestation  efforts 
are  under  way.  ITT  Rayonier, 
which  owns  and  logs  much  of 
this  private  land,  has  carefully 
erected  signs:  "Clearcut,  1920. 
Clearcut,  1985.  Replanted,  1986." 
Look  closely  and  you'll  notice 
tiny  fir  trees  poking  up  through 
the  rubble  of  old  stumps. 

Lake  Quinault  Lodge  (206  288-2571)  should  be 
[he  first  stop.  Built  in  1926,  it's  an  imposing 
pla>  of  brown  wood  shingles  and  green  shut- 
ters )verlooking  a  large,  grassy  lawn  that  slopes 
dowi  to  a  crystal-clear  lake.  A  huge  old  fireplace 
domiujites  the  lobby.  The  rooms  are  small  and 
comfortuble,  with  a  summer  breeze  blowing  in 


WASHINGTON 


DRIFTWOOD  DREAMS: 
SPECTACULAR  SCENES,  FROM 
WINDSWEPT  SEASCAPES  TO  A 
LUSH  RAIN  FOREST,  ARE  THE 
STAR  AnRACTIONS  IN  THIS 
SEQUESTERED  CORNER  OF  THE 
PACIFIC  NORTHWEST,  WHERE 
THE  RUSTIC  INNS  AND  LODGES 
OFTEN  HAVE  NO 
IN-ROOM  PHONES  OR  TVs 


through  old  wood-frame  windows.  The  t 
rant  offers  views  of  the  lake  as  well  ; 
food,  everything  from  hearty  sandwii^e: 
shrimp  fettucine  and  blackberry  cobblers 
HIGH  LOOKOUT.  From  here,  you  can  take| 
along  the  lake  to  get  a  sense  of  the  rair 
Better  yet,  just  a  few  minutes'  drive  av 
short  loop  trail  that  takes  only  half  an 
walk.  It's  awesome:  a  fir-needle  carpet;  t\ 
hemlocks,  firs,  and  cedars;  a  clear  strea 
orchids;  and  "nurse  logs" — huge  trees 
gan  growing  1,000  years  ago,  fell  500  ye^ 
and  have  500-year-old  trees  growing  out  i 
Another  hour's  drive,  and  the  Pacific 
Along  the  gray-sand  beach  lie  thousands 
ed  logs,  trees  fallen  from  river  bar 
washed  up  from  the  sea,  bleached  wh| 
bones  of  the  rain  forest.  An  ideal  stoppir 
here:  Kalaloch  Lodge  (206  962-2271).  Ill 
rows  of  neat,  clean  cabins  on  a  bluff  oveij 
the  sea.  Many  come  with  fireplaces  and 
ettes;  all  have  grassy  lawns  and  exceller 
of  the  ocean,  especially  at  sunset. 

Just  35  miles  from  Kalaloch  is  one  of 
National  Park's  highlights:  the  Hoh  Rain'o; 
a  fantasyland  of  moss-draped  trees,  salr^" 
dappled  spruce,  hemlock,  and  fir  trees, 'Ot  '^'' 
ancient  logs,  vine  maples,  sword  ferns,  .Id ■  * 
monberry  shrubs.  Last  wtte^ 
rained  176  inches  here,  7S. 
inches  in  Seattle.  Yet  stiiis-'^"' 
on  the  north  side  of  the  iH:'-''? 
la  it  hardly  rains  at  all.  Ts 
mountains  of  the  OlympicRa 
wring  all  the  moisture  ouof" 
wet  Pacific  winds.  Andsyl] 
time  you  reach  Lake  Ces 
less  than  two  hours  lateryo 
entering  dry  country.  Rote  *'' 
hugs  this  gorgeous,  bluemi"'-'' 
tain  lake  for  more  tha: 
miles.  Lake  Crescent  Lock  * 
928-3211),  a  historic  gray  w 
structure  with  a  huge  elk  1"* 
over  the  fireplace,  has  ch-n'-Si 
little  cottages  facing  th  1* 
Avoid  rooms  in  the  lodge  v.  'sl 
are  too  historic — thin  Ti 
no  private  baths — to  be  cBnt-tk 
able.  If  the  wind  gets  U  c  m 
the  lodge  has  a  long  eclMcl 
porch  with  wicker  furnit 
a  pleasant  restaurant. 

Incredible  as  it  soun 
peninsula's  most  stunnin 
ery  is  yet  to  come.  After 
of  winding  up  the  coast, 
ulous  vista  of  Hurricane  \  i?^ 
180   degrees   of   snowftp  ai' 
mountains — spreads  before  you.  In  the  slKir>i 
you  can  hike  an  hour  farther  up  throug 
flower-covered  alpine  meadows  to  a  hiji 
out  with  views  across  the  water  to  '^tojji 
Canada.  I 

If  time  permits,  you  can  hike  aroi^  k\< 
Dungeness  spit,  a  long  sliver  of  land  sticlfi^fia 
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ocean,  or  window-shop  in  the  art  galler- 
craft  shops  of  seaside  Port  Townsend,  a 
g  town  built  in  the  1890s.  Going  back, 
s  through  backwoods  country  and  cross 
sound  by  ferry.  As  you  approach,  the 
aers  of  downtown  Seattle  grace  the  hori- 
rking  your  return  to  civilization. 

By  Dori  Jones  Yang 

G  I  A 

LL  ISLAND 


[  back  in  a  rocking  chair  on  the  wrap- 
porch  of  the  Jekyll  Island  Club  Hotel,  it's 

transport  yourself  back  to  the  days 
3bber  barons  owned  this  small  barrier 
ff  the  Georgia  coast.  To  your  left  is  the 
"cottage"  once  owned  by  oil  tycoon  Wil- 
)ckefeller  (brother  to  John  D.).  Nearby 
;r  vacation  homes  owned  by  the  likes  of 
II  Field,  Joseph  Pulitzer,  and  William 
Dilt.  They  were  among  the  business  elite 
ide  the  Jekyll  Island  Club,  founded  in 
a  private  winter  resort,  one  of  the  most 
e  enclaves  of  its  day. 
then,  the  pace  was  purposely  slow.  Too 
'  later  generations,  who  preferred  trendi- 

in  Florida  and  Europe.  By  the  1940s,  the 
se  and  cottages  were  closed. 
DAST.  But  now,  the  quiet  island  has  re- 
.ndergoing  a  state-sponsored  transforma- 
3  an  outdoor  recreation  playground.  And 
olf  and  tennis  have  become  the  primary 
there's  a  renewed  trend  toward  doing 
le  rich  did  a  century  ago:  taking  it  easy. 
)riginal  nine-hole  dunes  golf  course  built 
millionaires  continues  to  operate — and  to 
eted  by  the  Atlantic  Ocean  winds.  Three 
img  18-hole  courses  have  been  carved  out 
line  and  oak  forests  and  marshland  in  the 


SEA  ISLAND  SUNRISE: 
IF  BEACHCOMBING,  GOLF, 
TENNIS,  AND  NATURE  WALKS 
PALL,  THE  WRAPAROUND 
VERANDA  OF  THE  JEKYLL 
ISLAND  CLUB  HOTEL  IS  A 
PERFECT  PLACE  TO  SIT  AND 
READ,  CHAT,  OR  JUST  STARE 
INTO  SPACE.  ONCE  A  HAUNT 
OF  SUCH  MOGULS  AS 
MARSHALL  FIELD  AND 
WILLIAM  VANDERBILT,  THE 
ISLAND  TODAY  REMAINS  AN 
UNSPOILED,  DROWSY  PLACE 


center  of  the  island.  In  1989,  a  tennis  complex 
sporting  13  clay  courts  opened. 

Those  inclined  to  pass  on  such  participatory 
sports  might  prefer  just  to  explore  the  island. 
Several  of  the  moguls'  cottages  have  been  re- 
stored and  are  now  open  as  part  of  a  tour  of  a 
240-acre  historic  district.  The  homes  are  con- 
structed in  a  variety  of  period  styles  and  materi- 
als, including  tabby,  a  mixture  of  crushed  sea- 
shell,  lime,  and  water. 

The  state  authority  has  wisely  built  20  miles 
of  paved  pathways  that  wind  through  palms, 
moss-draped  oaks,  and  along  beaches,  nearly  en- 
circling the  island.  The  pathways  make  for  easy 
walking  or  bicycling,  the  ancient,  twisted  trees 
providing  pleasant  shade  in  the  hot,  humid  cli- 
mate. And  since  you've  come  all  the  way  to  the 
Atlantic  Ocean,  it  would  be  hard  not  to  detour 
from  the  paths  to  visit  Jekyll's  beaches.  Many 
are  still  wild,  with  natural  dunes  and  bushes 
intact.  The  more  developed  ones  are  no  match 
for  the  majestic  white  sand  of  Florida  or  Hawaii, 
but  they're  certainly  adequate  for  sunbathing, 
wave  jumping,  and  beachcombing — except  dur- 
ing high  tide,  when  the  narrow  beaches  are 
mostly  underwater. 

LITTLE  STARCH.  The  turreted  Jekyll  Island  Club 
Hotel  (800  333-3333)  is  the  centerpiece  of  island 
life.  The  rambling  white  brick  structure  boasts 
Queen  Anne-style  decor,  floor-to-ceiling  mirrors, 
and  stained-glass  fanlights.  The  dining  room  is 
stunning — a  high-ceilinged  chamber,  bisected  by 
massive  white  columns.  Men  are  required  to 
wear  jackets  to  dinner,  but  that's  the  only  evi- 
dence of  starch  at  a  very  laid-back  resort.  Rates 
range  from  $89  to  $159  per  night. 

Family  vacations  provide  the  bulk  of  summer- 
weekend  bookings,  but  the  Jekyll  Island  Club 
Hotel  also  caters  to  business  meetings.  You 
know  the  kind:  a  few  hours  of  talk  in  the  morn- 
ing and  then  on  to  the  links,  the  beach,  or  the 
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hotel's  formal  croquet  green  in  the  afternoon. 

After  all,  taking  care  of  business  was  not 
unheard  of  in  the  tycoons'  day.  In  1910,  Senator 
Nelson  Aldrich  and  club  meiiiber  J.  P.  Morgan 
organized  a  secret  meeting  of  financiers  and 
government  officials,  where  plans  for  the  future 
Federal  Reserve  Bank  were  outlined.  Chances 
are  your  conference  here  won't  reach  that  level 
of  historical  significance.  But  that  shouldn't  stop 
you  from  vacationing  like  a  millionaire. 

By  Chuck  Hawk  ins 

NEW  MEXICO 

SANGRE  DE  CRISTO 
MOUNTAINS 

I  wanted  to  hike  in  the  hauntingly  beautiful 
mountains  of  northern  New  Mexico.  But  I  want- 
ed to  go  in  style.  By  day,  I  would  be  an  intrepid 
explorer,  traveling  on  foot  and  unraveling  the 
mysteries  of  Indian  ruins  hidden  deep  in  moun- 
tain canyons.  By  night,  I'd  return  to  the  com- 
forts of  a  fine  meal  and  a  bottle  of  wine  served 
ill  an  elegant  dining  room.  Instead  of  pitching  a 
tent,  swatting  bugs,  and  boiling  freeze-dried  tur- 
key ,u'-iblets,  I  opted  for  the  rustic  luxury  of 
Raivho  Encantado  (505  982-3537). 

Ju.-t  eight  miles  north  of  Santa  Fe,  it's  nestled 
in  tht  foothills  of  the  scarlet  and  snowcapped 


RIDING  HIGH: 
JUST  EIGHT  MILES  FROM 
SANTA  FE,  RANCHO 
ENCANTADO  NESTLES  IN  THE 
FOOTHILLS  OF  SNOWCAPPED 
PEAKS.  SPEND  YOUR  FIRST 
DAY  ON  HORSEBACK  TO 
ADJUST  TO  THE  ALTITUDE:  THE 
RANCH  IS  AT  7,000  FEET,  AND 
THE  HIKING  GOES  HIGHER  STILL 


Sangre  de  Cristo  Mountains,  visible  fn 
large  balcony  off  my  second-floor  room, 
stairs  in  the  dining  room,  guests  are  tre 
another  splendid  view:  Floor-to-ceiling  w 
reveal  the  vast  and  largely  pristine  Rio 
Valley — you  almost  expect  to  see  the 
charging  across  it. 

It's  a  good  idea  to  spend  the  first  day 
about  the  pool  or  taking  an  easy  horsebai 
Your  body  will  need  a  day  to  adjust  to  t 
tude:  The  ranch  itself  is  at  7,000  feet, 
hikes  will  take  you  up  to  even  thinner  air. 
fasting  on  a  dish  known  as  the  Tesuque  s 
eggs,  potatoes,  black  beans,  melted  chee 
chiles  all  served  in  a  large  pan — will  supj 
with  plenty  of  fuel  for  the  hike. 

Scenic  trails  in  the  Sangre  de  Cristo  rai 
a  20-minute  drive  from  the  ranch.  One 
prettiest  treks  is  the  Chamisa  Trail,  a  fi 
loop  that  takes  hikers  past  a  rushing  stre 
through  an  aromatic  pine  forest  and  oper 
ows  abloom  with  lupine,  wild  iris,  and 
primrose.  Hawks  and  jays  soar  above,  anc 
peckers  hammer  away  in  the  ponderosa 
ADOBE  ABODE.  Most  hikes  take  only  half 
an  afternoon  trip  gets  me  back  to  the  r 
plenty  of  time  for  a  swim  and  a  soak 
Jacuzzi,  where  sangria  is  served  before 

Thanks  to  occasional  whiffs  of  the 
guests  never  quite  forget  they're  at  a  ran 
it  isn't  until  evening  that  the  lodge  revi 
full  charm.  The  big  adobe  interior  is  ba 
warm  light,  mainly  from  a  huge  chandeli 
parchment  shades.  Old  wood  carvings 
large  oil  painting  of  Jesuit  priests,  near  1 
ing-room  entrance,  give  the  place  a  Eu 
ambience.  Ornately  carved  wooden  doors 
a  narrow  tiled  stairway  that  takes  you 
five  rooms  upstairs.  (There  are  more  ro 
the  nearby  cottages  and  casitas;  prices  ri 
to  $245  per  night.) 

In  the  living  room,  couches  are  ar 
around  a  constantly  burning  fireplace 
huge  Indian  drum  that  serves  as  a  coffei 
Rancho  Encantado  has  been  open  for  2.' 
but  its  almost  Moorish  feel  makes  it  seer 
older.  Only  the  wall  devoted  to  photos 
owner  with  such  celebrities  as  Princess  C 
Gene  Kelly,  and  John  Wayne  breaks  the 

While  casual  dress  is  permitted,  many 
opt  for  jackets  and  ties  or  long  dresses  a' 
Dinner  is  served  in  large  portions,  and  t 
ranges  from  lamb  to  swordfish.  A  bit 
place  perhaps,  but  very  fresh. 

For  the  second  day  of  hiking,  I  rise 
beat  the  crowds  at  Bandelier  National 
ment,  a  45-minute  drive  across  the  valle 
than  a  mile  along  the  trail,  there's  an  a 
ing  array  of  pueblo  ruins.  Climb  the 
wooden  ladders  that  lead  into  the  caves- 
rise  150  feet  high — and  peer  out  into  the 
at  the  pueblo  ruins  below.  But  don't  stay 
the  trail  so  long  that  you  miss  cocktail  hoi 
at  the  ranch:  Watching  the  sunset  is 
Rancho  Encantado's  greatest  pleasures. 

By  Eric 
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er  decades,  before  jets  and  interstate 
s  put  most  places  within  easy  reach, 
)  stopped  for  weei<s  or  even  months  at 
destination  resorts — little  cities  of  lei- 
■viced  by  posh  railroad  cars.  This  style  of 

vacationing  lives  again  at  the  Greenbri- 
est  Virginia's  Allegheny  Mountains.  In 
the  78-year-old  resort  began  offering 
3  (from  "$209  to  $346  per  night)  with  the 
n-European  Express,  a  private  train  that 
ween  New  York  and  Chicago. 
;nse  of  escapist  luxury  begins  when  you 
■  the  Express  office  (800  677-4233),"  an 
blue  carpet  and  wood  paneling  amid  the 

New  York's  Pennsylvania  Station.  Once 
everything  is  mahogany  and  patterned 
rpet;  the  walls  are  painted  in  marbleized 
.  Huge  bouquets  of  tulips  and  lilies 
e  club  car,  furnished  with  puffy  art  deco 
id  sofas. 

GRAZING.  You  may  have  brought  along 
3ut  increasingly  your  eyes  are  drawn  to 
scape:  Maryland  woods,  Virginia  horse 
nd  West  Virginia's  New  River  Gorge,  a 
a  of  jagged  cliffs  and  frothy  rivers, 
•y-gazing  is  one  prime  activity  on  the 
le  other  is  eating.  Passengers  departing 
w  York  start  with  a  Continental  break- 
fie  club  car,  then  move  to  the  dining  car 
iree-course  lunch,  then  have  high  tea. 
passengers  receive  a  six-course  dinner 


LUXURY  EXPRESS: 
DINE  IN  STYLE  ON  A  CLASSIC 
TRAIN  THAT  TAKES  YOU  TO 
THE  GREENBRIER  RESORT  IN 
WHITE  SULPHUR  SPRINGS, 
WHERE  SPA  TREATMENTS  ARE 
THE  BIG  DRAW 


VIRGINIA 


and  a  hearty  breakfast.  If  train  travel  was  never 
really  like  this,  it  should  have  been. 

At  the  White  Sulphur  Springs  station,  forest- 
green  limos  await  to  conduct  you  up  the  drive  to 
the  Greenbrier  (800  624-6070).  The  hotel  has  a 
gleaming  White  House-like  exterior;  the  interior 
resembles  a  Southern  country  club  as  interpret- 
ed in  a  Hollywood  musical.  The  huge  lobby  and 
the  rooms  burst  with  oversize  prints  done  in  a 
melange  of  pastel  and  primary  colors. 

The  Greenbrier  offers  the  usual  variety  of 
resort  sports — tennis,  swimming,  riding,  and  of 
course,  golf  (Sam  Snead  was  its  resident  pro  for 
decades).  There's  also  hiking  and  white-water 
rafting  half  an  hour  away,  but  most  guests  don't 
stray  far  from  the  hotel  itself.  And  some  never 
make  it  past  the  state-of-the-art  spa.  Body  treat- 
ments are  part  of  a  time-honored  tradition — it 
was  the  curative  powers  of  the  region's  natural 
sulfur  springs  that  first  drew  travelers  here  in 
1778.  Today,  sulfur  baths  are  a  key  feature  of 
the  spa's  various  services,  along  with  massages, 
facials,  and  herbal  wraps. 

The  spa  is  especially  popular  with  the  conven- 
tion groups  that  make  up  about  two-thirds  of  the 
resort's  business.  To  avoid  the  crowds,  eat  in  one 
of  the  two  smaller  restaurants,  the  Tavern  or 
the  Golf  Club;  the  food  tends  to  be  better  than 
the  overly  creamy  fare  served  in  the  main  dining 
hall,  anyway. 

To  fully  appreciate  the  Greenbrier,  "you  have 
to  enter  another  dimension — it's  a  very  old-fash- 
ioned place,"  says  Cary  Sherman,  a  partner  of 
Arnold  &  Porter,  a  Washington,  D.  C,  law  firm. 
Quaintness  abounds,  from  the  dress  code,  which 
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An  open  letter  of  thanks  to  Charlie  Sporck 


On  the  eve  of  your  retirement  as  President  and  CEO  of  National  Semiconductor  Corporation,  we 
wanted  to  let  you  know  how  much  we  appreciate  everything  you've  done  for  us,  for  this  industry, 
and  for  this  nation. 

Since  1986,  electronics  has  been  the  largest  industry  in  the  U.S.,  employing  nearly  3  million  people 
building  over  $295  billion  worth  of  products  annually,  almost  all  of  them  based  on  semiconductor 
technology.  Obviously,  this  industry  is  of  great  strategic  importance  to  the  economic  and  political 
security  of  this  country. 

Charlie,  you  have  spurred  us  to  action  by  reminding  us  that  product  innovatiori  alone  will  not  suffice; 
that  design  plus  manufacturing  are  the  keys  to  America's  industrial  strength. 

You  have  lived  this  message  as  one  of  the  genuine  pioneers  of  Silicon  Valley.  First  as  Production 
Manager  and  later  General  Manager  of  Fairchild  Semiconductor.  Then  as  President  and  CEO  of 
National  Semiconductor  As  a  founder  of  the  Semiconductor  Industry  Association  (SIA),  developing 
public  policy  solutions  to  international  trade  and  business  issues.  As  the  catalyst  between  industry 
leaders  and  government  policy  makers  in  SEMATECH,  the  first  consortium  to  advance  American 
manufacturing  technology.  And  as  a  founder  of  the  National  Advisory  Committee  on  Semiconductors. 

You  once  said,  "This  country  is  full  of  starters.  But  there  are  damn  few  finishers.  That's  what  it's  all 
about:  getting  good  at  finishing." 

You've  set  the  standard,  Charlie.  There  isn't  anyone  in  this  industry — anyone  in  this  country — who 
hasn't  benefited  from  your  vision,  your  strength,  your  determination,  and  your  steadfast  leadership  for 
more  than  three  decades. 

Thanks,  Charlie.  It's  been  an  honor  to  have  worked  alongside  you. 

Your friends  and  colleagues  in  the  SIA, 


WJ.  Sanders,  III 

Dr.  Ralph  Schauer 

James  A.  Norling 

Cal  Ransom 

Chairman  &  CEO 

President 

President  &  General  Manager 

President 

Advanced  Micro  Devices,  Inc. 

Ford  Microelectronics,  Inc. 

Motorola,  Inc. — Semiconductor 

United  Technologies 

Products  Sector 

Microelectronic  Center 

Al  Mecchi 

Jonathan  E  Cornell 

General  Manager 

President 

Gilbert  F  Amelio 

Alfred  J,  Stein 

Allied  Signal  Aerospace 

Semiconductor  Sector 

President  &  CEO 

Chairman  &  CEO 

Harris  Corporation 

National  Semiconductor  Corp. 

VLSI  Technology,  Inc 

Raymond  Stata 

Chairman  of  the  Board  &  President 

George  E.  Bodway 

Michael  W  Morrissey 

Bernie  Vonderschmitt 

Analog  Devices,  Inc. 

Manager,  Corporate  Planning 

Vice  President 

President 

Hewlett-Packard 

Microelectronics  Division 

Xilinx,  Inc. 

William  J.  Warwick 

NCR  Corporation 

President 

Michael  J.  Attardo 

Edgar  A.  Sack 

AT&T  Microelectronics 

VP  &  President 

Frank  Garbis 

President  &  CEO 

General  Technology  Division 

General  Manager 

Zilog,  Inc 

George  Perlegos 

IBM  Corporation 

Strategic  Sourcing  &  Supply 

President  &  CEO 

Management 

Robert  Gable 

Atmel  Corporation 

Gordon  E.  Moore 

Northern  Telecom  Electronics  Inc. 

Chairman  &  CEO 

Chairman  of  the  Board 

Unitrode  Corporation 

Myron  Eichen 

Intel  Corporation 

David  Deardorf 

Chairman 

General  Manager 

Dr  William  J  Spencer 

Brooktree  Corporation 

Eric  Lidow 

Raytheon  Company 

President  &  CEO 

President 

Semiconductor  Division 

SEMATECH 

B  K.  Marya 

International  Rectifier  Corp 

President  &  CEO 

A.E.  Ross 

Larry  V  Sumney 

Catalyst  Semiconductor,  Inc. 

R.  Dale  Lillard 

Vice  President,  General  Manager 

President 

President 

Digital  Communication  Division 

Semiconductor  Research  Corp 

Alfred  S  Budnick 

Lansdale  Semiconductor,  Inc. 

Rockwell  Communication 

President 

Systems 

Warren  E.  Davis 

Cherry  Semiconductor  Corp. 

Wilfred  J.  Corrigan 

Vice  President 

CEO  &  Chairman  of  the  Board 

William  P  Weber 

SIA 

Michael  Hackworth 

LSI  Logic  Corporation 

Texas  Instruments  Executive 

President  &  CEO 

Vice  President 

Andrew  A  Procassini 

Cirrus  Logic,  Inc 

Joseph  L  Parkinson 

President  of  Semiconductor  Group 

President 

Chairman  &  CEO 

Texas  Instruments 

SIA 

Robert  B  Palmer 

Micron  Technology,  Inc. 

Semiconductor  Group 

VP  Manufacturing 

Digital  Equipment  Corporation 

Richard  C  Joy 

Vice  President,  General  Manager 
Unisys  Corporation 
Components  Group 
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Inicef 

Thousands  of  children  are  dying  from  drinking  ^20^^' 
unsanitary  water  every  day  and  we  need  your  help.  '}^'-zj^-'-^ 

Please  call  1-800-252-KIDS  to  find  out  how  you, 
your  friends  and  your  community  can  get  involved. 

You'll  be  helping  to  save  a  child's  life.  Please  call. 

A  future  for  every  child.  1-800-252-KIDS 

Dept.  211 

United  States  Committee  for 


unicef  ^1 


United  Nations  Children's  F-und 

Agency:  MacNamara,  Clapp&  Klein,  Inc. 
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Business  Can 
Always  Beneht  From 
A  Fresh  Perspective. 


:  the  Ritz-Carlton,  Laguna  Niguel,  business  meetings 
2  far  from  routine.  Southern  California's  only  Five-Star, 
/e-Diamond  resort  offers  elegant  conference  rooms  that 
)en  to  terraces  overlooking  the  Pacific.  A  delightful 
riery  of  settings,  both  in  and  out  of  doors,  for  gatherings 


of  every  kind.  Even  a  conference  concierge  to  make  sure 
everything  runs  smoothly  And  of  course,  service  is  warm, 
personal  and  uncompromising.  Call  7 14-240-2000  or  800- 
241-3333  for  reservations.  Or  contact  your  travel  profes- 
sional. We'll  change  your  oudook  on  meetings  forever. 


THE  Ritz-Carlton 

Lacuna  Niguel 
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mvG  lu      waller  Street, 
senior  services  nas  oeen  prooiems.  we  nave  classes     'ymi  ifancisco,  CA  94117  as  soon 
helping  the  elderly  maintain  everything  from  exercise  to    as  you  can. 
independent,  dignified,  and  painting.  And  we  fight  for  leg-     After  all,  none  of  us  is  get- 
meaningful  lives.  islation  that  helps  the  elderly  ting  any  younger. 

We  serve  hot  meals  to        We  can't,  however^  do  it 

those  who  may  desperately  all  alone.  Your  help  is  greatly     GOLDEN  GATE 

q^,edthem.We  provide  help  needed.        /  CCMTrvD  crD\  TirTC 

aii  advice  with  medical,         Please  call  415-621-1112    ol^lNlUK  OEKVlljliO 


Gerttot^  is  a  registered  trademark  of  Beecham  Inc| 
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dex  gives  the  starting  page  for  a  story  or  fea- 
ith  a  significant  reference  to  a  company.  Most 
iaries  are  indexed  under  their  own  names, 
jnies  listed  only  in  tables  are  not  included. 
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IsBdiind 

Almost  Every 
Compai^ 

InThis 
Magazine. 
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Big  or  small,  young  or  old.  the  companies  in  The 
Business  Week  Hot  Growth  Companies  seem  to 
agree  on  at  least  one  thing. 

The  superiority  of  Computer 
Associates  software. 

\'irtually  ever}'  company  listed  in 
c. .  i:mpunng  thls  Issue  uses  our  software  on  their 

Archne-rure  For  .    r  •  j 

The 9 ?s protects  mamftame.  midrange  or  microcom- 
'^uc^r'^fcl  puters.  And  no  matter  what  kind  of 
software -si'uon.  software  It  Is  -  information  manage- 
ment, s>  ;>tems  management  or  business  applica- 
tions —  c  :r  clients  all  use  it  for  the  same  reason. 


CA  offers  the  most  effective  and  integrated 
software  solutions  in  the  world.  Software  that  can 
make  your  information  systems  more  productive 
-  while  controlling  costs  at  the  same  time. 

That's  why  you'll  alwa\-s  find  our  software 
where\'er  you  find  successful,  growing  companies|QJ 
After  all,  these  days  the  right  software  can  really 
give  a  compam'  a 
competitive  edge. 

Ever>-one 
knows  that. 

Almost. 
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INITIAL  PUBLIC  OFFERINGS: 
ROOM  FOR  IMPROVEMENT 

the  Exxon  Valdez.  More — much  more — is  needed,  and  1 
U.  N.  resolutions  passed  to  date  allow  for  thesel 
vironmental  costs  to  be  included  in  any  war  reparal 
assessed  on  Iraq,  which  would  gradually  pay  them  1 
with,  say,  25%  of  its  future  oil  revenues.  The  problem  isj 
world  can't  wait.  The  oil  spilled  by  Saddam  Hussein  il 
ecological  disaster  of  unprecedented  proportions.  So  ara 
fires  he  set  at  Kuwait's  oil  wells,  500  of  which  are 
burning. 

What  is  needed  is  someone  to  finance  the  cleanup  unti 
money  can  be  collected  from  Iraq.  Fortunately,  then 
group  that  can  do  this:  the  Gulf  Cooperation  Council.  It 
created  in  1981  to  coordinate  the  economic  and  sect 
interests  of  the  six  Arab  nations  that  line  the  western  s 
of  the  gulf:  Bahrain,  Kuwait,  Oman,  Qatar,  Saudi  Ar; 
and  the  United  Arab  Emirates.  Despite  the  war,  these  c 
tries  remain  among  the  richest  on  earth,  and  what  coul 
more  in  their  interest  than  to  rid  their  region  of  this  ths 
to  their  health,  safety,  and  prosperity? 

The  U.  S.,  with  the  help  of  its  allies  in  Operation  Dt 
Storm  and  Japan,  might  have  to  coordinate  a  cleanup  ej 
at  least  an  order  of  magnitude  greater  than  the  present 
But  the  nations  that  would  benefit  most  should  put  up 
money.  Now.  " 

\ 

i 

1 

t 

f 
1 

■  n  the  U.  S.,  individuals  can  turn  their  ideas  into  products 
Hand  then,  by  tapping  the  public  equity  market,  gather 
H  more  capital  to  build  their  businesses.  The  same  can  be 
said  for  other  economies,  but  in  no  other  society  is  company 
creation  so  widespread  or  the  securities  market  so  central  to 
economic  growth.  That  is  one  reason  why  the  U.  S.  spawns 
so  many  companies  with  vast  growth  potential,  such  as  the 
100  on  our  hot-growth  list  (page  78). 

An  even  more  efficient  market  for  first-time  stock  offer- 
ings would  add  to  the  U.  S.'s  strategic  advantage  in  global 
financial  competition.  Several  recent  public  issues,  however, 
were  seriously  underpriced  by  investment  bankers,  and  a 
handful  were  grossly  overpriced  as  stock  prices  plummeted 
on  the  first  day  of  trading.  There  is  nothing  academic  about 
such  margins  of  error:  An  underpriced  stock  deprives  a 
fledgling  company  of  badly  needed  cash,  while  an  overpriced 
stock  takes  money  out  of  investors'  pockets,  and  dampens 
demand  for  other  offerings.  The  initial  public  offering  dPO) 
market  is  not  working  as  well  as  it  could. 

Investment  bankers  are  right  that  pricing  initial  public 
offerings  is  more  art  than  science — especially  in  the  case  of 
a  young  company  with  little  earnings  history.  It's  even 
trickier  for  companies  in  cutting-edge  industries  such  as 
biotechnology — in  which  salable  products  and  revenues,  let 
alone  profits,  are  years  away. 

Investment  bankers  have  been  setting  IPO  prices  since 
stocks  began  trading  on  what  is  now  Wall  Street  two  centu- 
ries ago.  Perhaps  it's  time  the  Street  devised  a  better  way  to 
raise  capital  for  some  emerging  growth  companies.  One 
idea:  Institutional  investors  already  trade  equities  and  other 
securities  with  one  another  using  computerized  networks 
and  bypass  brokers.  Why  not  launch  new  stock  offerings  the 
same  way?  Auctions  of  selected  iPOs,  provided  they  have  an 
earnings  history  and  a  decipherable  balance  sheet,  may  be 
able  to  improve  on  the  current  hit-or-miss  system  of  pricing. 
In  time,  any  new  auction  system  would  make  room  for 
individual  investors,  who  are  often  shut  out  of  the  hottest 
IPOS,  to  participate  in  the  offering. 

A  few  of  these  public  auctions  could  add  more  efficiency 
to  the  capital-raising  process.  And  that  would  go  a  long  way 
toward  helping  ensure  that  the  next  generation  of  emerging 
companies  gets  the  funds  it  needs  for  growth. 

1 

PASS  THE  BRADY  BILL— 
AND  MORE  GUN  LAWS 

1 

I^Hen  years  after  a  psychopath  narrowly  missed  ass; 
^H^nating  Ronald  Reagan  with  a  Saturday  Night  Spe 

H  Congress  is  once  again  mulling  handgun-control  k 
lation.  In  a  stunning  defeat  for  the  National  Rifle  Assn 
May  9,  the  House  approved  by  a  wide  margin  a  bill 
would  set  a  mandatory  seven-day  waiting  period  for 
purchase  of  such  firearms.  The  so-called  Brady  bill  : 
tribute  to  the  perseverance  of  former  Presidential  P: 
Secretary  James  S.  Brady,  who  was  severely  injured  in 
1981  assassination  attempt,  and  his  wife,  Sarah. 

The  legislation,  which  would  give  authorities  time  to 
background  checks  on  gun  buyers,  now  moves  to  the  Sen 
where  its  prospects  are  uncertain.  And  President  Bus' 
threatening  a  veto  unless  Congress  also  passes  a  bro£ 
anticrime  package. 

The  Brady  bill  is  no  foolproof  solution.  Background  ch( 
are  only  as  good  as  criminal  records,  which  aren't  f 
automated  and  can  t  cope  with  false  IDs.  And  criminals  ol 
steal  their  weapons  or  buy  them  on  the  black  market, 
the  legislation  will  serve  a  useful  purpose  if  it  inhibits  S( 
sales  and  keeps  guns  off  the  streets  a  little  longer.  Wh 
needed  is  even  stiffer  legislation.  Those  weapons  that 
useless  either  for  sport  or  legitimate  self-defense  shoulc 
banned  outright.  This  includes  all  machine-gun-like,  f 
automatic  firearms,  as  well  as  semiautomatic  assault  w( 
ons,  which  are  capable  of  extremely  rapid  fire. 

Each  year,  more  than  11,000  Americans  are  murde 
with  handguns,  and  1,200  are  wounded  in  accidents.  If 
Brady  bill  is  sound  policy— and  we  believe  it  is — the  Adr 
istration  shouldn't  hold  it  hostage  to  other  legislation. 
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CLEAN  UP  THE  MESS 
IN  THE  GULF— NOW 

nH|he  numbers  say  it  all:  Already,  the  oil  spill  in  the 
H  Persian  Gulf  is  some  15  times  as  large  as  the  one 
H  that  devastated  Alaska  two  years  ago.  Yet  only  about 
500  workers  are  trying  to  clean  it  up,  financed  with  barely 
$60  million  from  Saudi  Arabia.  By  contrast,  11,000  workers 
and  at  least  $2  billion  went  to  clean  up  the  spill  from 
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^E  BEST-KNOWN,  UNKNOWN  COMPANY  IN  AMERICA 


Westinghouse.  We  provide  more  advanced 
technologies  to  protect  the  environment 

than  anyone  else. 


Lvery  year.  Americans  produce 
re  than  150  million  tons  of 
nicipal  garbage.  At  this  rate. 
St  of  our  existing  landfills  will  be 
by  the  year  2000.  What's  more, 
r  275  million  tons  of  industrial 
ardous  waste  enter  the  environ- 
nt  each  yean 

Vestinghouse  has  proven,  cost- 
;ctive  technologies  that  are 
ping  to  solve  these  growing 
blems. 


Our  waste-to-energy  systems 
are  efficiently  turning  garbage  into 
electricity,  helping  municipalities 
reduce  their  need  for  new  landfills. 

Our  adv  anced  waste  handling, 
incineration  and  control  systems 
are  helping  our  customers  deal  with 
the  treatment  and  disposal  of 
hazardous  industrial  wastes.  We 
also  provide  special  services  for 
en\  ironmental  testing  and  analysis, 
site  remediation,  and  24-hour 


emergency  response. 

Protecting  the  environment 
goes  beyond  cleanup.  That's  why 
we've  developed  new  technologies 
designed  to  be  compatible  with  the 
en\ironment.  Like  advanced  mod- 
ular nuclear  power,  and  clean  coal 
technologies.  Solar  phoiovoltaics. 
And  fuel  cells. 

More  reasons  w  hy  Wesdnghuuse 
is  a  company  you  should  get  to 
know  better. 


You  can  be  sure... if  ifs  Westinghouse 


SIEMENS 


1895.  That  was  then. 


Working  in  a  small  laboratory,  Wilhelm  Roentgen  made  the  world's  first  x-ray 
images.  Working  with  him,  Siemens  patented  and  manufactured  its  first  x-ray  tubes 
in  1896. 


(c:  Siemens  Corporation  1991 
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The  world's  largest 
market  is  up  for  grabs 
While  the  Europeans 
and  Americans  are 
losing  ground,  the 
Japanese  are  coming 

on  strong  PAGE  44 


Or,  How  ATM  Bell  Labs  Conceives  Some  Of 
The  Best  Ideas  In  Communications. 

AW  Bell  Laborat(;ries.  Its  a  new  kind  of  phone  that 
knows  who  you're  calling.  Its  seven  Nobel  Prizes.  A 
switch  that  harnesses  the  power  of  light.  Its  4,000 
Ph.D.s.  'A  patent  a  day."  AT&T  Network  Systems  and 
your  local  telco  are  using  these  Bell  Laboratories 
technologies  to  make  your  public  switched  network 
the  fastest,  most  reliable,  easiest-to-use  network  in 
the  world.  A  network  that  integrates  voice.  Data.  And 
images.  A  network  ready  for  tomorrow.  That  works 
with  what  you  already  have.  Where  interactive  real-time 
video  conferencing  and  ultra-high  resolution  color  faxes 
become  the  norm.  These  are  just  some  of  the  unique 
solutions  conceived  by  Bell  Labs,  and  available  through 
AT&T  Network  Systems.  Call  your  local  telco  to  learn 
how  they  can  work  for  you. 

AIMancl  Your  Local  Phone  Company 
Technologies  For  Lir  e  Real  World. 


AT&T 

Network  Systems 


FREE-FOR-ALL:  JAPAN,  THE  U.S.,  AND  THE  EC  ARE  DUKING  IT  OUT  TO  DETERMINE  WHO  WILL  DOMINATE  THE  NEW  EUROPE— AND  THE  NEXT  CENTUR 
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With  Europe  1992  drawing  near, 
lines  are  forming  for  an  all-out 
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market.  From  Manchester  to  Milan, 
the  Japanese  are  busy  establishing 
strong  footholds  in  industries  from 
computers  to  autos.  The  battle  is  just 
being  joined,  but  already  it  seems 
that  U.  S.  and  European  giants  are 
losing  ground  to  Japan  Inc. 
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PRODUCTION 

Change  from  last  week:  —0.1% 
Change  from  last  year.  -5.0% 

1967—100  [four-week  moving  average) 


LEADING 

Change  from  lost  week:  0.1% 
Change  from  lost  year:  1.4% 
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The  production  index  was  little  changed  in  the  week  ended  May  11,  On  a 
seasonally  ad|usted  basis,  output  of  trucks  was  down  sharply,  and  rail-freight  traffic, 
lumber,  coal,  and  paperboard  production  declined  as  well.  Steel  output  increased. 
Auto,  electric  power,  crude-oil  refining,  and  paper  production  levels  were  unchanged 
from  the  previous  week.  Before  calculation  of  the  four-week  moving  average,  the 
index  fell  to  171.7,  from  172.3. 

BW  pioduclion  index  copyright   1991   by  McGraw-Hill  Inc 


The  leadinq  index  increased  during  the  week  ended  May  11.  The  index  is  now  iMUl 
at  its  highest  level  since  April,  1990.  Higher  stock  prices,  a  smaller  rate  of  decline  ir 
materials  prices,  ond  faster  growth  in  M2  offset  an  increase  in  the  number  o' 
business  failures  and  slower  growth  in  real  estate  loans.  Bond  yields  were  un 
changed,  Before  calculation  of  the  four-week  moving  average,  the  index  increased  t 
216.2,  from  215.5  in  the  previous  week, 

Leoding  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 
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PItODUCTION  INDICATOR! 


latest 
week 

Week  " 
ogo 

0  change 
year  ago 

STEEL  (5/18)  thous.  of  net  tons 

1,571 

1,581  # 

-19.7 

AUTOS  (5/18)  units 

129,765 

1  14,515rft 

-9.8 

TRUCKS  (5/18)  units 

76,734 

68,510r# 

-21.0 

ELECTRIC  POWER  (5/18)  miNions  of  kilowatt-hours 

56,624 

51,442  = 

6.5 

CRUDE-OIL  REFINING  (5/18)  thous.  of  bbl./doy 

13,364 

13,522# 

1.6 

COAL  (5/11)  thous.  of  net  tons 

1 8,440  S 

19,154 

-7.2 

PAPERBOARD  (5/11)  thous.  of  tons 

727.1  # 

735.7r 

1.0 

PAPER  (5/11)  thous.  of  tons 

716.0ft 

721. Or 

-6.3 

LUMBER  (5/11)  millions  of  ft. 

501. 6# 

514.9 

-3.3 

RAIL  FREIGHT  (5/1 1)  billions  of  ton-miles 

18.3?; 

18.8 

-9.0 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA',  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE  1 

week 

ago 

Year 
ago 

JAPANESE  YEN  (5/22) 

138 

138 

150 

GERMAN  MARK  (5/22) 

1.72 

1.69 

1.68 

BRITISH  POUND  (5/22) 

1.73 

1.75 

1.69 

FRENCH  FRANC  (5/22) 

5.84 

5.73 

5.64 

CANADIAN  DOLLAR  (5/22) 

1.15 

1.15 

1.19 

SWISS  FRANC  (5/22) 

1.46 

1.42 

1.42 

MEXICAN  PESO  (5/22)^ 

2,993 

2,989 

2,829 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U  5  dollar,  except  for 
British  pound  expressed  in  dollars. 

PRICES 

latest 
week 

Week  ° 
ago 

i Change 
year  ago 

GOLD  (5/22)  $/troyoz. 

356.750 

359.850 

-2.1 

STEEL  SCRAP  (5/2 1 )  #  1  heavy,  $/ton 

95.00 

95.00 

-19.5 

FOODSTUFFS  (5/20)  index,  1967=  100 

203.1 

203.7 

-1 1.9 

COPPER  (5/18)  (./lb. 

104.4 

107.4 

-17.3 

ALUMINUM  (5/18)  ^-/Ib. 

59.0 

60.6 

-19.7 

WHEAT  (5/18)  #2  hard,  $/bu. 

3.05 

3.02 

-19.3 

COTTOf-i  '5/18)  strict  low  middling  1-1/16  in.,  c/lb. 

85.25 

82.74 

15.8 

LEADING  INDICATORS 


latest 
week 


Week  %Char 

Ken 

ago  yearq 


STOCK  PRICES  (5/ 17)  S&P500 


372.31 


378.98 


CORPORATE  BOND  YIELD,  Aaa  (5/17) 


8.89% 


8.83% 


INDUSTRIAL  MATERIALS  PRICES  (5/17) 


97.7 


98.0 


BUSINESS  FAILURES  (5/10) 


436 


410 


REAL  ESTATE  LOANS  (5/8)  billions 


$404.5 


$403.9 


MONEY  SUPPLY,  M2  (5/6)  billions 


$3,384.1  $3,378.9r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (5/4)  thous 


459 


455 


Sources;  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100) 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


Dun 
seasi 


MONTHIY  ECONOMIC  INDICATORS 


3C  union 


Latest 
month 


Month 
ago 


HOUSING  STARTS  (Apr.)  annual  rate,  thous 


957 


901 


RETAIL  SALES  (Apr.)  billions 


$151.5 


$151.7r 


BUDGET  SURPLUS  OR  DEFICIT  (-)  (Apr.)  millions     $30,131    -$41,071  r 


REAL  GROSS  WEEKLY  PAY  (Apr ) 


$254.82  $255.07r 


Sources:  Commerce  Dept.,  Census  Bureou,  Treasury  Dept.,  BLS 


MONETARY  INDICATORS 


latest 
week 


Week 
ago 


MONEY  SUPPLY,  Ml  (5/6) 


$849.6 


$839.9r 


BANKS'  BUSINESS  LOANS  (5/8) 


316.2 


318.3 


FREE  RESERVES  (5/ 15) 


759 


l,103r 


21 


NONFINANCIAL  COMMERCIAL  PAPER  (5/8) 


154.4 


153.2 


Sources:  Federal  Reserve  Boord  (in  billions,  except  for  free  reserves,  which  are  expressed 
a  two-week  period  in  millions). 


Source  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week  K,  -5as  City  mkt.,  Memphis  mkt. 


MONEY  MARKET  RATES 


latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (5/21) 

5.76% 

5.85% 

8.22 

PRIME  (5/22) 

8.50 

8.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (5/21) 

5.95 

5.93 

8.17 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (5/22) 

5.91 

5.92 

8.29 

EURODOLLAR  3-MONTH  (5/18) 

5.94 

5.94 

8.29 

Sources:  Federal  Reserve  Board,  First  Boston 


^  Raw  dato  m  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chort);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmc 
1  —  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  nnorket  value         NA  =  Not  available         r  =  revised         NM  =  Not  meaningful 
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CORNING'S  CLASS  ACT 
TAKES  CONSTANT  PRACTICE 

At  last,  a  CEO  who  can  look  beyond 
the  end  of  the  next  quarter— or 
even  beyond  the  end  of  his  nose  ("Cor- 
ning's  class  act,"  Cover  Story,  May  13). 

I  fervently  hope  that  the  CEOs  of  this 
country  will  realize  how  Jamie 
Houghton  achieved  Corning  Inc.'s  dra- 
matic improvement  in  quality.  The  rec- 
ognition of  the  need  for  quality  and  the 
determination  to  make  it  work  percolat- 
ed from  the  top  down.  It  did  not,  and 
cannot,  seep  from  the  bottom  up. 

A.  S.  Kazmierski 
Newington,  Conn. 

As  a  senior  member  of  a  female- 
owned  management-consulting  firm 
specializing  in  human  resources,  I  have 
experienced  directly  and  with  admiration 
Coming's  "crucial  ability  to  view  its 
partners  as  true  equals,  to  see  their  in- 
terest and  respond  to  them."  The  compa- 
ny's insistence  on  total  quality  extends 
to  the  very  cordial,  customer-oriented 
administrative  staff. 

The  line  managers  are  totally  respon- 
sive, thereby  enabling  our  projects  to 
succeed.  The  ability  to  empower  those 
who  work  for  the  company  and  to  create 
a  diversified  work  force  mirroring  its 
customer  base  will  keep  Corning  on  the 
leading  edge. 

Jane  K.  Greenwald 
Vice-President 
Gilbert  Tweed  Associates 
West  Orange,  N.J. 

NEWS  ON  THE  CHEAP 

IS  OLD  NEWS  

■ read  with  interest  your  story  "All  the 
news  that  can  be  had  on  the  cheap" 
(Media,  May  6),  on  the  changes  in  net- 
work news-gathering.  What's  new?  For 
years,  the  networks  have  relied  on  their 
affiliates  for  breaking  news  in  the  U.  S. 
Over  the  past  five  years,  satellite  tech- 
nology has  proven  to  be  a  cost-effective 
means  of  transmitting  news  material.  In- 
cidentally, satellite  time  can  be  bought 
for  as  little  as  $8  a  minute,  not  $200,  as 
the  article  states. 
.A.BC  and  its  affiliates  have  long  recog- 


nized the  benefits  of  a  strong  relation- 
ship in  domestic  news-gathering.  For 
years,  the  .^BC  affiliate  service  NewsOne 
has  been  providing  the  kind  of  service 
that  NBC  has  just  recently  begun. 

Don  Dunphy  Jr. 
Vice-President 
ABC  News 
New  York 

NO  ULCERS  FOR 

GENERAL  DYNAMICS  SHAREHOLDERS 

Your  article  "More  instant  cash  than 
a  lottery"  (Top  of  the  News,  May 
20)  suggests  that  our  shareholders  are 
"getting  ulcers"  as  a  result  of  this  pro- 
gram. In  fact,  the  majority  are  very 
pleased  indeed.  They  overwhelmingly  ap- 
proved (77..5'v  of  the  vote)  the  new  incen- 
tive plan  at  the  company's  annual  meet- 
ing, and  they've  seen  the  price  of  their 
shares  increase  from  approximately 
$25.50  apiece  when  the  plan  was  adopted 
on  Feb.  15  to  more  than  $39  on  the  date 
your  article  was  published. 

That's  an  increase  of  over  SO'a  in 
stock  price  and  a  gain  to  shareholders  of 
more  than  $575  million.  The  bonus  for 
senior  management  ($5.2  million)  repre- 
sents less  than  1%'  of  that  gain. 

Second,  any  implication  that  the  com- 
pany is  attempting  to  have  Uncle  Sam 
pay  for  the  cost  of  this  program  is  incor- 
rect. From  the  plan's  inception,  it  has 
been  our  stated  intent  not  to  charge  the 
government  and  taxpayers  for  the  pro- 
gram's cost.  The  plan  is  accounted  for 
entirely  as  a  charge  against  corporate 
earnings. 

Third,  in  your  "box  score,"  you  list 
Messrs.  Crown  and  Rogers,  two  of  the 
company's  officers,  as  having  collective- 
ly received  $875,803  under  the  incentive 
program.  In  fact,  neither  is  a  participant 
in  the  plan,  so  neither  has  received  any 
special  bonus  payments  at  all. 

Paul  A.  Hesse 
Corporate  Vice-President 
Communications 
General  Dynamics 
St.  Louis,  Mo. 

Editor's  note:  As  stated  i»  the  table, 
BUSINESS  WEEK  estimated  executives' 
bonuses  under  the  new  program  from 
a  formula  in  the  company's  proxy.  We 
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requested  i/iterrieivs  icith  General  Dy- 
namics executives,  but  the  company 
declined. 

It  is  interesting  to  note  that  General 
Dynamics'  stock  was  worth  S89  a 
share  in  1986.  Just  think  how  many  mil- 
lions and  millions  more  the  GD  execu- 
tives can  collect  in  bonuses  if  they  can 
just  get  the  price  of  the  stock  back  to 
where  it  was  five  years  ago. 

Russell  E.  Elmore 
Plainfield.  Ind. 

ONE  DADDY-TRACKER  WHO'S  GLAD 
HE  TOOK  THAT  ROUTE  

For  the  past  year,  I  have  been  on  the 
daddy  track  full  time  ("Taking  baby 
steps  toward  a  daddy  track."  Social  Is- 
sues. Apr.  15).  A  year  ago.  I  was  a  mid- 
level  financial  manager  at  a  billion-dollar 
pharmaceutical  unit  of  a  worldwide  con- 
cern. My  employer  did  not  have  a  paren- 
tal extended-leave  policy,  and  as  a  re- 
sult. I  resigned  my  position  to  meet  the 
needs  of  my  two  young  sons.  My  wife, 
who  is  also  a  financial  manager,  is  now 
able  to  devote  the  drive  to  her  career 
that  I  have  been  able  to  devote  to  mine. 

How  will  the  daddy  track  affect  my 
career?  I  don"t  know.  But  I'll  surely  find 
out  soon.  My  year  on  the  daddy  track  is 
up,  and  I'm  seeking  work.  The  year  that 
I've  had  with  my  kids  was  the  best  pos- 
sible. I  have  formed  a  relationship  with 
them  and  an  appreciation  of  the  respon- 
sibility that  I  previously  thought  was 
beyond  me.  It  was  worth  any  price.  I've 
also  learned  a  few  lessons  that  I'll  be 
able  to  use  back  at  the  office — about 
patience,  priorities,  and  a  better  balance. 

It's  hopeful  to  read  that  some  compa- 
nies are  addressing  the  issue.  Our  chil- 
dren deserve  full-time  parents,  at  least 
for  a  while. 

Richard  J.  Sails 
Cranford.  X.  J. 


LET'S  NOT  RUSH  TO  FILL  ER  UP 
WITH  NATURAL  GAS  

Your  article  "The  greening  of  De- 
troit" (Cover  Story,  Apr.  8).  on  the 
variety  of  autos  and  fuels  that  might  be 
in  our  future,  suggests  that  the  fuel  cost 
for  a  methanol-powered  car  would  be 
$1.14  to  SI. 24  for  energy  equal  to  a  gal- 
lon of  gasoline.  These  figures  are  too 
optimistic. 

Studies  by  the  American  Petroleum 
Institute  lAPli  and  others,  which  estimat- 
ed the  cost  of  methanol  after  plant  con- 
struction and  the  development  of  the  re- 
'•.uired  infrastructure,  conclude  the  costs 
>vould  be  higher.  The  API  study,  based 
■  11  1988  dollars,  estimated  that  the  price 
juld  range  from  81.30  to  $2.(37  for  a 


CORRECTIONS  &  CLARIFICATIONS 

In  "How  Icahn  is  planning  to  deplane" 
(Top  of  the  News.  May  27),  we  misstat- 
ed the  first-quarter  operating  loss  at 
Trans  World  Airlines  Inc.  It  was  $144.4 
million,  compared  with  $100.7  million  in 
1990's  fii*st  quarter. 


gallon-of-gasoline  equivalent.  These  fig- 
ures assumed  that  the  methanol  was 
made  from  natural  gas. 

At  the  moment,  the  U.  S.  has  a  sur- 
plus of  natural  gas,  and  its  price  is  low. 
But  if  demand  goes  up — say,  for  more 
compressed  natural  gas  to  power  fleet 
vehicles,  or  for  the  vast  amounts  of  gas- 
based  methanol  that  would  be  needed 
for  new  autos  from  coast  to  coast — then 
methanol  manufactured  from  natural 
gas  would  have  to  be  imported  from 
those  parts  of  the  world  that  have  plen- 
ty of  low-cost  natural  gas. 

Whether  methanol  actually  would 
bring  about  vehicle-emission  reductions 
and  improve  air  quality  is  still  in  dispute 
in  the  scientific  community.  So  the  real 
question  is:  Do  we  force  billions  to  be 
spent  on  a  new  fuel  infrastructure  only 
to  find  that  w^e  have  bet  on  the  wrong 
horse? 

William  F.  O'Keefe 
VicePresident/COO 
American  Petroleum  Institute 
Washington.  D.  C. 

Your  article  focuses  on  passenger 
cars.  For  natural  gas,  the  first  mar- 
ket is  trucks,  buses,  and  vans — fleet  ve- 
hicles that  return  to  a  central  filling  sta- 
tion. There,  natural  gas  can  "fill  'er  up.'" 
In  urban  areas,  these  vehicles  are  a  sig- 
nificant source  of  pollution,  and  natural 
gas  can  be  a  widely  used  "green"  fuel. 

Until  now.  natural-gas  vehicles  have 
used  existing  gasoline  or  diesel  engines 
retrofitted  for  natural  gas.  Research  is 
now  under  way  to  redesign  engines  to 
benefit  from  the  advantages  of  gas — 
higher  octane,  for  example.  These  en- 
gines, whose  introduction  is  anticipated 
in  1994-95,  will  be  more  efficient  and  less 
polluting  without  power  and  perfor- 
mance being  sacrificed. 

Robert  B.  Rosenberg 
Senior  Vice-President 
Gas  Research  Institute 
Chicago 

■ have  read  articles  that  say  80%  of 
automobile  pollution  is  produced  by 
20'  f  of  the  cars  on  the  road.  Before  our 
legislators  force  car  companies  to  spend 
billions  of  dollars  to  make  cars  that  nei- 
ther they  nor  anyone  else  will  buy,  let's 
pass  laws  with  some  real  teeth  in  them 


that  are  aimed  at  the  worst-polluth 
20%.  It  doesn't  take  a  genius  to  see  th 
a  car  belching  blue  smoke  or  a  bus 
truck  belching  black  diesel  exhaust  do  i 
not  meet  existing  pollution  laws.  ' 

James  S.  Franc; 

Chicaji 

THERE'S  NO  SILVER  LINING 

IN  HEALTH  CARE'S  CLOUD  

'^Phere's  a  silver  lining  in  the  seni! 

I  sector"  (Economics,  Mar.  4)  focus« 
on  the  inadequacies  of  the  governmen 
measurement  criteria.  But  that's  only! 
part  of  the  equation.  In  the  health  c; 
sector,  one  of  the  biggest  factors  in 
stagnation  of  productivity-  is  the  gove» 
ment  itself — though  we'll  never  see  Ccf 
gress  or  the  Health  &  Human  Ser\icji 
Dept,  (HHS)  admit  this.  j 

In  the  field  of  long-term  health  cai 
the  continuing  implementation  of  n€ 
federal  and  state  regulations  has  cons 
tently  degi-aded  our  productixitA"  in  ti 
past  two  decades.  As  of  Oct.  1,  1990,  \ 
took  another  big  hit  as  many  of  the  pr  \ 
visions  of  1987's  health  care  act  we  I 
into  effect.  To  make  matters  wors 
more  of  those  pro\isions  will  be  imp 
mented  in  the  next  two  years.  Mea 
while.  1990  revisions  will  add  even  mo 
new  requirements. 

Long-term  care  facilities  must  a4 
staff,  especially  in  the  more  expensi? 
professional  areas,  to  satisfj'  these  ner 
requirements.  Congress  has  ackno\f 
edged  the  fiscal  impact  of  the  new  rul^ 
but  funding  through  the  medicaid  pil 
gram  is  questionably  adequate,  Indiv* 
ual  state  medicaid  programs,  which  at 
supposed  to  fund  45'f  to  50%  of  theB 
costs,  are  extremely  hard-pressed  to  fi 
additional  revenues. 

These  new  regulations  have  been 
acted  in  the  name  of  improving  the  qu 
ity  of  care.  But  to  my  knowledge,  no  o 
has  demanded  that  HHS  demonstrate 
direct  correlation  in  improved  qualij 
with  the  additional  revenues  that  prov 
ers  and  payors  have  had  to  invest 
comply  with  these  regulations. 

If  this  country  is  ever  to  contain 
runaway  inflation  in  health  care,  cc 
sumers  are  going  to  have  to  hog-tie  le 
islators  and  regulators  who  keep  gencj 
ating  new.  more  expensive  rules. 

William  F.  Barr( 
Administrat 
Long  Term  Care  Gro 
Palouse  Hills  Nursing  Cent 
Pullman,  Was 
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When  Kansas  Power  and  ^'--^--•^"■^^-^■Y""' 

to  protect  our  environment.  Kansas  Power 


Light  wanted  to  make  sure 


the  Great  Plains  stayed  great, 


who  did  they  turn  tor 


and  Light  Company,  for  example,  has  rehed  on  ABB  tor  years  to  sup- 
ply the  systems  that  signiHcandy  reduce 
emissions  linked  to  acid  ram  and  which 
virtually  eliminate  airborne  ash.  Other  regional  power  producers  like 

Montana-Dakota  Utilities,  Orlando 
Utilities  Commission,  and  the  City 
Public  Service  Board  ot  San  Antonio 
also  look  to  ABB  to  supply  diem  with  advanced  emis- 
^    sion-control  systems. 

This  is  just  one  example  of  how  ABB  helps  to  meet 
many  of  the  country's  important  economic  needs.  With  over  35,000 
employees  at  facilities  in  nearly  every  state,  ABB  is  addressing  America's 
needs  for  clean,  reliable  electricity;  efficient  industrial  processes; 
improved  mass  transit;  and  environmental  protection.  And  each  year 
around  the  world  we  invest  $1.3  billion  in  researching  and  developing 
new  environmentally  sound,  cost-efficient  technologies. 


Power  Generation  •  Power  Transmission  &  Distribution  •  Mass  Transportation  •  Environmental  Control 
'  Industrial  Automation  &:  Engineering*  Financial  Services 
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America  needs  a  1^ 
fast  and  effective  dea 


An  alarming  lack 
of  progress  in  cleanup. 

When  Congress  enacted  the  Federal 
Super  fund  program  in  1980,  the  goal  was  to 
quickly  clean  up  America's  most  dangerous 
hazardous  waste  sites.  Congress  and  many  others 
assumed  there  would  be  only  a  relatively  few  such 
sites  and  that  cleanup  costs  would  be  limited. 

Now,  after  a  decade  of  trying  to  make 
Superfund  work,  it  s  clear  these  assumptions  were 
wrong  and  that  a  quick  hx  was  never  possible. 
What's  wrong  with  Superfund  and  why  has  so 
little  been  accomplished'!' 

The  problem  is  twofold.  First,  the  real  scope 
of  our  nation's  hazardous  waste  situation  is  far 
greater  than  Congress  anticipated.  With  1,200 
priority  sites  already  identihed,  growing  numbers 
of  sites  are  being  tound  m  every  state.  The 
Environmental  Protection  Agency  expects  that  b)' 
the  year  2000,  there  may  be  as  many  as  2,000 
priority  sites. 

'With  rapidly  rising  cleanup  costs,  which 
now  average  about  $25  million  per  site,  the 
eventual  price  tag  is  staggering.  According  to  a  top 
government  agency  cleaning  up  all  of  America's 
hazardous  waste  sites  could  take  from  30  to  60 
years  and  cost  up  to  $500  billion! 

A  second  problem  is  Superfund's  alarming 
lack  of  progress  in  cleanup.  A  decade  and  billions 
of  dollars  later,  fewer  than  60  out  of  the  1,200 
sites  have  actually  been  cleaned  up. 

Why?  One  major  reason  is  Superfund's 
liability  system.  It  requires  that  cleanup  be  paid  for 
by  establishing  liability -who  sent  what  waste,  how 
much  and  where -and  then  negotiating  or 
litigating  with  those  believed  to  be  responsible. 
V\'hile  this  sounds  good  m  theory,  it  hasn't 
worked  in  practice.  Instead,  the  result  has  been 
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delayed  cleanup  and  enormous  legal,  consulting 
and  other  costs  unrelated  to  cleanup. 

Compounding  the  problems 
instead  of  solving  them. 

This  IS  because  working  out  who  pays  and 
how  much  for  cleanup  is  very  difficult.  Under 
Superfund,  anyone  who  simply  used  or  owned 
the  site  at  any  time  could  be  liable  for  the  entire 
cleanup  bill.  Users  can  include  major  corporations, 
small  businesses,  local  governments,  hospitals, 
nursing  homes,  schools,  even  individuals.  And  it 
does  not  matter  who  caused  the  harm  or  whether 
they  did  anything  wrong.  Superfund's  retroactive 


f  system  to  achieve 
pofourenvironmenL 


liability  provision  makes  parties  pay  for  past 
actions  based  on  today  s  standards. 

For  example,  at  422  sites  almost  14,000 
parties  have  been  notified  that  they  could  be 
liable.  In  turn,  many  of  them  are  identifying  still 
others  who  contributed  m  some  way  to  the 
presence  of  waste  at  each  site.  And  smce 
Super  fund  liability  deals  with  past  waste  disposal, 
the  record  of  users  can  go  back  25,  30  or  even  40 
years  and  can  number  m  the  hundreds. 

The  result?  The  focus  on  cleanup  has  been 
lost  as  private  and  public  parties  spend  years  m 
difficult  but  una\'oidable  negotiations  and 
litigation,  trying  to  work  out  agreements  that 
would  provide  funds  for  cleanup.  At  some  sites, 
more  money  has  been  spent  resolving  complex 
factual  issues  than  on  cleanup  itself.  This  does  a 
lot  for  lawyers  and  consultants,  but  very  little  for 
the  envaronment.  And  of  course,  these  costs  arc 
eventually  passed  on  to  all  of  us  as  consumers  m 
higher  prices  for  goods  and  services.  Isn't  it  time 
to  stop  this  wasteful  process  and  get  on  with 
cleaning  up  our  environment? 

At  AIG,  we  think  so.  There  is  little  to  be 
gamed  by  arguing  over  waste  disposal  that 
happened  long  agD.  America  needs  a  system  that 
will  promote  fast  and  effective  cleanup,  reduce 
unnecessary  legal  fees,  spread  the  cost  of  cleanup 
broadly  and  encourage  responsible  waste 
management  practices  today 

A  PROPOSED  SOLUTION: 
THE  NATIONAL  ENVIRONMENTAL  TRUST  FlTsD. 

To  accomplish  this,  we  ha\^e  proposed 
creating  a  National  Environmental  Trust  Fund, 
similar  to  the  National  Highway  Trust  Fund.  Its 
resources  would  be  used  exclusi\'ely  for  cleaning 
up  old  hazardous  waste  sites.  Superfunds  tough 


liability  provisions  would  still  apply  for  future 
pollution,  as  would  all  other  state  and  federal 
environmental  laws  designed  to  promote 
responsible  waste  management. 

One  way  this  fund  could  be  hnanced  would 
be  by  adding  a  separate  fee  to  commercial  and 
industrial  insurance  premiums  in  the  United 
States.  Even  a  modest  assessment,  say  2%  of 
premiums  and  an  equivalent  amount  for  self- 
insureds,  would  provide  about  S40  billion  over  the 
next  decade  -  more  than  enough  to  clean  up  the 
1,200  highest-priority  sites.  Without  endless  time 
and  money  spent  on  legal  debates  about  liability 

A  national  advisory  board  consisting  of 
private  individuals,  industry  and  public  officials 
could  be  charged  with  overseeing  the  program. 
We  also  suggest  giving  consideration  to 
establishing  local  technical  monitoring  committees 
in  each  community  These  groups  of  local  citizens, 
representatives  of  industry  and  others  would  work 
with  the  Environmental  Protection  Agency  and 
their  own  state  on  the  particular  cleanup  site- 
from  the  very  beginning  of  the  cleanup  effort. 

You  CAN  HELP. 

We've  waited  long  enough  and  spent  enough 
money  in  the  courtrooms.  Now  it's  time  for 
action.  A  cleaner  America  should  be  all  Americans' 
shared  goal  and  shared  responsibility. 

To  express  your  \'iews,  or  if  you  would  like 
further  information  about  AlG's  proposed 
National  Environmental  Trust  Fund,  write  to 
Mr  MR.  Greenberg,  Chairman,  American 
International  Group,  Inc.,  70  Pine  Street,  New 
York,  NY  10270. 

World  leaders  in  insurance 
and  financial  services. 


AIG 
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THE  DAY  AMERICA  TOLD  THE  TRUTH: 

WHAT  PEOPLE  REALLY  BELIEVE  ABOUT  EVERYTHING  THAT  REALLY  MATTERS 

By  James  Patterson  and  Peter  Kim 
Prentice  Hall  •  270pp  •  $19.95 

WE,  THE  PEOPIE:  GREEDY. 
AMORAL  AND  SHALLOW 


ost  people  have  feelings  and  se- 
I  crets  they  keep  to  themselves — 
sharing  with  neither  spouse  nor 
lover,  relative  nor  friend.  On  occasion, 
however,  they  may  unload  their  inner- 
most thoughts  on  a  stranger  they'll  nev- 
er see  again.  Capitalizing  on  that  phe- 
nomenon— and  sensing  a  shift  in  U.  S. 
values — two  senior  executives  of  J.  Wal- 
ter Thompson  set  out  to  explore  the 
American  psyche  circa  1990. 

Promising  anonymity,  James  Patter- 
son, chairman  of  JWT  North  America, 
and  Peter  Kim,  director  of  research  ser- 
vices and  consumer  behavior,  queried 
some  2,000  people  in  50  places.  In  an 
1,800-question  survey  and  follow-up  in- 
terviews, they  asked  about  love,  family, 
religion,  politics,  work,  and  community. 
They  gave  an  additional  3,700  people  a 
shorter  questionnaire.  The  result  is  The 


Day  America  Told  the  Truth.  It's  a  thin 
book  that's  long  on  factoids  and  short  on 
analysis,  a  trait  that  at  first  seems  a 
fault  but  eventually  becomes  an  asset. 

True  to  expectations,  nearly  507'  of 
the  respondents  say  that  nobody  really 
knows  them.  They  reveal  that  most  of 
their  secrets  (717)  are  sexual  in  na- 
ture— concerning  old  lovers,  infidelities 
(admitted  by  317'  of  married  respondents 
and  lasting  almost  a  year,  on  average), 
fantasies  (oral  sex,  mo.st  commonly),  and 
complaints  (not  enough  sex  for  men,  not 
enough  foreplay  for  women).  No  big  sur- 
prises there  or  in  Truth''?,  sections  on 
marriage  and  male-female  relationships. 
Readers  can  find  more  insight  on  these 
topics  elsewhere. 

Truth  fares  better  on  other  fronts — 
although  the  American  public  it  depicts 
often  does  not.  The  book's  data  show  we 


have  few  moral  absolutes:  Most  peo1e 
decide  situationally  whether  it's  all  rijtti 
to  steal,  lie,  or  drink  and  drive.  We  hgie' 
no  real  heroes:  Our  admiration  goes  vl- 
ly-nilly  to  celebrities.  We  tolerate  v»- 
lence:  Two-thirds  say  physical  force  js 
often  justified.  We  pay  little  attentionb' 
our  community:  Two-thirds  never  g|a 
any  time  to  community  activities,  aSk. 
727'  don't  know  the  people  next  door'' 

The  book  offers  plenty  of  evideite 
that  Americans  are  materialistic  aid 
shallow.  A  quarter  of  those  survey 
for  example,  say  they'd  abandon  th| 
families  for  $10  million,  and  237 
they'd  become  a  prostitute  for  a  w 
for  the  same  sum.  In  follow-up  intr- 
views,  these  results  hold  as  the  pre 
falls — until  it  drops  below  $2  million.; 

Asked  what  aspect  of  their  life  thjjr 
would  change,  nearly  two-thirds  of  te 
sample  say  their  "wealth" — a  dreii 
that  extends  to  the  younger  generatii, 
if  the  authors'  separate  discussions  wh 
sixth-graders  are  any  guide.  Given  cte 
wish,  most  would  pick  money — as  ae 
boy  puts  it,  "five  million  dollars  and  to 
days  at  the  mall."  Meanwhile,  neay 
one-third  of  all  Americans  have  ney 
contributed  to  any  charitable  cause.  ! 

The  book's  portrait  of  the  busin^is 


r 
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¥)u  want  it  all. 


Now  you  can  have  the  best  HP 
LaserJet  features.  And  you 
can  have  them  for  just  $1,595.* 
The  breakthrough  LaserJet  HIP 
printer  gives  you  clean,  crisp  300 
dpi  print  quality  superior  to 
that  of  ordinary  laser  printers. 


It  dresses  up  your  documents 
with  a  variety  of  easy-to-use 
typefaces.  In  thousands  of  sizes. 
And  for  even  better  impres- 
sions, the  new  LaserJet  IIIP 
quickly  produces  graphics 
and  special  effects.  Including 


shading,  patterns,  and  reverse 
type.  This  compact,  4  page- 
per-minute  printer  will  work 
with  virtually  all  software. 
And,  of  course,  it  comes  with 
the  quality,  reliability,  and 
rock-solid  customer  support 
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rid  is  just  us  dunuiinji. 

;h  manat^ers  and  work- 
cite  low  manageri- 

ethies  as  a  key  cause 

our  competitive  woes. 

ong  the  charges:  Man- 

TS  intimidate  employ- 

,  violate  safety  stan- 
ds, discriminate 

linst  minorities  and 

men,  make  products 

t  endanger  lives,  and 

imit  outright  crimes. 

lo  wonder,  then,  that 

•kers  admit  they  spend 

"e  than  seven  hours  of 
workweek  goofing 

—malingering,  drink- 

,  using  drugs,  or  call- 
in  sick  when  they're 

—even  though  most  believe  Ameri- 

;  economic  power  matters  more  than 

tary  might.  The  problem,  perhaps,  is 

t  only  one-tenth  of  the  respondents 
satisfied  with  their  jobs,  and  half 

eve  one  gets  ahead  by  playing  office 

tics  and  cheating,  not  by  hard  work. 

•epressed  yet?  If  not,  then  read  the 

dons  on  the  end  of  childhood  (20'/  of 
kids  have  sex  before  13,  respondents 

),  AIDS  (over  one-third  of  those  who 

e  it  say  they  wouldn't  tell  their  part- 

),  crime  (60%  have  been  the  victim  of 


quarter  of 
those  surveyed  said 
they  would  abandon 
their  families  for  as 
little  as  $2  million 


at  least  one  crime),  and  on  and  on.  Wom- 
en, at  least,  may  be  cheered  to  learn  that 
on  all  levels,  and  in  every  region,  they 
come  out  as  more  upstanding  than  men. 
They  appear  to  lie  and  malinger  less,  for 
example.  The  one  exception:  Women  are 
more  suspicious,  more  willing  to  search 
a  partner's  pockets,  read  someone  else's 
mail,  and  eavesdrop  on  phone  calls.  That 
women  have  higher  morals  is  one  of  the 
54  "revelations"  with  which  the  authors 
end  their  book,  along  with  an  unorigi- 
nal analysis  of  America's  problems  and 


some  proposed  solutions; 

What  do  these  findings 
really  mean?  Poll  junkies 
could  no  doubt  turn  up 
contradictory  results  for 
many  topics.  Responses 
depend  largely  on  how 
pollsters  ask  questions, 
and  although  the  authors 
describe  their  methodolo- 
gy, they  don't  print  the 
questionnaire.  They  mere- 
ly say  their  "cathartic" 
technique — a  long  survey, 
asking  some  questions 
several  ways,  then  inter- 
views— gets  at  truth  bet- 
ter than  other  methods. 

Maybe.  But  their  ap- 
proach knocks  out  anyone 
who  wouldn't  sit  through  so  long  a  pro- 
cess yet  might  answer  a  brief  phone 
poll.  So  read  Truth  not  as  a  definitive 
study  of  the  American  state  of  mind  but 
as  a  thought-provoking  voyage  into  the 
minds  of  some  Americans.  Many  of  its 
findings  are  fascinating.  Did  you  know 
that  liberals  are  more  willing  to  kill  than 
conservatives?  Or  that  more  men  than 
women  would  like  to  change  their  age? 

BY  JUDITH  H  DOBRZYNSKI 
Senior  Writer  Dobrzynski  claims  she  has 
nerer  searched  anyone's  pockets. 


And  nowyou  can  have  it  for  less. 
Introducing  the  LaserJet  HIP  Only  $1,595. 


only  Hewlett-Packard  can 
offer.  For  a  demonstration, 
visit  your  authorized  HP 
dealer  Or  call  1-800-752-0900, 
Ext.  2254  for  more  informa- 
tion. And  think  of  it  as  a 
buyers'  market. 


HP  Peripherals 

When  it's  important  to  you. 


HEWLETT 
PACKARD 


•SuRgesUKl  V.S  list  price  DeaJerprucs  may  vary  fi  1991  Hewlcll  Pai  karil  riimpiuiy  I'K  1211(1 
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Jamie  Conlon's  first  step 
proves  NEC's  laser  technology 
can  help  solve  infertility. 


Jamie  Elizabeth  Conlon  is  living 
proof  of  the  great  strides  medicine 
is  making  towards  reducing  Americas 
rising  infertility  rate. 

Twelve  years  before  Jamie's  birth, 
Claire  Conlon  experienced  a  series  of 
medical  difficulties  that  convinced  her  she 
would  never  bear  children.  But  in  October 
of  1987  she  was  told  that  Contact  Laser  "surgery 
might  correct  her  problem.  Two  months  later 
she  was  pregnant. 

This  miracle  was  made  possible  through  the  help  of  an  NEC  laser.  The 
laser's  superior  quality  and  high  precision  contributed  greatly  to  the  success  of 
Mrs.  Conlon's  surgery  And  its  easy  adaptability  to  non-medical  applications 
has  made  it  the  most  widely-used  laser  on  the  market  today 

NEC's  advanced  laser  technology  is  just  one  of  the  ways  we're  improving 
people's  lives.  You'll  find  the  quality  products  of  NEC  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country  Helping 
people  at  every  step  along  the  way. 

For  more  information,  call  us  at  1-800-338-9549. 


SEC 


Quality  That  Proves  Itself. 
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:conomic  Viewpoint 


WHY  BUSINESS  NEEDS  A  STRONGER— 
AND  WISER— UNCLE  SAM 


BY  ROBERT  KUTTNER 


A  deep  libertarian 
streak  in  the  national 
character  weakens 
our  ability  to  use 
government  as  an 
instrument  of 
common  purpose 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPOMDENT  FOR  THE  NEW 
REPUBLIC  AND  AUTHOR  OF 
THE  END  OF  LAISSEZ-FAIRE 


The  American  contempt  for  government, 
paradoxically,  is  harming  American  free 
enterprise.  The  prevailing  view,  of 
course,  is  that  strong  government  and  effi- 
cient private  business  are  adversaries — that 
big  government  and  excess  regulation  damage 
entrepreneurship.  But  when  we  descend  from 
the  realm  of  theory  and  get  down  to  cases,  the 
story  becomes  far  more  complex. 

Exhibit  A  is  health  care.  Other  industrial 
nations  are  less  fearful  of  government,  and 
they  empower  it  to  regulate  competently.  Effi- 
cient, consensual  regulation — not  a  contradic- 
tion in  terms — explains  why  Germany,  for  ex- 
ample, is  able  to  have  a  health  system  as 
advanced  as  ours  but  at  a  cost  of  8.2%  of  gross 
national  product,  rather  than  our  12%.  Their 
system  stops  short  of  government  health  in- 
surance, but  the  German  government  does 
regulate  everything  from  doctor  and  hospital 
charges  to  capital  outlays.  The  government 
has  the  expertise  and  the  public  consent  to  do 
the  job  competently,  so  there  is  little  of  the 
waste  and  the  cost-shifting  that  plague  our 
nonsystem. 

Exhibit  B  is  banking.  During  the  1980s,  we 
confused  two  concepts — regulation  and  super- 
vision. Not  only  did  the  government  substan- 
tially deregulate  and  allow  financial  institu- 
tions to  compete  for  deposits  and  invest  more 
adventurously,  it  also  walked  away  from  ade- 
quate bank  examination  and  supervision.  Our 
system  today  is  paying  a  heavy  price  for  that 
confusion.  Interestingly  enough,  other  major 
banking  systems  give  their  banks  much  broad- 
er powers — but  nobody  in  Britain,  Canada, 
France,  Germany,  or  Japan  seriously  advo- 
cates weakening  bank  supervision.  Indeed,  the 
logical  precondition  for  viable  deregulation  is 
strong  supervision.  The  result  is  that  nations 
with  stronger  government  supervision  enjoy 
stronger  banking  systems.  This  offers  real  fi- 
nancial advantages  to  our  competitors,  as  well 
as  an  absence  of  banking  failures.  We  alone 
have  that  expensive  legacy  of  laissez-faire. 
MISPLACED  TRUST.  Exhibit  C  is  worker  train- 
ing. Other  advanced  industrial  nations  make 
up  for  the  failure  of  the  private  market  to 
adecjuately  invest  in  human  capital.  France  re- 
quires that  companies  either  spend  2%  of  their 
earnings  on  training  or  pay  a  tax  into  a  com- 
mon training  fund.  Sweden  spends  27'  to  3%-  of 
its  GNP  on  worker  retraining  through  a  system 
of  local  labor-market  boards  responsible  to 
management,  labor,  and  local  government. 
Germany  has  a  world-class  system  of  class- 
room instruction  and  on-the-job  apprenticeship, 
which  turns  out  first-rate  technical  workers. 
Trusting  the  market,  fearing  government,  we 
have  none  of  the  above. 


The  common  element  in  all  of  these  case:-- 
and  others — is  our  relative  failure  to  alUv 
government  to  do  its  job  competently.  T- 
common  consequence  is  competitive  disad\  ;' 
tage.  Our  distrust  of  the  state  dates  back  : 
the  flight  of  the  Pilgrims  from  England,  u 
Declaration  of  Independence  against  t 
crown,  and  to  our  Constitution,  which  shai-|, 
constrained  the  very  government  it  invenu 
The  problem,  however,  is  that  this  deep  lil>  - 
tarian  streak  in  the  national  character  we:  - 
ens  our  ability  to  use  government  as  an  insti  - 
ment  of  common  purpose. 

Moreover,  unlike  the  Europeans  or  the  Ja^'.- 
nese,  we  have  seldom  given  public  service  t? 
respect,  prestige,  or  pay  that  other  elites  i 
society  command.  As  a  result,  the  brighit^t 
young  people  who  go  into  civil  service  toi 
see  it  as  a  stepping  stone  to  a  career  in 
consulting,  or  private  business  rather  than 
a  worthy  career  in  itself.  The  legal  whiz 
stays  in  a  regulatory  commission  beyond,  s; 
age  35,  at  one-fourth  the  salary  paid  to  a  co 
parable  private  power-lawyer,  is  either  v€ 
dedicated  or  a  fool. 

VICIOUS  CYCLE.  This  skimming  off  of  the  b* 
and  brightest  deprives  our  public  agencies 
both  institutional  memory  and  competeu' 
Given  inept  government,  we  keep  governmc 
weak,  which  sets  up  a  vicious  cycle.  In 
recent  book.  The  Democratic  Wish,  politi' 
scientist  James  A.  Morone  of  Brown  Univei 
ty  describes  a  recurring  pattern  in  Americ 
history:  a  dread  of  government,  followed  b\ 
chronic  anger  that  government  fails  to  del 
er — which  perpetuates  dread  of  governmen 
Yet  another  costly  side  effect  of  our  cong( 
ital  distaste  for  government  is  an  explosion 
litigation.  As  Daniel  K.  Tarullo  noted  in  t| 
Spring,  1991,  issue  of  The  American  Prospcj,  I 
stronger  government  is  better  able  to  brol  r 
consensual  solutions  to  difficult  social  pm- 
lems.   In  the  absence  of  social  brokeri 
through  competent  regulation,  conflicts  do 
go  away;  private  litigation  fills  the  vacuu 
The  flip  side  of  rugged  individualism  and  we  t 
government  is  endless  lawsuits.  Not  surpr 
ingly,  Europe  and  Japan  suffer  far  less  litij 
tion.  Professor  Theodore  J.  Lowi  of  Corn 
University  calls  our  peculiar  system  "jellyfi 
government";  The  government  is  evci 
where — and  too  weak  to  be  of  much  const  n;- 
tive  use. 

Someday,  Americans  will  wake  up  to  te 
fact  that  a  feeble  government  as  well  as  n 
overbearing  one  can  erode  our  liberties.  Cd.- 
petent  government  and  efficient  enterprise  ;  e 
complements,  not  opposites.  In  the  meantiii', 
our  fetish  for  crippled  government  also  cn- 
ples  American  enterprise.  i  i 
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A  flight  delay  might  cost  trav- 
ellers a  few  hours.  A  product 
delay  can  cost  an  aerospace 
company  millions.  Ruining 
its  competitive  advantage. 
Possibly  the  business  itself. 

An  open  computing 
solution  you  could  implement 
at  your  own  pace,  without 
disrupting  your  existing 
production  processes,  would 
help  eliminate  costly  delays. 
Digital's  Network  Applica- 
tion Support  (NAS)  Envi- 
ronment for  Manufacturing 
is  just  such  a  solution. 

NAS  brings  true  open 
computing  to  aerospace 
companies,  by  integrating 
the  systems  already  in  place 
throughout  the  enterprise. 
Which  means  every  depart- 
ment, from  design  engineer- 
ing to  the  shop  floor,  can 
keep  on  workmg  m  the  way 
that's  best  for  them.  And  for 


your  production  schedule. 

The  NAS  Environment 
helps  achieve  all  this  by  not 
only  uniting  different  com- 
puters, but  different  applica- 


tions as  well.  Giving  user 
the  power  to  access  dat; 
wherever  it  resides,  ther 
work  with  that  data  in  thei) 
own  applications. 


NAS    FROM  DIGITAI 


(5  DIGITAL  EQUIPMENT  CORPORATION  1991.  FOR  MORE  INFORMATION  ON  BECOMING  AN  APPLICATION  PROVIDER  FOR  DIGITAL,  CALL  1-800-343-4040,  EXT  PARTNER 
THE  DIGITAL  LOGO  AND  VAX  ARE  TRADEMARKS  OF  DIGITAL  EQUIPMENT  CORPORATION, 


P  FOR 

Products  and  services 
d  on  industry  standards 
e  it  possible.  With  them, 
)  unites  Digital  systems, 
L  and  HP  machines, 


A  S  ! 


UNIX  workstations,  PC  com- 
patibles, MACs,  computers 
from  a  multitude  of  vendors. 

It  lets  you  pick  the  solu- 
tions that  are  right  for  you. 


then  bring  them  on  line  as 
you  adopt  CALS  standards. 

It  gives  you  a  choice  of 
over  1,500  leading  software 
applications  already  written 
for  NAS.  More  than  you'll 
find  on  any  other  vendor's 
integration  platform,  and 
the  list  is  growing  daily. 

At  Digital,  we're  using 
NAS  to  open  our  own  multi- 
vendor  manufacturing  envi- 
ronment. Recently,  it  helped 
us  design  and  bring  to  mar- 
ket our  VAX  4000  Series  in 
record  time. 

NAS  can  do  the  same  for 
you.  Right  now.  No  matter 
what  your  industry.  Call 
1-800-343-4040,  ext.  555.  Or 
write  Digital  Equipment 
Corporation,  600  Nickerson 
Rd.,  Dept.  MET1-DD7, 
Marlboro,  MA  01752. 


E  OPEN  ADVANTAGE 


BM  IS  A  REGISTERED  TRADEMARK  OF  INTERNATIONAL  BUSINESS  MACHINES  CORPORATION.  HP  IS  A  TRADEMARK  OF  HEWLETT-PACKARD  COMPANY.   UNIX  IS  A  REGISTERED 
TRADEMARK  OF  UNIX  SYSTEMS  LABORATORIES,  INC.  MAC  IS  A  REGISTERED  TRADEMARK  OF  APPLE  COMPUTER  INC. 
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conomic  Trends 


BY  GENE  KORETZ 


A  SKILLS  SHORTAGE? 
THE  RUMORS 
SEEM  EXAGGERATED 


Is  America's  competitiveness  in  the  de- 
cade ahead  threatened  by  a  serious 
shortage  of  skilled  workers?  So  say  a 
number  of  government  and  private-sec- 
tor analysts,  who  warn  that  ongoing  oc- 
cupational shifts  and  changing  technol- 
ogy are  raising  job  skill  requirements 
just  as  America's  educational  perfor- 
mance is  lagging. 

The  problem,  according  to  several 
economists  who  have  looked  closely  at 
the  data,  is  that  this  disaster  scenario 
simply  isn't  supported  by  the  facts.  To 


MORE  AND  MORE  YOUNGSTERS 
SEEK  A  COLLEGE  EDUCATION 


ENROLLMENT  IN 
INSTITUTIONS  OF 
HIGHER  EDUCATION* 


75  76  77  78  79  80  '81  82  83  84  85  '86  '87.  88  '89  90 
▲  PERCENT  Of  THE  POPUUTION  AGE  18  TO  24'  EST 

INCLUDES  TOO  YEAR  INSTITUTIONS 
DATA:  NATIONAL  CENTB  FOR  EDUCATION  STATISTICS,  A.  GARY  SHILIING  S  CO. 


assess  future  demand  in  the  labor  mar- 
ket, for  example,  economists  at  A.  Gary 
Shilling  &  Co.  have  converted  their  long- 
term  economic  projections  for  the  1990s 
into  occupational  categories.  Their  calcu- 
lations suggest  that  occupations  requir- 
ing at  least  four  years  of  college  (per- 
haps 20%  of  current  jobs)  will  expand  by 
as  much  as  a  1.4%  annual  rate  in  the 
decade  ahead,  compared  with  a  0.9%  rate 
of  growth  for  total  employment. 

In  a  recent  issue  of  Challenge,  an  eco- 
nomics magazine,  Stephen  L.  Mangum 
of  Ohio  State  University  used  Labor 
Dept.  estimates  of  occupational  growth 
rates  and  skill  levels  to  come  up  with 
similar  results.  He  concurs  that  the  mix 
of  net  new  jobs  created  in  the  1990s  will 
require  more  skills  than  1980s'  jobs  did. 
But  he  points  out  that  most  labor-force 
entrants  in  the  years  ahead  will  simply 
fill  current  jobs  being  vacated  by  retir- 
ing workers.  Looking  at  the  composition 
of  total  employment  in  the  year  2000,  he 
says  that  only  23%-  of  all  jobs  are  likely 
to  require  a  college  degree.  Mangum 


also  questions  the  idea  that  technology 
will  dramatically  alter  the  skills  content 
of  most  occupations.  Computerization 
may  raise  skill  levels  required  for  some 
jobs,  but  it  clearly  lowers  them  for  oth- 
ers, so  the  aggregate  net  change  in  skill 
requirements  will  be  modest. 

As  for  the  supply  side  of  the  labor 
market  equation.  Shilling  economist 
Tony  Riley  points  out  that  college  enroll- 
ments as  a  percent  of  the  college-age 
population  began  to  rise  sharply  in  the 
mid-1980s  (chart).  "Colleges  and  univer- 
sities aggressively  pursued  new  stu- 
dents to  offset  the  decline  in  college-age 
youths,"  he  explains,  "just  as  young  peo- 
ple began  to  appreciate  the  advantages 
of  a  college  education  in  an  increasingly 
competitive  job  market."  From  1980  to 
1990,  as  the  18-to-24-year-old  population 
shrank  by  4.2  million,  total  enrollment  in 
higher  education  rose  by  1.5  million. 

The  upshot,  says  Riley,  will  be  a  sub- 
stantial upgrading  of  the  educational 
quality  of  the  work  force  in  the  years 
ahead,  as  better-educated  workers  re- 
place the  significantly  less-educated 
group  of  workers  who  are  retiring. 
Thus,  "higher  demand  for  educated 
workers  in  the  1990s  will  be  matched  by 
a  substantial  increase  in  the  supply  of 
college-trained  personnel."  Indeed,  Ril- 
ey's calculations  suggest  that  there  will 
be  an  oversupply  of  college-trained 
workers  relative  to  job  demands  in  the 
1990s,  while  unskilled  labor  will  actually 
be  in  short  supply. 

That  doesn't  mean  that  college-educat- 
ed workers  will  remain  unemployed 
while  uneducated  workers  have  jobs. 
"Because  employers  will  fill  even  un- 
skilled jobs  with  the  highest-quality 
workers  available,"  says  Riley,  "as  al- 
ways, it  will  be  the  least-educated  work- 
ers who  will  be  left  out  in  the  cold  when 
unemployment  rises." 


FOREIGH  BANKS 
KEEP  STEPPING  UP 
THEIR  SIEGE 


As  U.  S.  banks  flounder  in  the  reces- 
sion, foreign  penetration  of  the 
banking  industry  is  accelerating.  At  last 
count,  notes  economist  Gary  Schlossberg 
of  Wells  Fargo  Bank,  loans  on  the  books 
of  large  U.  S.  agencies  and  branches  of 
foreign  banks  were  up  $11  billion,  or  9% 
over  their  year-earlier  level.  Meanwhile, 
loans  at  the  domestic  offices  of  U.  S. 
banks  were  down  $14.7  billion. 

That's  not  all.  Counting  subsidiaries 
acquired  in  the  1980s,  the  foreign-owned 
share  of  U.  S.  banking  assets  has 
climbed  from  16.5%  in  1985  to  21.5%  at 
the  end  of  1990,  including  an  astonishing 


58%'  of  assets  in  New  York  and  over 
in  California.  Foreign-owned  banks  i 
account  for  more  than  30%'  of  comr 
cial  and  industrial  loans,  and  over  hal 
standby  letters  of  credit  used  to  enha 
the  credit  ratings  of  municipalities,  ii 
ers  of  commercial  paper,  and  others 


HELP  FROM  ABROAD 
IS  FIRING  UP 
MEXICO'S  ECONOMY 
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hat's  North  America's  health 
economy?  Believe  it  or  not,  ri 


now  it  appears  to  be  Mexico,  which  p 
ed  5.67'  annual  growth  in  the  sec 
half  of  last  year,  while  its  two  ti 
ing  partners  to  the  north  sank  dee 
into  a  slump.  The  acceleration,  s  ^ 

economist  Robert  Gay  of  Morgan  Si   

ley  &  Co.,  reflected  a  surge  in  fi: 
investment,  particularly  by  foreign  ci 
panies  responding  to  Mexico's  new  (  *• 
nomic  stability  and  more  liberal  inv  \j 
ment  rules. 

Gay  points  out  that  a  growing  sh 
of  new  foreign  direct  investment  will 
coming  from  Asia,  with  Japan  al 
committing  $3  billion  last  year  for  fut 
investment  projects.  And  v/ith  a  fi 
trade  agreement  on  the  horizon,  fore 
interest  in  Mexico  should  quicken.  IV 
gan  Stanley  expects  Mexico's  econo 
to  grow  4.2%  this  year  and  4.5%'  in  \{ 


THE  STATE  OF 
STATE  REVENUES:  WORSf  n 
THAN  YOU  THOUGHT 
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The  recession  is  taking  an  even  gn 
er  toll  on  state  tax  revenues  tl 
expected.  According  to  results  tabula 
by  economist  Steven  D.  Gold  of  the  Cf/ed 
ter  for  the  Study  of  the  States  at 
State  University  of  New  York  at  Al 
ny,  the  total  tax  take  of  the  49  sta 
reporting  to  the  center  was  up  only  0, 
in  the  first  quarter  over  its  year-ago  ] 
el — a  drop  of  more  than  4%  adjusted 
inflation.  Without  tax  increases  pasi 
last  year.  Gold  estimates,  total  tax  re 
nues  would  have  been  down  1.3%. 

Even  with  recent  tax  hikes,  reveni 
from  sales  taxes — the  largest  source 
funds  for  most  states — were  off  2.1% 
the  first  quarter.  And  corporate  inco 
taxes  declined  7.97^.  The  shortfall  is 
creasing  the  pressure  on  the  states 
meet  balancecl-budget  requirements 
raising  taxes  and  curtailing  spendii 
According  to  the  Commerce  Dept.,  r 
outlays  on  goods  and  services  by  st; 
and  local  governments  fell  at  a  0.3%  i 
nual  rate  in  the  first  quarter.  ^^^^ 
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fHAT'S  HOLDING  BACK 
ECOVERY?  PLENTY 


ING-TERM  RATES 
AREN'T  FALLING 
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CENT,  WEEKLY  AVBAGES 
DATA:  FEDERAL  RESERVE 


ike  any  good  cake  recipe,  the  formula  for  recovery 
must  include  a  leavening  agent  to  pump  up  growth. 
iFor  the  economy,  that  ingredient  often  is  lower 
■est  rates.  As  borrowing  becomes  cheaper,  consum- 
and  businesses  boost  their  spending.  Increased  de- 
d  then  raises  production  and  hiring  levels.  In  fact, 
domestic  buying  picks  up  sufficiently,  the  economy 
remain  as  flat  as  a  cracker. 

Clearly,  some  sectors  of  the 
economy  are  struggling  to  lay 
the  foundations  for  recovery. 
Housing  seems  to  have  touched 
bottom.  And  foreign  trade  con- 
tinues to  offer  some  relief  to 
manufacturers  (page  24). 

But  other  parts  of  the  econo- 
my are  still  in  trouble.  Overall 
domestic  spending  remains 
weak,  thanks  to  the  dismal  per- 
formances by  personal  income 
corporate  profits.  Debt  levels  are  still  high,  and  an 
ntory  imbalance  relative  to  sales  is  keeping  produc- 
lines  from  moving. 

E  FED  Lower  interest  rates  would  certainly  help. 
KESA  But  right  now,  it  doesn't  look  as  if  rates 
&ITAND  ^iii  decline  much  more.  The  Federal  Re- 
■  STANCE  serve  seems  to  be  waiting  for  more  infor- 
on  on  how  past  easing  measures  are  affecting  the 
omy.  Since  October,  when  the  central  bank  started 
lOve  aggressively,  the  federal  funds  rate — the  rate 
ged  on  interbank  borrowings — has  declined  by  2V2 
entage  points,  to  5%%. 

le  Fed  has  less  influence  at  the  long-term  end  of  the 
owing  spectrum,  however,  and  rates  there  are  prov- 
more  intractable.  True,  long-term  rates  fall  by  less 
short-term  ones  during  recessions.  In  previous  post- 
downturns,  the  average  drop  in  short  rates  was 
it  three  times  as  large  as  the  change  in  long  rates, 
it  the  spread  is  wider  in  this  recession.  The  yield  on 
-year  Treasury  bond  has  fallen  by  only  a  half-per- 
age  point  from  its  recent  peak.  The  interest  rate  on 
ree-month  Treasury  bill  is  down  by  about  '2V4  points 
1  its  high  point — or  more  than  four  times  as  much  as 
long-rate  decline  (chart).  Long-term  rates  must  fall 
ir  to  boost  credit-sensitive  sectors  such  as  housing, 
,  and  capital  goods. 

irt  of  the  problem  is  Washington's  voracious  need  to 
ow.  Even  though  the  recession  has  quashed  private 
owing,  the  massive  credit  demands  from  the  public 


sector  are  keeping  long-term  rates  high.  The  Treasury's 
record  amount  of  securities  being  auctioned  off  this 
quarter  is  causing  weakness  in  the  bond  market.  Since 
mid-April,  the  interest  rate  on  a  long-term  bond  has  risen 
from  8.16%  to  8.27%  on  May  22. 

Washington's  credit  demands  won't  lessen  as  long  as 
the  economic  downturn  cuts  into  tax  receipts.  In  April, 
the  Treasury  Dept.  had  a  surplus  of  $30.1  billion,  as 
Americans  squared  away  their  annual  income-tax  bills. 
But  the  April  figure  was  far  below  the  $41.8  billion 
surplus  that  the  feds  posted  a  year  earlier. 

For  the  first  seven  months  of 
this  fiscal  year,  which  began  in 
October,  the  federal  govern- 
ment has  spent  $744.6  billion, 
while  taking  in  only  $623  billion. 
The  resulting  $121.7  billion  defi- 
cit suggests  that  the  federal 
budget  will  be  about  $245  billion 
in  the  red  by  the  end  of  the 
fiscal  year.  That  would  be  the 
largest  deficit  ever — far  sur- 
passing the  record  of  $220.5  bil- 
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lion  posted  just  last  year.  And  the  Bush  Administration 
admits  that  the  deficit  could  go  as  high  as  $300  billion. 

State  and  local  governments'  budget  woes  only  add  to 
the  fiscal  mess.  Like  the  federal  government,  the  com- 
bined operating  budget  of  all  50  states  is  in  the  hole  for 
a  record  amount.  To  balance  their  budgets,  state  and 
local  governments  are  likely  to  raise  taxes.  That  may 
add  to  public  coffers,  but  it  could  delay  the  recovery, 
because  higher  taxes  mean  less  money  for  consumers 
and  businesses  to  spend. 

I HOUSING  The  housing  sector,  which  is  just  begin- 
BOUNCES  ning  to  show  signs  of  life,  is  watching  the 
BACK,  trends  in  long-term  interest  rates  very 

BARELY  closely.  Every  one-percentage-point  drop 
in  mortgage  rates  means  almost  a  $100  decline  in  the 
average  homeowner's  monthly  mortgage  payment. 

Homebuilding's  four-year  slide  apparently  stopped  in 
the  first  quarter.  After  sinking  to  a  nine-year  low  in 
January,  housing  starts  reached  an  annual  rate  of 
957,000  in  April  (chart).  That  was  a  6.2%  gain  from 
March's  901,000  pace. 

Housing  traditionally  turns  around  before  the  rest  of 
the  economy,  but  the  rebound  in  homebuilding  won't  be 
very  robust  this  time.  For  one  thing,  a  glut  of  existing 
apartments  will  hamper  the  construction  of  new  multi- 
unit  projects.  Starts  on  such  housing  in  April  fell  for  the 
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fifth  month  in  a  row,  to  their  lowest  level  on  record. 

Demographics  will  also  keep  the  sector's  rebound  mod- 
est. New  households  are  being  formed  at  a  much  slower 
pace  in  the  1990s  than  in  the  previous  two  decades,  when 
baby  boomers  were  busy  establishing  their  own  homes. 

HOT  ALL  Moreover,  the  recovery  will  not  be  spread 
BUILDERS  evenly  among  the  regions.  Homebuilding 
WILL  BE  continues  to  slide  in  the  Northeast,  where 
^^^^  the  recession  has  caused  the  most  dam- 

age. Construction  in  the  West  picked  up  sharply  in  April, 
but  housing  starts  there  slumped  drastically  last  year. 
That  means  it  will  be  some  time  before  homebuilders  in 
the  West  can  make  up  for  last  year's  losses. 

Housing  is  also  being  squeezed  by  the  credit  crunch. 
In  particular,  developers  are  having  trouble  getting 
funds  to  start  projects.  Until  banks  loosen  their  credit 
reins,  fewer  new  homes  will  be  started. 

The  homebuilders'  grasp  on  recovery  in  their  sector  is 
very  tenuous,  so  any  rise  in  long-term  rates  would  prob- 
ably end  the  rebound.  And  if  home  buying  and  building 
start  to  decline  again,  the  producers  of  home-related 
goods  won't  be  able  to  climb  out  of  their  slump. 

EVEN  That  would  further  dim  the  outlook  for 

FOREIGN       the  factory  sector — whose  prospects  in 
DEMAND  IS    coming  months  aren't  very  bright  any- 
SLIPPING       way.  Demand  from  abroad  remains  the 
major  source  of  growth  for  manufacturers.  But  even 
this  strength  is  beginning  to  wane. 

Export  growth  has  been  erratic  in  recent  months.  In 
March,  exports  rose  by  1.2%,  to  $34  billion,  but  they  had 
fallen  by  1.67^'  in  February.  Over  the  past  12  months, 
exports  have  increased  by  2.77f ,  down  sharply  from  the 
8%  pace  of  a  year  earlier.  A  stronger  dollar  and  weaker 
economies  among  many  of  our  major  trading  partners 
are  holding  down  export  gains. 
Meanwhile,  the  recession  in  the  U.  S.  is  hammering 


demand  for  foreign  goods.  In  March,  imports  fell  j 
2.7%,  to  $38  billion.  That  was  the  fourth  drop  in  the  pi^j 
five  months.  Imports  are  down  8%  from  their  year-aj| 
level.  The  collapse  of  imports  is  narrowing  the  U-f 
trade  deficit.  It  decreased  to  just  $4  billion,  from  $| 
billion  in  February  (chart).  The  March  trade  deficit 
the  smallest  in  almost  eight  years. 

The  cutback  in  spending  by  U.  S.  consumers  is  causil 
hard  times  for  foreign  manufacturers.  In  the  first  qui 
ter,  imports  of  consumer  goods,  excluding  food  and  J 
tos,  were  off  by  4%'  from  a  year  ago.  And  foreign-(j 
shipments  have  declined  by  3.5%-. 

The  volume  of  oil  imports 
quarter  was  higher  than  in  tj 
fourth  quarter,  when  the  Pj 
sian  Gulf  crisis  disrupted  sJ 
plies.  However,  oil  imports  hal 
dropped  by  15%  compared  w| 
the  first  quarter  of  1990,  whi 
the  economy  was  still  growirj 
The  March  trade  data  sJ 
gest  that  the  gross  nation 
product's  net-exports  numbeij 
which  was  in  surplus  last  qui 


STEADY  IMPROVEMENT 
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ter  for  the  first  time  in  eight  years — will  be  refigurl 
upward  when  the  first-quarter  GNP  revisions  are  repol 
ed  on  May  29.  The  gain  should  offset  declines  elsewhej 

Imports  will  drop  as  long  as  consumer  spending  in  tl 
U.  S.  remains  in  a  rut.  As  a  result,  the  foreign  tra 
deficit  may  narrow  further  in  the  months  ahead.  T 
government  has  already  reported  a  4%  drop  in  custd 
duties  in  April.  That  means  imports  fell  in  that  montj 

The  improving  trade  picture  adds  some  spice  to 
otherwise  bland  outlook.  But  it  will  take  more  than  tH 
to  cook  up  a  recovery.  The  economy  already  has  tl 
necessary  ingredient  of  a  pickup  in  housing.  But  it  sj 
needs  a  generous  helping  of  new  demand,  plus  a  pinch] 
lower  interest  rates,  to  get  growth  rising  again. 


THE  WEEK  AHEAD 


GROSS  HATIOHAL  PRODUCT  (REVISIOH) 

Wednesdai/,  May  29,  S:SO  a.m. 
The  first-quarter  economy  probably  de- 
clined at  a  2.6%  annual  rate — little 
changed  from  the  Commerce  Dept.'s  ini- 
tial estimate  of  a  2.8%'  drop,  according  to 
a  survey  done  by  MMS  International,  a 
unit  of  McGraw-Hill  Inc.  Upward  revi- 
sions to  consumer  spending  and  foreign 
trade  will  be  offset  by  lower  readings  on 
inventories  and  nonresidential  construc- 
tiori.  In  the  fourth  quarter,  real  GNP  fell 
at  a  1.6%  annual  rate. 

^IRSOHAL  IHCOME  

Thursday,  May  SO,  10  a.m. 

It's  likely  that  personal  income  rose  a 

small  0.2%  in  April — the  same  as  in 


March,  say  MMS  economists.  That's  sug- 
gested by  weakness  in  the  labor  markets 
and  meager  gains  in  weekly  pay.  But 
after  adjusting  for  inflation  and  taxes, 
real  disposable  income  was  probably  flat 
in  April,  after  increasing  by  only  0.2%  in 
March.  Consumer  spending  probably 
rose  just  0.1%  in  April,  after  a  strong 
0.6%  advance  in  March. 

HEW  SIHGLE-FAMILY  HOME  SALES 

Thursday,  May  30,  10  a.m. 
New  homes  probably  sold  at  an  annual 
rate  of  about  500,000  in  April.  That's  a 
small  gain  from  the  490,000  pace  in 
March.  The  April  uptick  in  housing 
starts  suggests  that  builders  were  able 
to  sell  some  of  their  overhang  of  inven- 
tory in  April. 


LEADING  IHDICATORS 


Friday,  May  SI,  8: SO  a.m. 
The  MMS  consensus  is  that  the  govei 
ment's  composite  index  of  leading  indi 
tors  likely  increased  by  0.3%  in  Api 
That  would  be  the  third  rise  in  a  ro| 
suggesting  that  a  recovery  will  start 
the  second  half.  The  index  advanced 
0.5%  in  March. 

FACTORY  IHVEHTORIES 


Friday,  May  SI,  10  a.  m. 
Manufacturers  continued  to  pare  do^ 
inventories,  which  probably  fell  by  abo  liei 
0.5%'  in  April.  In  March,  stockpil 
dropped  by  0.6%.  The  April  drawdown 
suggested  by  weak  industrial  output  a:  (Slv 
sluggish  new  orders. 
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Our  copiers  are  designed  from  a  different  point  of  view. 


At  Canon, we  approach  copying  from  a 
Terent  perspective.  Yours. 

You  wanted  copiers  that  combine  qual- 
and  performance.  We  gave  you  that,  along 
th  superior  technology  and  a  design  that 
akes  them  remarkably  easy  to  use. 

Because  different  work  environments  have 
[Terent  needs, we  designed  a  copier  line  that  s 
ore  than  just  the  industry's  largest,  it's  the 
ost  varied. Our  models  range  from  com- 


Canon 

The  choice  is  Canon 


pact  desk-top  units  to  high-speed  copying  sys- 
tems to  the  most  advanced  digital  full  color 
copying  available. 
And  to  keep  your  business  productive, 
we  developed  a  wide  variety  of  feeding  and 
finishing  options  as  well  as  faster  copy  speeds. 

In  short,  before  any  Canon  copier  is  de- 
signed by  us,  it s  designed  by  you.  Its  no  wonder 
we  re  America's  most  popular  copier.  For  in- 
.   formation,  call  toll-free  1-800-OK-CANON. 
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AT  LAST, 
GOOD  NEWS 

THE  STUNNING  TURNAROUND  IN  TRADE  IS  NO  FLUKE 


It  has  been  a  long  time  coming. 
After  eight  years  of  staggering 
trade  deficits,  America  is  making 
rapid  strides  toward  closing  its  trade 
gap  with  the  rest  of  the  world.  Exports 
of  forest  products  and  other  commod- 
ities are  up  so  much  on  the  West  Coast 
that  it's  getting  hard  to  book  space  on  a 
Sea-Land  Inc.  containership.  Boston- 
based  Thermo  Electron  Corp.  is  install- 
ing pollution-control  systems  throughout 
Europe,  Korea,  and  Taiwan.  And  Ameri- 
can blue  jeans,  cigarettes,  and  soft 
drinks  are  all  the  rage  across  Europe. 

Add  it  all  together,  and  some  forecast- 
ers now  believe  that  the  U.  S.  will  show 
a  trade  surplus  in  goods  and  services 
this  year,  the  first  since  1982  (chart). 
Even  the  persistent  merchandise  trade 
deficit  is  shrinking:  The  March  gap  was 
only  $4  billion,  less  than  half  what  it  was 
a  year  earlier. 

That's  a  dramatic  improvement,  and 
it's  no  fluke.  The  monthly  and  quarterly 
trade  figures  will  fluctuate,  of  course.  In 
the  short  term  especially,  allied  nations' 
contributions  to  the  gulf  war  effort  will 
muddy  the  numbers  considerably.  But 
there's  no  gainsaying  that  U.  S.  compa- 
nies have  taken  advantage  of  a  powerful 
surge  in  manufacturing  productivity,  a 
cheap  dollar,  and  strong  foreign  demand 
to  regain  lost  ground.  "Look  around  the 
U.  S.  and  you  see  a  lot  of  companies 
doing  a  lot  better  job  at  exports,"  says 
John  A.  Young,  chief  e.xecutive  officer 
of  Hewlett-Packard  Co. 
LIFTING  CLOUDS.  Going  forward,  the  fun- 
damentals look  better  than  they  have  in 
years.  U.  S.  businesses  no  longer  have  to 
pay  a  much  higher  cost  of  capital  than 
their  foreign  rivals  do.  U.  S.  government 
negotiators  are  proving  stubborn  and 
adroit  in  their  battles  to  open  markets 
abroad.  And  the  economic  revival  of  Lat- 
in America,  along  with  the  pending  cre- 
ation of  a  North  American  free-trade 
zone,  should  help  sustain  exports. 

That's  not  to  say  that  continued  trade 
success  won't  need  careful  tending.  Part 
of  the  recent  improvement  is  a  direct 


result  of  the  recession,  as  U.  S.  consum- 
ers buy  fewer  imports.  It's  a  fair  as- 
sumption that  once  the  recovery  starts, 
consumers'  appetite  for  imported  goods 
will  grow  again.  And  exports  could  suf- 
fer if  the  dollar  sustains  its  rise  against 
the  mark  and  the  yen,  or  if  economies 
overseas  continue  to  slow. 

Longer-term  threats  to  the  trade  re- 
vival are  even  more  worrisome.  Japan's 
trade  deficit  with  the  U.  S.  remains  stub- 
bornly high  (chart),  fueling  frictions  that 
threaten  political  support  for  free  trade. 
And  U.  S.  spending  on  new  plants  and 
equipment  has  been  weak  compared 
with  the  Japanese  and  European  invest- 
ment binge  of  the  past  few  years.  That 
"may  come  back  to  haunt  us  over  the 
next  several  years,"  says  economist 
Mark  Zandi  of  Regional  Financial  Asso- 
ciates Inc.,  an  economic  consulting  firm. 
And  much  of  the  battle  remains  to  be 
fought  at  home.  "The  real  question  is, 
can  we  recapture  some  of  the  American 
market,"  says  Kent  H.  Hughes,  presi- 
dent of  the  Council  on  Competitiveness, 
a  Washington-based  business  group. 

Still,  the  latest  trade  figures  are  a 
stunning  reversal  from  the  experience  of 
the  1980s  and  seem  to  indicate  that  the 
1990s  are  indeed  a  different  era.  Ameri- 
ca's merchandise  trade  deficit,  for  in- 
stance, peaked  at  $159  billion  in  1987, 
while  the  Reagan-era  consumption  and 
debt  boom  helped  push  down  the  U.  S. 
savings  rate  from  an  average  of  8'A  in 
the  1970s  to  less  than  57f  in  the  mid- 
1980s.  As  the  dollar  soared  to  record 
highs,  imported  goods  became  cheap, 
U.  S.  exports  prohibitively  expensive. 

The  dollar  began  falling  in  late  1985 
after  the  Reagan  Administration  ham- 
mered out  an  international  agreement  to 
lower  its  value.  Initially,  the  low  dollar 
was  the  driving  force  behind  the  revival 
in  exports.  But  the  staying  power  came 
from  the  traumatic  restructuring  that  in- 
dustrial companies  underwent  to  become 
low-cost,  efficient  global  competitors. 
Unit  labor  costs  in  manufacturing  went 
from  being  near  the  highest  in  the  indus- 


trialized world  in  the  first  half  of 
1980s  to  among  the  lowest.  And  U|» 
manufacturing  productivity  has  risen  y 
377'  since  the  end  of  the  last  recessii^ 

General  Electric  Co.  is  a  prime  ex'A 
pie  of  a  streamlined  exporter.  In  1£| 
its  U.  S.  exports — mainlj-  of  duraj 
goods  such  as  jet  engines  and  med 
imaging  technology — hit  $5.9  billion,  |> 
12.7%  from  1989.  * 

U.S.  companies  seem  determined* 
hold  on  to  their  hard-won  gains.  For  <k 
thing,  they  are  far  more  Internationa  in 
their  outlook.  Sequent  Computer  S^- 
terns  Inc.  is  a  case  in  point.  At  its  cJt 
pus-like  headquarters  in  Beavertii, 
Ore.,  President  Scott  Gibson  has  nand 
office  buildings  after  foreign  rivers  iid 
conference  rooms  after  overseas  citis 
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AMERICA  HEADS  TOWARD  A  TRADE  SURPLUS 
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"naker  of  parallel-processing  com- 
5  sends  its  managers  to  European 
ess  schools.  There's  more  than 
olism  to  Sequent's  efforts:  Interna- 

sales  jumped  by  64%,  to  $23.3  mil- 
n  this  year's  first  quarter,  cushion- 
he  blow  of  a  33%  drop,  to  $24.6 
n,  in  its  U.  S.  sales, 
cing  a  page  from  the  Japanese, 

exporters  have  kept  their  prices 
ven  in  dollar  terms,  despite  the  re- 
rise  in  the  dollar's  value.  Since  the 
e  of  1987,  for  example,  prices  of 

manufactured  exports  have  risen 
2.1%  annual  rate,  less  than  half  as 
IS  the  4.7%  rise  of  competing  prod- 
overseas,  says  Edward  McKelvey, 
onomist  at  Goldman,  Sachs  &  Co. 
fact,  U.  S.  exports  have  been  strong 


enough  to  take  some  of  the  sting  out  of 
the  recession.  Overseas  sales  usually  de- 
teriorate in  downturns.  But  since  this 
recession  started,  exports  are  up  2.5%. 
"Exports  continue  to  be  the  bright  spot 
in  the  economic  data,"  says  U.  S.  Trade 
Representative  Carla  A.  Hills. 
SHARP  PICKUP.  The  U.  S.  has  especially 
benefited  from  Europe's  preparations 
for  economic  union  in  1992.  The  mer- 
chandise trade  surplus  with  Western  Eu- 
rope in  the  first  quarter  improved  to  $5.6 
billion,  compared  with  $1.3  billion  during 
the  same  period  last  year  (chart).  But 
America's  deficit  with  Japan  shows  no 
sign  of  narrowing.  "I'm  still  worried 
about  that,"  says  James  R.  Houghton, 
chief  executive  of  Corning  Inc.  Adds  a 
Tokvo-based  executive  at  one  of  Ameri- 


ca's most  globally  competitive  compa- 
nies: "We're  seeing  business  picking  up 
in  markets  around  the  world  but  not  in 
Japan.  I  don't  think  we'll  see  any  dra- 
matic improvement  here  soon." 

Europeans,  too,  are  unhappy  with  Jap- 
anese methods  for  spreading  their  com- 
mercial might  (page  44).  But  displeasure 
with  one  trading  partner  shouldn't  de- 
tract from  the  real  gains  many  U.  S. 
companies  have  made.  American  busi- 
nesses are  becoming  more  effective 
global  competitors.  Now  the  challenge  is 
to  keep  it  going. 

By  Christopher  Farrell  and  Michael  J. 
Mandel  in  New  York,  Keith  Hammonds  in 
Boston,  Dori  Jones  Yang  in  Tacoma,  Paul 
Magyiusson  in  Washington,  and  bureau 
reports 
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ENERGY I 


THE  DROP  IN  FUEI  ECONON 


i 


U.S.  NAMEPLATES  ONLY 


CORPORATE  AVERAGE  FUEL  ECONOMY 
FOR  PASSENGER  CARS  SOLD  IN  THE  U.S. 


THE  SAN  DIEGO  FREEWAY:  AMERICANS  HAVE  BEEN  BUYING  BIGGER  CARS  LATELY 


'87  '88  '89 

▲  MILES  PER  GALLON 

DATA:  ENVidONMENTAL  PROTEaiON  AGENCY 


WHY  FUEL  EFFICIENCY 

IS  CONKING  OUT  ON  THE  HILL 


The  culprits:  Inadequate  technology,  cheap  gas,  and  lobbying  power 


When  President  Bush  unveiled 
his  national  energy  strategy 
in  February,  environmental- 
ists and  Democrats  blasted  the  White 
House  for  focusing  on  oil  production  and 
virtually  ignoring  energy  conservation. 
Even  sympathetic  Republicans  acknowl- 
edged that  without  more  emphasis  on 
energy  savings,  the  President's  propos- 
als stood  little  chance  of  survival  on 
Capitol  Hill. 

But  the  bipartisan  energy  legislation 
now  wending  its  way  through  the  Sen- 
ate reflects  little  of  that  noble  concern. 
Despite  the  war  in  the  Persian  Gulf, 
fought  in  large  part  to  defend  oil  sup- 
plies, it  appears  that  Washington  will  do 
precious  little  to  encourage  U.  S.  con- 
sumers to  conserve  energy. 


The  measure  emerging  from  the  Sen- 
ate Energy  Committee  is  expected  to 
contain  provisions  to  boost  energy  pro- 
duction, including  a  faster  licensing  pro- 
cess for  nuclear  power  plants,  stream- 
lined approvals  for  natural  gas  pipelines, 
and  opening  Alaska's  Arctic  National 
Wildlife  Refuge  to  oil  and  gas  explora- 
tion. But  when  the  debate  turned  to  in- 
creasing the  fuel  efficiency  of  cars,  law- 
makers balked.  The  committee,  after 
squabbling  over  how  high  to  set  gas- 
mileage  standards,  decided  to  set  none 
at  all.  Instead,  they'll  leave  it  up  to 
Transportation  Secretary  Samuel  K. 
Skinner  to  decide — and  he  opposes  cur- 
rent calls  to  tighten  fuel  economy  stan- 
dards sharply. 

Why  the  big  fizzle?  A  key  reason  is 


the  drive  Detroit  and  foreign  carmal 
launched  to  counter  efforts  to  raise 
so-called  corporate  average  fuel  ecc 
my  (CAFE)  standards,  which  now  req 
auto  makers'  fleets  to  average  27.5  m 
per  gallon.  The  campaign,  which  enlii 
farmers,  recreational-vehicle  users 
senior  citizens,  helped  squelch  the  m 
within  the  committee  to  boost  standa: 
But  the  absence  of  conservation 
sures  could  doom  the  energy  legislat 
''Without  c.\FE  numbers,  we  can't 
the  bill  on  the  Senate  floor,"  says  Ei  ^'^'^ 
gy  Committee  Chairman  J.  Ben 
Johnston  (D-La.).  Separate  legisia' 
sponsored  by  Senator  Richard  H. 
(D-Nev.),  which  would  increase  fuel 
ciency  by  40%  by  2001,  to  around 
mpg,  may  yet  squeak  by  the  Senate, 
it  faces  trouble  in  the  House  and  is  1| 
ly  to  be  vetoed  by  President  Bush. 
LAND  YACHTS.  As  officials  in  Wash 
ton  spin  their  wheels  over  energy  le 
lation,  Americans  are  becoming  less  W 
ergy-efficient  when  they  hit  the  n  list 
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where  passenger  vehicles  account  fc 
quarter  of  all  oil  consumption.  In 
past  three  years,  average  fuel  efficie 


NISSAN 

JOLTS  DETROIT 


Would  you  buy  a  car  knowing 
it  would  grind  to  a  halt  after 
100  miles?  Probably  not. 
That's  why  more  of  us  aren't  driving 
electric  cars.  Without  recharging,  they 
can't  go  the  350  miles  or  so  a  gasoline 
car  can  between  fill-ups.  And  recharg- 
ing takes  up  to  eight  hours. 

Now,  Nissan  Motor  Co.  and  partner 
Japan  Storage  Battery  Co.  think  they 
have  a  partial  solution:  superquick- 
charging  batteries  that  can  rejuice  to 
80%'  full  power  in  just  12  minutes.  The 
new  batteries  will  power  a  car  no  far- 
ther than  previous  ones— 60  to  120 
miles.  But  by  alleviating  fears  of  being 


stranded  for  hours,  says  Masato  Fu- 
kino,  senior  project  engineer  at  Nis- 
san's Vehicle  Research  Laboratory 
near  Tokyo,  the  new  system  "will  cut 
the  time  to  commercialization  of  elec- 
tric vehicles  in  half,  to  five  years." 
WIDER  RANGE.  Nissan  wants  to  < 
take  the  lead  in  California, 
which  has  mandated  that 
some  electric  cars  go  on  sale 
there  by  1998.  It  plans  to  set 
up  pilot  recharging  stations 
there  and  in  Japan  and  test 
them  with  a  prototype  electric 
car  it's  making.  Commercial 
sales  may  start  by  1995. 

Major  problems  remain, 
however.  Nissan's  slim  battery  design 
and  tiny  10-watt  fans  reduce  resistance 
and  disperse  heat  during  charging.  But 
a  battery  pack  good  for  100,000  miles 


or  so  would  cost  an  estimated  $2,3( 
What's  more,  their  400-volt  charger 
too  big  to  build  into  cars.  Fukino  ima 
ines  charging  stations  at  every  com 
nience  store,  which  seems 
long  way  off. 

To  sell  well,  experts  ccBssioi 
tend,  electric  vehicles  mu 
have  a  range  of  250  miles 
more.  Detroit's  Big  Three 
cently  formed  a  consortium 
pour  $100  million  annual 
half  of  it  from  the  U.  S.  go 
ernment,  into  developing  c 
NISSAN'S  NEW  batteries  that  pa 
QUICK'CHARGE    morc  power.  Detn 

BATTERY  gays    this    may  tSL. 

years.  But  now  that  Japan  is  on  t 
move,  electric  cars  may  get  rollii 
faster  than  Motown  thought. 

By  Karen  Lowry  Miller  in  Tok 
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ieclined  4%,  according  to  the  Envi- 
lental  Protection  Agency.  That's 
,iy  because  consumers  find  gas 
s  less  and  less  fearsome.  With  the 
;ion-adjusted  price  of  unleaded  gas 
a  bit  more  than  half  what  it  was  a 
le  ago,  they're  buying  larger,  heavi- 
ighway  cruisers  with  more  horse- 
ir.  The  average  weight  of  new  cars 
risen  6%,  and  horsepower  has 
ed  10%  since  1988,  the  EPA  says. 
?nts  Bryan:  "We're  moving  away 

the  goal  rather  than  toward  it." 
troit  argues  that  it  can't  meet  stiff- 
lileage  targets.  It  already  has 
;hed  to  radial  tires,  improved  fuel- 
Lgement  systems,  and  built  lighter, 

aerodynamic  cars.  These  measures 
id  boost  the  General  Motors  Corp. 
s  mileage  from  12  mpg  in  1974  to 
mpg  in  1990.  But  now  the  company 
it  has  run  out  of  easy  ways  to  yield 
efficiency  increases  with  existing 
lology.  "In  Europe,  the  price  of  gas 

or  $4  a  gallon,"  notes  William  H. 
k,  GM's  director  of  communications 
ashington.  "If  we  had  the  technol- 
don't  you  think  we  would  have  it  in 
)ver  there?" 

e  auto  industry  and  its  supporters 
have  raised  the  specter  of  more  fa- 
js  if  cars  get  much  smaller  to  meet 
ti  new  standards.  They  say  that 
ler  cars  are  far  more  dangerous  in 
ions.  Indeed,  Skinner  once  dubbed 
Bryan  bill  "the  national  highway 
1  act." 

■RENT  STROKES.  The  industry's  crit- 
ren't  convinced,  though.  They  say 
heard  the  same  litany  when  CAFE 
iards  were  introduced  in  1975.  De- 
much  grousing  from  Detroit,  fuel 
lency  has  doubled  since  then.  And 
)ut  startling  new  technology,  GM's 
Geo  Metro  gets  more  than  50  mpg, 
!  Honda  Motor  Corp.  is  planning  to 
I  out  with  a  1992  model  that  would 
3d  60  mpg. 

chnologies  now  under  development, 
as  more  sophisticated  two-stroke 
les,  which  need  less  fuel  to  do  the 
!  job  as  current  four-stroke  models, 
eventually  allow  substantial  effi- 
y  gains  in  normal-size  cars.  The 
ressional  Office  of  Technology  As- 
nent  concluded  in  a  recent  study 
the  Bryan  bill's  mileage  standards 
1  be  met  without  shrinking  cars  sig- 
intly,  but  doing  so  by  2001  would 
e  a  lot  of  disruption  to  the  auto 
3try. 

.rmakers  seem  to  have  dodged  the 
it  this  time.  But  there's  always  the 
ce  of  another  spike  in  oil  prices. 

virtually  assures  another  run  at 
oit  and  its  foreign  rivals  not  too  far 
1  the  road.  So  maybe  they  had  best 

their  lobbying  rigs  warmed  up. 

By  Peter  Hong  in  Washington,  with 
;s  B.  Treece  in  Detroit 


INSURANCE  I 


INSURERS  ARE  GIVING  A  LITTLE 
TO  AVOID  GIVING  A  LOT 


Congress  is  zeroing  in  on  their  antitrust  exemptions — so  they  may  deal 


Kicking  and  screaming  they  may 
be,  but  the  major  insurance  com- 
panies are  offering  to  give  up  a 
corner  of  their  security  blanket.  For  46 
years,  insurers  have  enjoyed  the  special 
antitrust  protection  of  the  McCarran- 
Ferguson  Act.  Among  other  things,  the 
act  allows  them  to  pool  underwriting 
data  and  set  prices  jointly.  This  way, 
insurers  have  argued,  they  can  set  their 
rates  accurately  enough  to  prevent  fre- 
quent insolvencies.  Well  aware  of  the 
act's  benefits,  insurers  always  have 
stood  united  to  block  any  legislative  at- 
tempts to  change  Mc- 
Carran-Ferguson. 

Now  it  looks  as  if  big 
insurers  are  breaking 
ranks.  On  May  17,  the 
American  Insurance 
Assn.,  a  lobby  repre- 
senting mostly  large 
property  and  casualty 
companies,  announced  a 
proposal  to  curtail  some 
of  McCarran-Fergu- 
son's  antitrust  exemp- 
tions. On  May  30,  the 
American  Council  of 
Life  Insurance  expects 
to  take  similar  action.  If 
the  proposals  take  root,  the  industry 
may  see  a  vast  consolidation  as  many 
small  companies  fold  under  fresh  compe- 
tition. Predicts  Michael  Frinquelli,  Salo- 
mon Brothers  Inc.'s  chief  insurance  ana- 
lyst: "Strong  regional  companies  could 
be  gobbled  up  by  bigger  companies." 
'DISCOMFORT.'  Insurers  obviously 
wouldn't  give  ground  if  they  didn't  have 
to.  But  the  industry  has  withered  under 
public  criticism  of  high  rates,  canceled 
policies,  and  outright  failures  such  as 
that  of  First  Executive  Corp.  and,  more 
recently,  First  Capital  Holdings  Corp. 
(page  116).  Representative  Jack  Brooks 
(D-Tex.)  is  taking  the  lead  on  Capitol  Hill 
with  his  bill  to  abolish  most  of  the  anti- 
trust exemptions.  Last  year,  the  bill  was 
approved  by  the  Judiciary  Committee 
but  failed  to  reach  a  floor  vote,  in  part 
because  of  industry  lobbying.  Insurers 
now  are  taking  a  different  tack.  As  AIA 
President  Robert  E.  Vagley  explains  the 
strategy:  "Putting  up  barricades  now 
would  just  be  unproductive." 

Insurers  argue  that  Brooks's  bill  will 
undermine  the  industry.  For  instance, 
underwriters  say  that  to  stay  in  business 
they  must  be  able  to  spread  risk  among 


their  peers.  Otherwise,  one  big  claim 
could  wipe  out  a  company's  capital.  So 
the  AIA  proposes  to  eliminate  the  anti- 
trust exemptions,  except  for  what  they 
consider  certain  essential  business  prac- 
tices. These  "safe  harbors"  would  in- 
clude sharing  actuarial  and  building-in- 
spection data,  developing  standardized 
forms,  and  spreading  risk  by  joint  under- 
writing and  pooling  arrangements. 
UNDER  SCRUTINY.  But  Smaller  underwrit- 
ers are  vehemently  opposed  to  any 
amendment  of  McCarran-Ferguson. 
Warns  Lowell  R.  Beck,  president  of  the 
National  Association  of 
Independent  Insurers: 
"You  can't  have  a  little 
bit  of  federal  involve- 
ment without  ultimately 
having  a  lot."  Insurers' 
biggest  fear  is  what 
may  happen  to  their 
time-honored  regulation 
by  the  states.  Removal 
of  antitrust  exemptions 
would  put  insurers  un- 
der the  scrutiny  of  fed- 
eral antitrust  overseers. 
Says  Robert  A.  Brian, 
senior  vice-president  of 
insurance-research  firm 
Conning  &  Co.:  "We're  seeing  the  begin- 
ning of  a  new  era  in  combined  federal 
and  state  regulation." 

Changes  in  antitrust  exemption  are  es- 
pecially unnerving  to  those  whose  sur- 
vival depends  on  sharing  actuarial  data. 
They  typically  don't  do  enough  volume 
to  gather  the  data  sufficient  to  price 
policies  profitably.  Thus,  some  insurers 
and  analysts  contend,  repealing  McCar- 
ran-Ferguson could  raise  prices  at  small 
companies  because  their  costs  would  in- 
crease and  they  would  no  longer  be  able 
to  set  rates  confidently.  "Some  compa- 
nies will  fail,"  says  Orin  S.  Kramer,  a 
New  York-based  insurance  consultant.  A 
horror?  Maybe  not.  A.  M.  Best  Co.  fig- 
ures that  some  3,000  property  and  casu- 
alty insurers  now  split  up  just  27%  of 
the  market. 

The  Brooks  bill  is  due  before  the  Judi- 
ciary Committee  sometime  this  summer. 
Passage  is  far  from  guaranteed,  yet  a 
congressional  aide  says  the  aia's  retreat 
will  boost  the  bill.  Even  if  some  "safe 
harbors"  survive,  now  begins  the  unrav- 
eling of  the  security  blanket  insurers 
have  enjoyed  for  nearly  half  a  century. 

By  Lisa  Driscoll  in  New  Haven 
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LABOR I 


MEKKERS  (HOLDING  BABY)  SAYS  MANDATORY  LEAVE  WAS  NO  PROBLEM  FOR  HIS  OREGON  S&L 


FAMILY  LEAVE  MAY  NOT  BE  THAT  BIG 
A  HARDSHIP  FOR  BUSINESS 


A  new  study  finds  that  legislation  would  only  mandate  normal  practice 


S 


ince  President  Bush  vetoed  a  fam- 
ily leave  bill  last  year,  a  central 
question  has  been  how  many  em- 
ployers already  offer  maternity  leave. 
Conventional  wisdom  held — and  the 
bill's  opponents  argued — that  many 
small  employers  would  be  crushed  if  the 
government  forced  them  to  give  workers 
12  weeks  off,  as  the  bill  would  provide. 

Now,  a  new  study  is  shattering  some 
preconceptions  about  maternity  leave.  A 
nonprofit  New  York  group,  the  Families 
&  Work  Institute,  surveyed  employers  in 
four  states;  Oregon,  Minnesota,  Wiscon- 
sin, and  Rhode  Island.  The  finding:  Most 
companies,  even  the  smallest,  already  of- 
fer lots  of  leave  to  mothers  of  infants. 

The  study  doesn't  address  other  parts 
of  the  bill,  which  Congress  like- 
ly will  pass  again  this  year.  But 
on  maternity  leave,  "it  shows 
that  the  law  would  just  formal- 
ize the  practice  that  companies 
already  follow,"  says  Ellen  Ga- 
linsky,  co-president  of  the  Fam- 
ilies &  Work  Institute. 

The  measure  has  been  hotly 
contestt  !.  in  part  because  reli- 
able surveys  of  company  prac- 
tices have  been  hard  to  come 
by.  In  1989,  a  Bureau  of  Labor 
Statistics  survey  of  companies 
with  100  or  more  employees 
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found  that  only  41%  of  full-time  employ- 
ees were  covered  by  leave  policies.  How- 
ever, antagonists  on  both  sides  of  the 
debate  thought  that  number  was  too 
low.  The  suspected  flaw:  the  BLS  asked 
companies  what  their  formal  policies 
were  rather  than  what  they  actually  do. 

The  Institute  tried  to  dig  deeper.  It 
chose  four  states  where  mandatory  ma- 
ternity leave  legislation  had  recently 
been  passed  so  it  could  compare  policies 
before  and  after  the  new  laws.  To  blunt 
charges  of  bias,  it  convened  panels  with 
some  two  dozen  experts  in  each  state 
from  all  sides  of  the  issue,  including 
chambers  of  commerce  and  local  arms  of 
the  National  Federation  of  Independent 
Business,  two  strong  opponents  of  man- 


WHO  OFFERS  MATERNITY  LEAVE 


Based  on  a  survey  in  Minnesota,  Oregon,  Rhode  Island, 
and  Wisconsin                    Number  of  employees          Average  oil 

Under  10 

10-20  21-49 

50+  companies 

Companies  offering 
maternity  leave 

79% 

89%  83% 

84%  83% 

Companies  that  con- 
tinue health  benefits 

66% 

78%  61% 

67%  67% 

Average  weeks 
allowed 

9.1 

12.7  11 

13.1  11.3 

Companies  of  all  sizes  offering  paternity  leave:  60% 


datory  parental  leave.  The  panels  > 
vised  questions  for  the  survey,  wh 
was  run  by  Washington  State  Univers 
using  samples  of  more  than  1,000  e 
ployers  per  state. 

The  survey  found  that  only  25% 
employers  have  written  leave  polici 
However,  even  without  mandatory  le 
lation,  83%  said  they  allowed  wo 
time  off  after  the  birth  of  a  child  {tab'. 
One  big  surprise:  Small  compan 
granted  leave  as  often  as  big  ones.  E 
among  companies  with  fewer  than 
employees,  79%'  said  they  guarantt  <  a 
jobs  of  women  on  leave.  .^at 
DADS  LAG.  As  a  result,  the  state  la  le.rt 
had  little  impact  on  what  the  em.ploy  nfoi 
already  were  doing.  Vince  Mekkers  n 
be  typical.  President  of  First  Fede  jttto 
Savings  &  Loan  Assn.  of  McMinnvi  itflie 
Ore.,   he   has   55  employees   in  f( 
branches  and  headquarters.  First  Fed  i^jjIh 
al  did  allow  maternity  leave  before  0  ( 
gon  required  it  three  years  ago,  but  o: 
for  six  weeks.  Since  then,  half  a  do5 
of  the  45  female  employees  have  tal 
the  full  12  weeks  the  new  law  provid 
Mekkers  thinks  this  may  be  too  mu 
but  he  concedes  it  hasn't  hurt  the  thr 
"If  anything,  it's  more  of  a  problem 
the  other  employees,  who  have  to  d 
up  the  slack,"  Mekkers  says.  "But 
haven't  had  any  financial  difficulties 
problems  serving  customers." 

The  bill,  however,  has  other  provisiJ 
that  could  boost  employers'  costs.  1 
instance,  among  companies  with  hea 
insurance  plans,  only  67%  continue 
pay  for  coverage  during  matern] 
leave.  The  federal  bill  would  require 
companies  to  do  so.  In  addition,  only 
of  employers  allow  time  off  for  fatb 
who  also  would  be  entitled  to  12  wei 
under  the  proposed  federal  law. 

Proponents  of  the  bill  note  that 
Northern  states  with  relatively  str( 
organized  labor  were  surveyed.  Co: 
nies  in  less  union-oriented  states  mayjffliOH 
less  generous.  "Also,  a  law  would  m: 
the  17%  of  companies  that  don't  of 
leave  get  in  line  with  what  everyone  ( 
does," 
policy 

Defense  Fund 

Nor  are  opponents  budgi 
Tracy  Wurzel,  the  legislal 
representative  at  the  Natio 
Federation  of  Independ 
Business,  says  that  even  if 
study  is  accurate,  "the  gov( 
ment  shouldn't  tell  employ 
how  to  run  their  businei 
Just  because  the  study  has  a 
ed  a  few  facts  to  the  deb 
doesn't  mean  it  will  become 
less  heated. 

By  Aaron  Bernstein  in  1 

York 


argues  Donna  R.  Lenhoff,  le 
director  of  the  Women's  Le  , 
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E  LITTLE  GUYS  OF  LONG  DISTANCE 
E  MIGHTY  NERVOUS 


xpected  FCC  change  in  local  access  fees  gives  AT&T  the  upper  hand 


I  Mhen  U.  S.  District  Judge  Har- 
iv  old  H.  Greene  issued  the  de- 
ls cree  that  broke  up  AT&T  in 

he  wanted  to  make  sure  that  it 
I't  crush  its  fledgling  long-distance 
.  A  critical  safeguard  was  a  re- 
nent  that  local  phone  companies 
e  AT&T,  MCI  Communications,  U.  S. 
:  Communications,  and  other  long- 
ice  companies  the  same  amount  to 
ct  to  local  phone  networks. 
;  the  rules  of  the  game  will  begin 
inge  dramatically  on  Sept.  1,  when 
qual-charge  provision  expires.  The 
'al  Communications  Commission, 

to  promote  efficiency  in  the  phone 


cations  Assn.  (CompTel)  in  Washington, 
D.  C,  a  trade  group  that  represents  the 
smallest  long-distance  carriers. 

Because  of  lower  calling  volume, 
small  carriers  would  likely  see  the  big- 
gest jump  in  costs.  A  study  by  Orlando- 
based  market  researcher  Gillan  Asso- 
ciates, commissioned  by  CompTel,  con- 
cludes that  it  would  take  a  competitor 
with  at  least  25%  of  the  market — the 
equivalent  of  MCl  and  Sprint  combined — 
to  rival  AT&T  on  pricing  if  cost-based 
fees  are  allowed. 

AT&T  doesn't  buy  that.  Joel  E.  Lubin, 
the  company's  director  of  regulatory-pol- 
icy analysis,  says  some  rivals  exagger- 


companies — possibly  leading  to  less  com- 
petition and  higher  prices.  The  FCC  is 
"between  a  rock  and  a  hard  place,"  says 
Joel  Gross,  an  analyst  at  Donaldson, 
Lufkin  &  Jenrette  Inc. 

Beyond  the  effect  on  long  distance, 
the  commission  will  also  have  to  explore 
how  a  rule  change  would  affect  budding 
competition  in  the  local  phone  business. 
If  the  FCC  gives  local  companies  more 
flexibility  in  access  charges,  they  might 
use  it  to  discriminate  against  new  com- 
petitors in  the  local  transmission  busi- 
ness, such  as  Metropolitan  Fiber  Sys- 
tems Inc.  in  Oak  Brook  Terrace,  III,  and 
Teleport  Communications  Group  in  Stat- 
en  Island,  N.  Y.  So  analysts  are  specu- 
lating that  any  pricing  flexibility  grant- 
ed to  local  phone  companies  will 
probably  be  coupled  with  freer  rein  for 
the  likes  of  MFS  and  Teleport. 
BIG  PICTURE.  Business  customers,  who 
stand  to  reap  big  savings  from  height- 
ened rivalry  in  the  local  and  long-dis- 
tance phone  markets,  want  the  commis- 
sion to  address  all  issues  of  pricing  and 


AT&T:  BUYING  IN  VOLUME 


All  long-distance  companies  currently 

pay  local  phone  companies  the  same 

amount  for  connecting  their  calls  to 

local  phone  networks — a  flat  rate  of 

about  5€  per  minute  per  call.  Here's 

an  estimate  of  how  shifting  to  a 

cost-based  system  would  affect  rates: 

LOCAL  CARRIER'S 
COST  lOR 
MARKET  LONG-DISTMa 
CARRIER  SHARE  CONNEGIONS 


AT&T 


65% 


4< 


Sprint 


10 


6 


Cable  & 
Wireless 


ECriON  POINT:  ACCESS  CHARGES  CAN  BE  50%  OF  A  LONG-DISTANCE  CALL'S  COST 
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m,  is  expected  to  move  toward  ty- 
onnection  charges  more  closely  to 
rtual  cost  of  providing  the  hookup. 
OR  DEATH.'  The  switch  is  likely  to 

American  Telephone  &  Telegraph 
and  have  a  far-reaching  impact  on 
554  billion  long-distance  industry. 

Payments  for  connections  to  local 
)rks  on  both  ends  of  the  call — 
n  as  access  charges — account  for 

50%  of  the  cost  of  a  long-distance 
\.nd  because  AT&T  handles  the  most 
le  by  far,  it  could  get  the  best  rates 
local  phone  companies  (table).  AT&T 
ates  that  it  could  save  $400  million 

cost-based  fees  and  would  pass 

an  unspecified  portion  to  its  cus- 
:s.  "This  is  a  life-or-death  issue  for 

carriers,"  says  James  M.  Smith, 
lent  of  Competitive  Telecommuni- 


ate  the  harm  they  would  suffer.  And 
while  MCI  and  Sprint  agree  that  they 
would  be  squeezed,  they  don't  foresee  a 
forced  merger.  "I  would  find  that  highly 
unlikely — very,  very  unlikely,"  says 
Donald  F.  Evans,  MCl's  director  of  feder- 
al regulatory  affairs. 

AT&T's  dominance  in  long  distance 
leaves  the  FCC  in  an  awkward  position. 
On  one  hand,  the  commission  has  long 
held  that  for  maximum  efficiency,  the 
price  of  telecommunications  services 
should  be  based  on  costs.  Indeed,  the 
FCC  once  had  a  rule  that  required  access 
charges  to  be  based  on  cost  but  waived 
it  so  it  wouldn't  conflict  with  Judge 
Greene's  order.  Yet  the  commission  also 
wants  to  foster  competition,  and  it  rec- 
ognizes that  moving  too  quickly  to  a 
cost-based  system  could  bankrupt  some 


competition  at  once.  "Rather  than  make 
a  rifle-shot  change,  we  think  the  agency 
should  make  a  comprehensive  study," 
says  Brian  R.  Moir,  general  counsel  for 
the  International  Communications  Assn., 
which  represents  large  users  of  telecom- 
munications services. 

With  so  much  at  stake,  the  betting  is 
that  the  commission  will  move  slowly — 
perhaps  phasing  in  changes  over  three 
to  five  years.  Richard  Firestone,  chief  of 
the  FCC's  Common  Carrier  Bureau, 
won't  reveal  any  plans.  "You  can't  just 
give  a  seat-of-the-pants  kind  of  re- 
sponse," he  says.  Fair  enough:  An  over- 
night change  in  pricing  rules  might  help 
consumers  quickly,  but  a  prudent  transi- 
tion probably  better  serves  their  long- 
term  interests. 

By  Mark  Lewyn  in  Washington 
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SOVIET  UNION  I 


DOWN  AND  OUT  IN  MOSCOW:  SIGNS  OF  ECONOMIC  DISTRESS  HAVE  WORSENED 


THE  SOVIETS  ARE  LOOKING 

TO  SWAP  REFORMS  FOR  AID.  AGAIN 


But  the  U.S.  plan  is  long  on  technical  help  and  short  on  cold  cash 


It  started  at  an  international  mone- 
tary conference  in  Washington  in 
mid-April.  A  young  Soviet  economist 
tapped  economic  consultant  David  Smick 
on  the  shoulder.  "Can  I  have  35  minutes 
of  your  time?"  Posing  the  question  was 
Grigori  A.  Yavlinsky,  a  chief  architect  of 
the  Soviet  Union's  abandoned  "500 
Days"  economic-reform  plan.  He  wanted 
Smick's  advice  on  how  to  win  back  West- 
ern aid  for  the  tottering  Soviet  economy. 

Since  then,  Yavlinsky's  modest  re- 
quest has  grown  into  an  appeal  for  a 
crash  Western-Soviet  plan  to  plunge  the 
Soviet  Union  into  a  market  economy. 
The  plea,  conceived  by  Yavlinsky  and 
Yevgeny  Primakov,  a  close  adviser  to 
Soviet  President  Mikhail  Gorbachev,  is 
the  first  hint  that  Moscow  may  be  will- 
ing to  renew  its  efforts  at  radical  mar- 
ket reform  in  return  for  Western  aid  and 
advice.  If  that  happens,  the  way  could  be 
paved  for  dramatic  economic  changes, 
including  mass  privatization  of  state- 
owned  farms  and  factories  and  fast 
moves  to  make  the  ruble  convertible. 

The  Soviets  were  on  just  such  a  track 
last  fall.  But  they  got  derailed  when 
Gorbachev's  government  dropped  its  re- 
form plans.  Protests  by  homeless  people 
setting  up  tent  cities  in  Moscow  prompt- 
ed authorities  to  disperse  the  protestors, 
but  the  signs  of  economic  distress  have, 


if  anything,  worsened.  Far  graver,  the 
government  initiated  bloody  crackdowns 
on  nationalist  dissent.  More  recently, 
Gorbachev  has  been  forced  to  moderate 
his  behavior  because  of  a  desperate  need 
for  Western  cash.  His  advisers  have 
been  stunned  by  recent  forecasts  that 
Soviet  oil  exports,  which  earn  most  of 
the  nation's  hard  currency,  this  year  will 
drop  50%.  The  growing  clout  of  Boris  N. 
Yeltsin,  his  chief  political  rival,  has 
forced  Gorbachev  to  seek  a  new  peace 
with  most  of  the  restive  Soviet  republics. 
And  Gorbachev's  plea  for  up  to  $20  bil- 
lion in  aid  from  the  Japanese  got  a  frigid 


WAYS  WASHINGTON 
MIGHT  HELP  MOSCOW 

Expand  technical  assistance 
on  economic  reforms 

Provide  advice  or  money  to 
switch  Soviet  defense  plants 
into  consumer-goods  factories 

Support  U.S.  oil  companies  in 
developing  Soviet  fields 

Help  the  Soviets  gain  special 
associate  status  at  the 
international  Monetary  Fund 

Relax  restrictions  on 
U.S.-Soviet  trade  databw 


reception  at  a  Tokyo  summit  last  moii. 

Now,  Gorbachev  is  hitting  up  .e 
West  for  money — big  money.  On  Ay 
22,  he  put  forth  a  figure  for  Westii 
aid:  a  huge  $100  billion.  "We  h:'e 
reached  a  very  important  stage  of  lU 
reform,  radical  reform  in  the  countr| 
he  said.  Even  so,  Gorbachev's  estim* 
is  still  lower  than  that  of  Harvard  lii- 
versity  economist  Jeffrey  Sachs,  who  i- 
vised  Poland  on  its  economy  and  is  liv 
working  with  Yavlinsky  and  Primalfv 
on  a  new  Soviet  reform  package.  Sag 
argues  that  an  economic  overhaul  wo 
require  the  West  to  cough  up  $150 
lion  over  five  years. 

But  the  Bush  Administration  is  lii 
ing  itself  to  a  far  more  modest  strat( 
to  aid  the  Soviets.  It's  long  on  techn: 
assistance  and  short  on  cold  cash  (tab 
The  Administration's  aid  plan  cent 
around  $20  million  in  technical  as 
tance  for  pilot  reform  projects  in  si 
fields  as  environmental  control  and  aj 
culture.  "It's  a  Band-Aid  package,"  s; 
Brookings  Institution  scholar  Heir 
Sonnenfeldt.  More  U.  S.  guarantees 
Soviet  grain  purchases  are  like 
though  the  amount  will  be  less  than 
$1.5  billion  Gorbachev  wants.  Bush  ^ 
also  seek  the  repeal  of  laws  that  11 
export  and  investment  credits.  Ti 
move  got  a  boost  on  May  20  when 
Soviet  Parliament  passed  a  law  libera 
ing  emigration  and  travel. 
CLEAR  SIGNS.  Also  envisioned  are  jc 
programs  with  U.  S.  allies  that  co 
send  NATO  experts  to  jump-start  stal 
Soviet  attempts  to  transform  weap( 
plants  into  consumer-products  factori 
And  Washington  is  coordinating 
fense-conversion  efforts  with  Tok 
which  in  July  will  send  industrialists 
a  tour  of  Soviet  military  facilities. 

Bush  remains  cool  to  proposals  to 
vite  Gorbachev  to  the  Group  of  Se^ 
summit  of  industrialized  nations  in  L 
don  this  July.  Gorbachev  sees  the 
meeting  as  the  way  to  win  Soviet  ent 
to  institutions  such  as  the  Internatio 
Monetary  Fund.  But  first.  Bush  wa 
to  coordinate  a  Soviet  aid  program  £ 
see  clear  signs  of  radical  reform. 

Gorby  may  yet  sit  down  with  the  C 
Winning  Western  aid  is  anothe**  matt 
Even  if  the  West  had  plenty  of  money 
spare,  officials  almost  everywhere,  w 
the  exception  of  Germany  and  Italy, 
reluctant  to  offer  a  big  financial  comr 
ment  until  they're  convinced  the  Sovi 
are  serious  about  market  reforms,  h 
ther  Yavlinsky  nor  Gorbachev  has  p 
duced  a  clear-cut  reform  plan.  So  as 
Soviet  Union's  need  for  cash  grows  J- 
creasingly  dire,  the  pressure  to  come  p 
with  a  plan  is  sure  to  intensify. 

By  Amy  Borrus  in  Washington,  uh 
Rose  Brady  in  Moscow  ' 
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Microsoft  Word  forWtodows 

A  session  with  Microsoft 

Word  for  Windows 
can  make  you  retliink  tlie 
wfiole  cat^ory  of  word 
processii^  software!' 

Edward  Mendelson.  PC  Magazine,  December  11, 1990. 
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Commentary/by  Gary  Weiss 

AFTER-HOURS  TRADING:  A  VERY  SNIALL  STEP  BY  THE  BIG  BOARD 


I 


As  the  New  York  Stock  Ex- 
change faces  the  perils  of  glob- 
al competition,  many  investors 
and  traders  view  the  NYSE  as  stodgy 
and  unimaginative.  Its  venerable  spe- 
cialist system,  in  which  floor  brokers 
are  charged  with  making  orderly  mar- 
kets in  stocks,  contrasts  sharply  with 
computerized  overseas  stock  ex- 
changes and  private  stock-trading  sys- 
tems that  have  snatched  away  much  of 
the  NYSE's  business.  Well,  the  Big 
Board  is  taking  a  bold  step  to  meet  this 
challenge.  On  May  20,  the  NYSE  won 
approval  from  the  Securi- 
ties &  Exchange  Commis- 
sion for  limited  after-hours 
trading. 

For  the  NYSE,  this  will 
be  an  all-but-revolutionary 
departure  from  the  past. 
Come  June  13,  investors 
will  be  able  to  enter  buy 
and  sell  orders  for  NYSE- 
traded  stocks  for  one  hour 
after  the  4  p.m.  close.  The 
trades  will  be  executed 
without  involvement  by 
the  specialists.  The  after- 
hours  price  will  be  where  a 
stock  stood  when  the  gav- 
el thudded  at  4  p.m.,  if 
buyers  and  sellers  can  be 
found.  Likewise,  the  ex- 
change will  permit  after- 
hours  program  trading  until  5:15  p.m. 

A  milestone?  Absolutely.  But  will 
the  exchange's  new  initiative  win  back 
a  significant  chunk  of  the  business  it 
has  lost?  The  answer,  in  all  likelihood, 
is  no.  The  competition  is  too  adroit  and 
well-entrenched — and  the  NYSE's  new 
trading  endeavors  simply  do  not  offer 
enough.  No  wonder  even  money  man- 
agers who  welcome  the  NYSE's  initia- 
tive are  unsure  what  competitive  ad- 
vantage, if  any,  the  new  system  offers. 
"The  NYSE  is  taking  a  small  step  in  the 
right  direction,"  says  William  Dodge, 
portfolio  manager  of  Du  Pont  Co.'s 
pension  fund.  But  while  he  applauds 
the  new  hours,  he  won't  commit  to  tak- 
ing advantage  of  them.  "If  we  wanted 
10  trade  after  close,"  Dodge  notes, 
"there  are  offshore  ways  to  effect 
those  transactions." 

Indeed,  the  NYSE  system  will  pose 
only  a  limited  competitive  threat  to 
overseas  bourses  that  trade  U.  S. 
stocks.  More  than  185  U.  S.  companies 


list  their  shares  in  London,  while  70 
trade  in  Tokyo,  and  the  stocks  trade  as 
they  do  in  New  York,  with  prices  rising 
and  falling  as  market  conditions  war- 
rant. Much  of  the  trading  of  U.  S. 
stocks  in  London  is  program  trading, 
because  disclosure  is  minimal — and  so 
are  costs.  The  competition  has  consis- 
tently beaten  the  NYSE's  transaction 
charges. 

The  exchange's  new  after-hours  sys- 
tem for  program  trading  does  provide 
an  alternative  to  engaging  in  such 
trades  in  London,  by  imposing  no 


transaction  charges,  and  by  not  disclos- 
ing price  and  volume  information  on 
individual  stocks.  Likewise,  the  other 
after-hours  system  will  perform — for  a 
brief  period  of  time — a  function  similar 
to  the  private  order-matching  systems 
such  as  the  Crossing  Network,  In- 
stinet,  and  POSIT.  The  exchange  will 
waive  fees  for  six  months,  providing  a 
likely  advantage  over  the  competition. 
But  it's  doubtful  that  the  NYSE's  long- 
er hours  will  break  money  managers  of 
their  long-standing  trading  habits.  "If 
somebody  has  the  ability  to  trade  else- 
where, they  won't  change  unless  they 
have  to,"  observes  Bernard  L.  Madoff, 


Ultimately,  the  NYSE  must 
meet  its  foreign  rivals 
head-on  by  moving  to 
round-the-clock  trading 


president  of  a  firm  that  engages  in  ol 
floor  trading  for  institutional  custo: 
ers.  "The  NYSE  will  have  to  offer  ci 
tomers  something  that  they  dor 
already  have — and  I  don't  know  wh 
that  is." 

MEDIOCRE.  In  any  business,  matchii 
competitors  isn't  the  object — beatii 
them  is.  And  the  NYSE's  record  as 
competitor  has  been  mediocre  at  bei 
A  few  years  back,  it  established  i 
New  York  Futures  Exchange,  whi( 
tried  but  failed  to  compete  with  t' 
Chicago  commodities  exchanges.  Mo 
recently,  it  introduc< 
"stock  baskets,"  whi 
were  supposed  to  simpli 
program  trading  but  fail 
to  snare  program  trader 
Indeed,  the  NYSE's  aft( 
hours  trading  setup  seer 
to  offer  a  clear  advantaj 
only  to  the  most  compe 
tively  insignificant  eleme 
of  the  investment  world 
small  investors.  Unlike  i 
electronic  competitors,  t 
exchange's  after-hou 
system  will  be  open  to  e 
cryone.  Ordinary  folks  w 
lie  able  to  trade  a  f( 
shares — if  their  brok( 
ages  can  line  up  buye 
and  sellers.  "An  instituti 
can  easily  do  trading 
London  and  Tokyo,  but  most  investo 
don't  have  that  kind  of  clout,"  an  NY 
spokesman  points  out. 

But  the  NYSE's  main  challenge  is 
win  back  large  customers,  not  smi 
ones.  The  big  customers  should  like  t 
fixed-price  feature  of  the  new  aft( 
hours  system,  since  it  gives  them  t 
chance  to  trade  large  blocks  of  sto 
without  moving  the  stock's  price. 

Even  so,  the  NYSE's  new  tradii 
hours  are  not  enough.  The  exchanj 
has  said  it  will  expand  off-hours  tra 
ing  "to  keep  pace  with  demand."  B 
what  if  its  initiative  is  so  feeble  th 
there  is  only  limited  demand?  Ultimal 
ly,  the  NYSE  must  meet  its  foreign 
vals  head-on  by  moving  to  round-th 
clock  trading.  It  could  also  extend 
fixed-price  trading  hours.  And  it  mu 
do  all  this  while  getting  costs  into  li 
Like  any  business  facing  tough  comp 
tition,  the  NYSE  has  to  make  soii 
choices  that  won't  be  universally  pop 
lar.  Half-measures  won't  suffice. 


f 
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Microsoft  Word  forWtodows 

"Word  for  Wndows 
is  the  leader  of  the  pack!' 

InfoWorld,  February  4, 1991. 


Windows  Word  Processor 
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TURNAROUNDS! 


CEO  RENIER:  MAKING  EVEN  THE  $  I  BILLION  SPERRY  AVIONICS  PURCHASE  PAY  OFF 


HONEYWELL  IS  FINALLY 
TASTING  THE  SWEET  LIFE 


Its  five-year  restructuring  is  showing  results  on  the  balance  sheet 


For  Honeywell  Inc.,  the  road  from 
ailing  conglomerate  to  streamlined 
world  leader  in  automated  controls 
has  been  a  twisting  and  bumpy  one.  An 
expensive  acquisition,  huge  cost  over- 
runs on  military  contracts,  divestitures, 
spin-offs,  and  several  rounds  of  layoffs 
have  marked  Honeywell's  passage. 

But  now,  after  five  years  of  nonstop 
restructurings,  the  Minneapolis  company 
appears  to  have  finally  put  its  troubled 
past  behind  it.  Shorn  of  its  computer, 
semiconductor,  communications,  and  de- 
fense operations,  Honeywell  pushed  up 
1990  operating  profits  from  continuing 
operations  by  $i82  million,  to  $676  mil- 
lion, on  a  4%  sales  gain,  to  $6.3  billion. 
Adjusting  for  a  two-for-one  split  last  De- 
cember, the  company's  stock  value  has 
nearly  doubled,  to  57,  in  the  past  20 
months.  In  mid-May,  Honeywell's  newly 
burnished  balance  sheet  persuaded  Stan- 
dard &  Poor  s  Corp.  and  Duff  &  Phelps/ 
MC.M  Investment  Research  Co.  to  hike 
the  company's  debt  ratings.  Notes  Paul 
McCarthy,  president  of  D&P's  credit-rat- 
ing arm:  "Honeywell  really  has  made 
great  strides  of  late." 
IN  CONTROL.  Expect  more  of  the  same. 
Focusing  on  the  core  controls  business, 
top  management  is  planning  to  capitalize 
on  Honeywell's  global  marketing  and 
distribution  network  and  superior  techni- 


cal knowhow,  which  dates  back  to  1918, 
when  the  company  started  selling  its 
patented  thermostat.  "We  can  bid  some- 
thing in  the  U.  S.,  spec  it  in  France,  buy 
[a  part]  in  Kuwait,  and  deliver  it  any- 
where in  the  world,"  says  James  J.  Ren- 
ier,  chairman  since  1987. 

These  days,  the  company  is  aggres- 
sively pushing  new 
products  for  new  cus- 
tomers. Tighter  envi- 
ronniental  regulations 
mean  more  buyers  for 
its  pollution  and  ener- 
gy conservation  con- 
trols. The  building 
controls  group,  which 
makes  devices  that 
regulate  the  light, 
temperature,  and  air 
and  water  flow  within 
a  building,  is  target- 
ing the  construction 
industry's  few  active 
areas:  schools,  hospitals,  and  prisons. 
And  in  the  U.  S.  and  abroad,  the  indus- 
trial process  controls  team  is  signing  up 
consumer-goods  makers  such  as  CPC  In- 
ternational Inc. 

The  star  performer,  though,  is  Hon- 
eywell's space  and  aviation  operation. 
Buoyed  by  the  $1  billion  purchase  of 
Sperry  Aerospace  Group  in  1987,  com- 


HONEYWEU'S 


mercial  aviation  controls  sales  have 
jumping  2l7c  a  year. 

That's  something  of  a  surprise,  n 
pendous  cost  overruns  on  Sperry's  fijj 
price   military   contracts   forced  hb 
writedowns  and  a  loss  of  $435  millio 
1988.  Since  then,  Honeywell  has  broii 
in  new  managers,  tightened  finaii 
controls,  and  refrained  from  biddin 
most  fixed-price  contracts.  It  has  li 
sued  Unisys  Corp.,  the  company  for|ii 
when  Sperry  merged  with  Burrou' 
for  fraud.  Honeywell  is  seeking  $350 
lion  in  damages,  l^nisys  has  no  comn] 
on  the  suit. 

'JUST  ABOUT  THE  BEST.'  With  the  mill 
problems  mostly  behind  it,  Hone; 
now  can  show  that  the  acquisi 
wasn't  a  bust.  The  avionics  group's  r| 
recent  coup  is  a  contract  to  supply  rrfe 
of  the  cockpit  navigation  system 
Boeing  Co.'s  first  new  jet  in  11  ye 
the  777.  Says  Fred  R.  Cerf,  Boei 
head  of  systems  and  equipment  pure 
ing:  "We  certainly  think  they're 
about  the  best"  in  avionics.  Altho 
the  contract,  awarded  in  late  1990,  p 
ably  won't  add  anything  to  Honeyw 
bottom  line  until  1995,  it  could  brin. 
$2  billion  over  15  years,  says  Howanj 
Rubel,  senior  vice-president  for  i| 
Lawrence  Inc. 

Landing  new  business  is  only  parj 
Renier's  goal  of  increasing  profits 
107'  a  year.  Honeywell  is  also  takirj}; 
hard  look  at  costs.  Since  mid-1989,  Iti 
company  has  cut  more  than  5,000  K 
ployees  at  all  levels,  reducing  its  wl 
force  to  60,000.  It  has  also  reducecl 
need  for  cash  by  turning  over  its  inf 
tory  quicker  and  collecting  receival 
faster.  Michael  A.  Reilly  of  Minnea{l 
investment  bank  Piper,  Jaffray  &  11 
wood  Inc.  expects  r 
company  to  nudge| 
crating  marginsti 
11%,  from  10.77^!ll 
1990. 

That's  not  gri 
but  there's  a  recesl 
on.  Honeywell's  bi| 
ing  controls  busini 
which  kicks  in  a  tl 
of  operating  pro! 
and  revenues,  haf 
escaped  the  const|C 
tion  slump.  That  ir 
tends  only  a  slighlfc 
crease  in  operatif 
profits  this  year,  to  $684  million  on  fl' 
sales,  figures  Reilly. 

Even  those  results  show  how  farh< 
company  has  come.  "In  the  past,  liD 
eywell  would  have  lost  money  in  ifc 
market,"  notes  C.J.  Lawrence's  Rue! 
The  road  ahead  looks  a  good  (» 
smoother  and  straighter. 

By  Lois  Therrien  in  Chii^c 


■  ■  I 
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Microsoft  Word  for  Widows 

"Simply  put,Word  for 
Wnaows  is  a  model 
for  the  next  generation 
of  word  processing 
pro^mns. . 

Peter  H.  Lewis.  New  York  Times,  January  28, 1990. 


Windows  Word  Processor 


MicrosoftWbrd  forWindows. 
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STRATEGIES  I 


A  VIDEO  GAME  THAT  TELLS 

IF  EMPLOYEES  ARE  FIT  FOR  WORK 


Testing  eye-hand  coordination  instead  of  looking  for  chemicals 


lor  fun,  Robert  Anguay  likes  to 
take  his  two  stepsons  out  to  play 
video  games.  He  often  drops  a  few 
quarters  himself.  But  every  day  before 
he  begins  work  at  Silicon  Valley's  Ion 
Implant  Services  Inc.,  Anguay  lines  up 
with  his  fellow  delivery  drivers,  stands 
in  front  of  a  console,  and  "plays"  a  short 
video  game.  There's  no  fooling  around 
here:  Unless  the  machine  spits  out  a  re- 
ceipt confirming  that  the  drivers  have 
passed  the  video  test,  they  can't  climb 
behind  the  wheel. 

Using  random  drug  test- 
ing to  promote  workplace 
safety  is  an  issue  that  has 
been  bedeviling  employers 
and  civil  libertarians.  Now,  a 
tiny  Alameda  (Calif.)  compa- 
ny, Performance  Factors 
Inc.  (PFI),  is  pushing  a  sim- 
ple, computer-based  test 
that  could  go  a  lot  further 
toward  determining  an  em- 
ployee's fitness  for  work 
than  drug  tests  ever  have. 
Instead  of  detecting  chemi- 
cals in  the  blood,  pfi's  Fac- 
tor 1000  software  system 
tests  a  worker's  hand-eye 
coordination  to  measure  fit- 
ness for  duty. 

ONE  FAILURE.  Such  big  Com- 
panies as  the  diversified 
food  processor  Cargill  Inc. 
and  defense  contractor  Her- 
cules Inc.  have  joined  a 
handful  of  smaller  concerns 
as  customers  of  PFI.  The  company  now 
is  testing  workers  who  perform  a  range 
of  tasks,  from  machine  tooling  to  driving 
tour  buses  to  handling  poisonous  gases 
and  high-voltage  equipment.  The  private- 
ly held,  two-year-old  company  has  also 
raised  roughly  $2  million  from  some 
blue-ribbon  financial  backers,  including 
San  Francisco  billionaire  Gordon  Getty, 
Chicago's  Pritzker  family,  and  Itel  Corp. 
Chairman  Samuel  Zell.  How  come?  Sim- 
ple. The  idea  seems  to  be  working.  Re- 
sults from  companies  who've  been  using 
the  P'actor  1000  system  are  impressive 
(table) — and  sometimes  surprising. 

Companies  annually  pay  PFI  about 
$200  per  employee  to  install  software 
and  a  small  console  hooked  up  to  a  per- 
sonal computer.  When  employees  report 
to  work,  they  go  to  the  computer  then 


type  in  an  id  code.  Next,  they  use  a  knob 
to  center  a  diamond-shaped  image  sway- 
ing between  two  posts  on  the  screen. 
Experience  shows  Factor  1000  demands 
considerable  concentration  and  practice: 
This  reporter  (cold  sober)  failed  miser- 
ably in  four  attempts. 

When  Factor  1000  is  in  actual  use, 
companies  have  employees  perform  the 
test  many  times  to  establish  a  base  aver- 
age. Then,  they're  measured  against 
their  average,  which  is  stored  in  the 


AT  TOOL-AND-DIE  MAKER  PAUMIER, 
WORKERS  TAKE  THE  FACTOR  lOOO  TEST 


ACCIDENTS 


ERRORS 


computer.  What  to  do 
with  an  employee  who 
keeps  failing?  Adminis- 
ter a  drug  test?  Fire 
the  person?  That  is  the 
toughest  issue,  employ- 
ers acknowledge.  What 
Factor  1000  provides 
them,  however,  is  a  pre- 
cise, performance-relat- 
ed basis  for  action. 

If  a  worker  fails,  some  companies  re- 
fer the  individual  to  a  supervisor,  others 
to  an  employee-assistance  program.  Re- 
peated test  failures  could  lead  to  disci- 
plinary action  or  outright  dismissal, 
though  PFI  says  it  doesn't  know  of  any 
such  cases  yet.  In  any  event,  an  im- 
paired worker  can  be  kept  away  from 
dangerous  tasks. 


R.F.  White,  an  Upland  (Calif .j 
petroleum  distributor,  has 
been  using  the  Factor  1000 
system  for  a  year  and  report- 
ed these  results: 


WORKERS'  COMPENSATION 
ClAIMS  -64% 

DATA 
COMPANY  REPORTS 


Intriguingly,  most  failures  so 
don't  appear  to  involve  drug  or  aico 
use,  says  Marc  Silverman,  PFl's  pr 
dent  and  co-founder.  He  adds:  "Sev 
fatigue  or  illness  can  be  more  dangen 
than  a  disgusting  drunk  [person] 
cause  it's  not  visible."  Companies  rep 
that  it's  common  for  some  employ 
who  fail  to  admit  that  they  are  so 
tracted  with  personal  problems  thej 
not  fit  to  perform  a  sensitive  job  oi 
given  day. 

That's  consistent  with  other  evide 
that  suggests  mandatory  drug  test 
isn't  helping  to  deter  accidents:  A  rec 
Federal  Railroad  Administration  rep< 
for  example,  found  only  3.2'a  of  work 
involved  in  railroad  accidents  tested  p 
tively  for  drugs.  Cliff  Palefsky,  an  < 
ployment  attorney  who  urged  Silvern 
to  form  PFI,  argues  that  the  PFI 
proach  could  help  prevent  those  a 
dents.  Results  of  urine  te: 
he  observes,  "only  arrivf 
time  for  the  funerals." 
Lewis  Page,  general  man 
er  of  Paumier  Co.,  a  t 
and-die  company  based 
Canton,  Ohio,  that's  us 
Factor  1000,  says:  "If  pec 
are  performing  their 
properly,  I  don't  care  w 
they're  doing  at  home." 
SWAMPED.  Curiously, 
software  itself  is  noth 
new.  PFI  licenses  it  fror 
Hawthorne  (Calif.)  resea 
outfit  called  Systems  T( 
iiology  Inc.  that  develo; 
computer  programs  for 
.\ir  Force  in  the  late  19 
to  help  pick  pilots  capable 
flying  unstable  aircr 
The  so-called  "crit 
tracking  task"  was 
er  modified  for  resea 
on  drunk  driving, 
until  recently  it  wai 
sold  for  industrial  u; 

Silverman  claims 
has  been  swamped 
inquiries  from  busin* 
es,  ranging  from  ins 
ance  companies  look 
to  urge  Factor  1000 
clients  with  safety  pi 
lems  to  a  major  aj 
ance  company  consii 
ing  putting  consoles 
trucks  rigged  so  they  won't  start  un 
the  driver  can  pass  the  test.  It  se< 
inevitable  that  competitors  sooner  or 
er  will  give  PFI  a  run  for  its  money, 
for  now,  the  little  outfit  is  scramblinjtC' 
market  an  idea  that  seems  so  obvijs 
it's  hard  to  figure  why  nobody  thouht 
of  it  before. 

By  Joan  O'C.  Hamilton  in  Alam\la 


-67% 


-92% 
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EDITED  BY  HARRIS  COLLINGWOOD 


NATIONAL  CITYWOOS 
A  TROUBLED  RIVAL 


►  National  City,  seeliing  to  so- 
lidify its  position  as  a  banking 
power  in  the  Midwest,  has 
gone  public  with  an  $870  mil- 
lion stock  offer  for  Cleveland 
banking  rival  Ameritrust.  Na- 
tional City  Chairman  Edward 
Brandon  said  he  first  ap- 
proached troubled  Ameritrust 
last  September,  then  renewed 
the  offer  May  2. 

Ameritrust,  under  interim 
leadership  since  its  CEO  re- 
signed last  summer  after  a 
sharp  rise  in  the  number  of 
bad  loans  on  its  books,  has 
said  only  that  it  will  study  the 
offer  and  other  alternatives, 
including  staying  indepen- 
dent. Brandon  left  open  the 
option  of  making  a  hostile  of- 
fer. The  deal  would  give  Na- 
tional City  assets  of  $35  bil- 
lion and  turn  it  into  the 
nation's  17th-largest  bank.  It 
would  also,  say  analysts,  help 
relieve  the  region's  banking 
overcapacity. 


WARTIME  IS  NO  TIME 
TO  SELL  TOYS 


►  Even  when  you're  the  in- 
dustry's top  dog,  the  toy  busi- 
ness is  not  always  fun.  Pow- 
erhouse toy  retailer  Toys  'R' 
Us  reported  disappointing 
earnings  for  the  quarter  end- 
ing May  4.  Net  income  fell 
32?',  to  $22.3  million,  and 
while  overall  sales  rose  97f,  to 
$1.03  billion,  sales  at  stores 
open  a  year  or  more  in  the 
U.S.  were  down  4.77'-.  The 
quarter  right  after  the  Christ- 
mas season  is  never  a  strong 
one  in  the  toy  business,  but 
this  year's  was  rougher  than 
most,  primarily  because  of 
the  gulf  war. 


NORDSTROM:  NOT  JUST 
A  FAMILY  AFFAIR 


►  After  a  decade  of  rapid 
growth,  the  ruHng  family  at 
retailer  Nordstrom  has  decid- 
j  ed  the  company  needs  more 
depth  and  diversity  in  its  top 


management.  At  its  annual 
meeting  on  May  20,  Nord- 
strom announced  the  appoint- 
ment of  four  people  to  the 
newly  created  office  of  the 
president.  None  of  the  new 
co-presidents  is  a  member  of 
the  Nordstrom  family,  which 
owns  roughly  407  of  the  com- 
pany's stock.  One  new  co- 
president,  Galen  Jefferson,  is 
the  first  woman  to  be  appoint- 
ed to  Nordstrom's  executive 
management  team. 

To  make  things  even  more 
confusing,  the  four  co-presi- 
dents will  report  to  four  peo- 
ple who  currently  share  the 
office  of  the  co-chairman.  All 
four  co-chairmen  are  mem- 
bers of  the  Nordstrom  familv- 


ORION  STILL  DANCES 
WITH  BANKRUPTCY 


►  No  number  of  hit  films 
seems  enough  to  pull  debt- 
plagued  Orion  Pictures  out  of 
its  doldrums.  Despite  two  re- 
cent blockbusters,  Dances 
with  Wolves  and  Silence  of 
the  Lambs,  the  New  York- 
based  film  company  acknowl- 
edges that  it  is  one  step  away 
from  a  bankruptcy  filing.  Af- 
ter failing  to  sell  the  company 
or  find  new  investors,  Orion 
now  is  asking  holders  of  $285 
million  in  subordinated  debt 
to  swap  their  paper  for  stock 
and  zero-coupon  paper. 

Billionaire  media  mogul 
John  Kluge,  who  holds  a  687 
stake  in  Orion,  says  he  will 
vote  his  shares  in  support  of 
the  plan.  The  restructuring 


NEW  WRINKLES  IN  PANTYHOSE 


When  it  comes  to  food,  music, 
painting,  or  conducting  business, 
the  Japanese  have  their  own 
way  of  doing  things.  Even  their 
pantyhose  are  unique. 

Kanebo,  a  leading  textile  mak- 
er, sells  stockings  soaked  in  in- 
sect repellent.  The  market,  pre- 
sumably, is  outdoorsy  women. 
Over  400,000  pairs,  at  $2.60  and 
$4.80,  have  been  snapped  up 
since  October.  Health-conscious 
hoofers  can  buy  leggings  impregnated  with  vitamin  C  or  algj. 
Or  for  something  more  fragrant  and  frivolous,  how  abit 
Esprit  de  Fleurs:  nylons  with  a  choice  of  fragrances  such.s 
Tea  Rose,  Fresh  Lime,  and  Night  Lavender. 

Still,  there's  a  limit  to  the  Japanese  appetite  for  hosiiy 
innovation.  Wacoal,  a  Kanebo  rival,  three  years  ago  offed 
made-to-order  pearl-studded  stockings  for  pampered  Japan  e 
brides  but  sold  fewer  than  10  pairs.  At  a  price  over  $7,0, 
even  million-dollar  legs  walked  away. 


would  trim  the  company's 
debt  service  by  $400  million. 
Orion  lost  $62.9  million  in  the 
latest  fiscal  year  on  revenues 
of  $584  million. 


APPLE  TAKES  A  BITE 
OUT  OF  ITS  CORPS 


►  Apple  Computer  says  it  will 
lay  off  107  of  its  work  force, 
or  more  than  1,500  employees, 
to  offset  deteriorating  profit 
margins.  Apple  successfully 
introduced  new  low-priced 
personal  computers  to  rebuild 
declining  market  share  last 
fall,  and  unit  sales  skyrocket- 
ed 85%  in  the  March  quarter. 
But  margins  declined  rapidly 
because  the  company  sold 


"  EVGRLASTING  LlFE?...Na  m  I  L>0  BELIEVE  IN  -^WetJBA  PLAYOFFS/  " 


fewer  of  its  more  expi- 
sive,  higher-margin  comj:^ 
ers  than  it  expected.  Chief  a 
ecutive  John  Sculley  attriht- 
ed  sluggish  high-end  sales© 
a  slowdown  in  the  domesic 
PC  industry,  as  well  as  tcj 
strengthening  dollar  that 
into  Apple's  recent  inter' 
tional  sales  boom. 

The  layoffs,  the  largestn 
Apple's  history,  could  cost  « 
company  $75  million  but  \11 
eventually  save  up  to  %% 
million  a  year. 


IS  L.A.  GEAR 
UP  FOR  GRABS? 


►  L.  A.  Gear  was  once  one  f 
Wall  Street's  highest  flits. 
Now,  ankle-deep  in  uns<d 
sneakers,  the  Los  Angelj- 
based  company  has  seen  je 
stock  fall  from  50  to  12  in  lie 
past  12  months. 

Things  have  reached  suclft 
pass  that  controlling  shas- 
holder  Robert  Greenberg  b 
looking  for  help.  He  is  see- 
ing an  outsider  to  make  wlut 
the  company  calls  "a  substt- 
tial  minority  investment"  n 
L.  A.   Gear.   Greenberg  \\ 
also  hired  Merrill  Lynch  to 
plore  various  financial 
tions.  L.  A.  Gear  isn't  ruli 
out  the  possibility  of 
outright  sale  of  the  entfe 
company.  |!l 
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To  Buyers  Laboratory, 
he  IBM  PsrsonaliWheelwriter  2 


Sometimes,  looks  are  deceiving.  Things  that  are 
^  outstanding  don't  always  show  it.  Take  the  IBM  " 
onal  Wheelwriter  2  Typewriter.  At  first  glance,  you 
It  not  suspect  why  Buyers  Laboratory,  Inc.,  an  inde- 
lent  office  products  testing  organization,  named  it 
^ear's  Most  Outstanding  Compact  Electronic 
^writer.  Or  that  it  was  as  economical,  durable,  reli- 
and  pleasurable  to  type  on  as  BLI  said. 


The  Personal  Wheelwriter  2's  place  atop  the 
pecking  order  isn't  evident  until  it's  turned  on.  It's 
only  then  that  it  struts  its  stuff.  Call  1-800-IBM-2468 
for  the  name  of  the 

d  1    ^  ir    IBM  '^^^'^'^^"^^^"'^^'"w,^ 
nearest  you. 


)ewriters 


Lexm^vrk 

An  IBM  aUiance  company 


IBM  IS  a  registered  trademark  of  International  Business  Machines  Corporation  and  used  under  license.  Lexmark  is  a  trademark  of  Lexmark  International.  Inc. 
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¥IL  RIGHTS:  THE  OEMS  GIVE  AN  INCK 
IE  GOP  WANTS  NINE  YARDS 


^  n  the  surface,  it  would  seem  that  congressional  Demo- 
■  crats  and  the  Administration  are  heading  toward  a 
^typically  Bushian  compromise  on  civil  rights.  On  May 
)emocratic  leaders  unveiled  a  watered-down  bill  designed 
eet  two  key  Republican  objections  to  the  antidiscrimina- 
measure:  It  puts  a  $150,000  cap  on  punitive  damages  for 

victims  of  job  discrimination,  and  it  prohibits  the  use  of 
1  quotas  in  hiring.  In  fact,  the  new  bill  is  awfully  close  to 
ident  Bush's  own  legislation, 
it  appearances  are  deceiving.  The 
,e  House  order  of  the  day  is  confronta- 

not  conciliation.  While  the  Democrats' 
lat  may  pick  up  some  undecided  law- 
irs,  GOP  strategists,  emboldened  by  the 
3SS  of  candidates  who  attacked  quotas 
.6  1990  elections,  think  the  issue  could 
them  recapture  the  Senate  in  1992. 
.e  chance  to  capitalize  on  the  politics  of 

explains  why  the  Administration  has 

hardening  its  civil  rights  position  even 
le  Democrats  have  been  chasing  a  deal, 
're  not  about  to  get  sucked  into  anoth- 

000  hours  of  negotiations,"  says  a  se- 
White  House  official.  "If  they  want  a 
they  can  send  us  our  bill." 
le  Administration  has  reason  to  be 
y.  Business,  once  divided,  now  is  dead 
igainst  a  compromise.  Under  pressure 

1  White  House  Counsel  C.  Boyden  Gray,  the  Business 
fidtable,  comprising  200  of  the  largest  corporations,  has 
idoned  its  search  for  common  ground  with  civil  rights 
5rs.  Now  the  Fair  Employment  Coalition,  an  alliance  of 
ness  groups,  has  adopted  a  take-no-prisoners  strategy. 
Lst  week,  a  dozen  fence-sitting  House  members  returned 
e  to  face  radio  and  newspaper  ads,  paid  for  by  the  coali- 

blasting  the  Democrats'  "quota  bill."  And  minutes  after 
Democrats  offered  their  compromise,  House  Minority 
p  Newt  Gingrich  (R-Ga.),  the  GOP's  chief  flamethrower, 


declared  the  measure  "a  desperate  effort  to  design  something 
that  is  no  more  than  a  fig  leaf." 

Gingrich  isn't  completely  off  base.  The  Democrats'  new  bill 
has  problems.  It  tries  to  defuse  the  quota  issue  by  stating  that 
businesses  won't  be  "encouraged,  required,  or  permitted"  to 
hire  by  the  numbers.  But  there's  no  penalty  for  employers 
that  resort  to  quotas,  making  the  ban  meaningless. 
In  addition,  the  quota  ban  could  interfere  with  government 
efforts  to  monitor  affirmative-action  pro- 
grams, under  which  the  Labor  Dept.  re- 
quires government  contractors  to  use  nu- 
merical goals  and  timetables.  Democrats 
would  also  outlaw  the  adjustment  of  test 
scores  to  give  minority  job  applicants  a  leg 
up.  But  that  means  the  bill  would,  in  effect, 
forbid  the  procedures  used  by  most  state 
employment  services  to  place  minority 
workers. 

LOYALTY.  Democratic  leaders  have  post- 
poned a  floor  vote  until  some  of  these  is- 
sues can  be  resolved.  House  Speaker  Thom- 
as S.  Foley  (D-Wash.)  predicts  the  new  bill 
will  get  at  least  the  273  votes  garnered  by 
the  vetoed  1990  bill.  But  he  needs  a  dozen 
more  votes  to  veto-proof  the  measure.  Par- 
ty leaders  need  6'7  votes  in  the  Senate, 
where  Southern  Democrats  face  tough  re- 
election battles.  Predicts  Senate  Minority 
Leader  Bob  Dole  (R-Kan.):  "A  veto  will  be  sustained  easily. 
We're  going  to  pick  up  some  Democrats  this  time  around." 

The  Democrats  have  backed  down  enough  to  win  decisive 
margins  in  both  houses.  Holding  a  two-thirds  majority  in  the 
face  of  a  full-court  White  House  press  to  make  a  veto  stick 
will  be  tougher.  But  with  Democrats  determined  to  show 
loyalty  to  their  civil  rights  constituency,  and  with  the  White 
House  looking  for  a  hot-button  election  issue,  neither  rational 
debate  nor  compromise  appears  in  the  cards. 

By  Paula  Dwyer  and  Douglas  Harbrecht,  with  Tiyn  Smart 


ITAL  WRAPUPI 


ECUTIVE  PAY 


'ongress  is  thinking  of  restricting 
Ithe  freedom  of  corporate  boards  to 

the  compensation  of  officers  and 
ectors  without  interference  from 
ireholders.  The  Securities  &  Ex- 
inge  Commission  has  generally 
Ted  shareholder  resolutions  on  pay, 
ing  they  would  put  the  stockholders 
the  position  of  managing  the  "ordi- 
ry  business"  of  the  company,  a  job 
it  belongs  to  management  and  direc- 
■s.  Staffers  say  Senator  Carl  M.  Lev- 
ID-Mich.)  was  angered  after  learning 

the  SEC  prohibition  in  BUSINESS 
;ek's  May  8  Cover  Story  on  execu- 
e  pay  and  decided  to  act. 


Trouble  is  that  Levin's  reforms  don't 
do  much  to  change  the  situation.  He 
would  allow  only  advisory  resolutions 
on  compensation,  meaning  that  officers 
and  directors  would  be  legally  free  to 
ignore  the  vote.  And  the  shareholder 
proposals  could  not  get  into  specifics, 
such  as  imposing  a  $1  million  annual 
cap  on  executive  pay.  Resolutions 
could,  however,  set  general  guidelines, 
for  example  by  urging  that  salaries  not 
rise  in  years  when  profits  fall.  Al- 
though Levin's  proposal  faces  a  long 
road  through  Congress,  the  SEC  is 
thinking  of  taking  some  modest  steps 
on  its  own.  One  possibility:  letting 
shareholders  vote  on  directors'  com- 
pensation but  not  executives'  pay. 


CAMPAIGN  FINANCE 


The  Senate  is  always  boldest  when  it 
knows  that  the  bill  it's  working  on 
won't  become  law.  That  was  the  case 
on  May  21,  when  senators  voted  to  bar 
speaking  fees  and  cap  most  other  out- 
side income,  including  investment  earn- 
ings. The  provisions  are  part  of  a  cam- 
paign-finance bill  that  would  ban 
contributions  by  political-action  com- 
mittees and  limit  campaign  spending  in 
exchange  for  reduced  TV  ad  rates.  For- 
tunately for  the  senators,  who  don't 
really  want  to  enact  such  a  draconian 
measure,  the  bill  faces  dim  prospects  in 
the  House — and  an  almost-certain  veto 
should  it  emerge  from  Congress. 
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Our  Sppmprinter  earned 
the  Okidata  CK  by  offering  you 
something  the  LaserJet  III  aoesnl 


The  OL800: 8ppm  page  printer  S1499 


The  OL820:  W/built-in  font  scaling  S1999 


TheOL840:W/R)stScriptS2999 


The  OL800:W/200  sheet  2nd  paper  tray        The  OL820:W/200  sheet  2nd  paper  tray  The  OL840:W/200  sheet  2nd  paper  tray 


The  OL800:W/multi-user  port  (3  add'l  users)*     The  OL820:W/multi-user  port  (3  add'l  users)' 


The  OL840:  AppieTalk  Network  Ready 


Freedom  of  choice. 


\our  best  choic  e  in  an  X  ppm  page  printer  is  the  one  that  gi\es 
vou  the  most  to  choose  from:  the  Okidata  OL800  Series. 

With  Okidata.you're  free  to  choose  the  features  vou  need,  free 
to  save  money  by  ehminating  features  you  ilmit  need,  and  e\en 
free  to  change  your  mind  later. 

The  OL8flO:  No  Frills,  But  .Ml  The  Options, 


For  only  S1499"  list,  the  Okidata  OL800  gives  you  a  full-fea- 
tured 8  ppm  printer:  26  fonts,4  tv  pefaces,  HP  Series'  11  compati- 
bility, both  serial  and  parallel  interfaces,  and  the  industrv's  only 
5-year  warranry-on  Okidata's  unique  LED  printhead. 

As  your  needs  grow,  you  can  easily  add  options  that  are  im 
option  with  the  LaserJet'' Ill-a  second  paper  tray  for  more  flex- 
ible paper  handling, or  a  netviork  port  that  automaticalK  accepts 
output  from  three  additional  PCs  in  a  workgroup.  Vou  can  even 
upgrade  your  OL800  to  match  either  of  our  high-performance 
printers  described  below. 

The  OL820:  FasterThan  A  LaserJet  III. 

Besides  having  more  resident  scalable  fonts  than  the  Laser- 


Jet ill  (13  versus  8), the  OL820  also  has  more  brains.Thanks  to  a 
unique  hardware  chip  designed  by  Okidata  engineers,  it 
instantK  sokes  complex  font  scaling,  type  rotation  and  gray- 
scaling  problems  "on  the  fly  "-problems  the  LaserJet  has  to  go 
back  to  its  software  to  work  out. 

So  the  Okidata  OL8Z0  can  deliver  up  to  three  pages 
of  sophisticated  text  while  the  LaserJet  111  is  still  thinking 
about  printing  its  first  page.  In  fact,  when  InfoWbrld  magazine 
re\  iewed  the  Okidata  OL820  thev  called  it  "the  fastest  oHice 
printer  we've  tested." 

Second  paper  tray  and  4-station  workgroup  options  are  avail- 
able for  your  Okidata  OL820  as  well. 

TheOL840:Post,Script 
From  PCTo.MacAnd  Back. 

If  Adobe  FbstScript*  printing  is  on  your  menu,  the  Okidata 
OL840  offers  it  for  87(10  less  than  a  comparablv  equipped 
HP  Yet  that  low  list  price  includes  35  genuine  Adobe  Post- 
Script fonts,  plus  26  bitmapped  fonts  (4  typefaces);  2  mega- 
bytes of  installed  RAM;  plus  serial,  parallel,  and  AppieTalk 


Network*  interfaces.  You  can  connect  the  OL840  to  both  PC 
and  Macintosh*  workstations  at  the  same  time,  and  switch 
between  systems  instantK. 

And  the  OL84fl  still  leaves  vou  with  plent\  of  options-you 
can  add  a  second  paper  tray,  2  MEG  of  extra  memory  and 
choose  from  a  w  ide  selection  of  additional  PostScript  t\  pe  fonts 
on  eas\-to-install  ROM  cards. 

FinalK;  e\erv  Okidata  0L8()(I  Series  printer  has  earned  the 
Okidata  OK!-vour  personal 
promise  from  us  that  it  will  deliver 
not  just  good  value,  but  excep- 
tional value.. .will  provide  not  just 
adequate  performance,  but  out- 
standing performance. 

If  you're  looking  for  an  8  ppm 
page  printer,  vour  best  choice  is 
the  one  that  gives  vou  freedom 
ofchoicc-the  Okidara  OL800 
Series.  For  additional  information 
call  1  (800)  OKI-D,iiTA. 


OKIDAB  OK! 


We  dont  just  design  it  to  work.  We  design  it  to  work  wonders: 


■tsuggcitctJ lerjilpiicc  Dejier  pii« mjv  vjfv  HPSctics, LjwrJci,  ^dobt  Post Vripi,  AppieTalk  Nework. M«in(Oih  jrc ludcmaiksollheir  ftspcciivccoffwrations  Okidauisjiegisieteditademiik of Oki America 
Oki(tk'isj[ijdi:miiknfOk.F,lf-iri(  Irduitfs  LTl)  \W  di)r i  jum  Jciign  ii  tu *(,tk  Uc  desiEii  ii  lo work wondm  » j  tfjdcmjfk orOki  \maic-J  Inc  InloWodd  WIW 
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iternational  Outloo 


EDITED  BY  JOHN  PEARSON 


ITH  THE  GANDHIS  GONE, 
\H  INDIA'S  CENTER  HOLD? 


dia's  sprawling  democracy  has  been 

irbulent  yet  remarkably  resilient.  But 

le  shocks  to  its  politics  and  society  are 

Tiing  more  brutal.  The  assassination  of 

er  Prime  Minister  Rajiv  Gandhi  on 
21  is  the  culmination  of  a  wave  of 

ion  violence,  ethnic  and  religious  clash- 

nd  separatist  outbursts. 

e  bombing  left  Gandhi's  Congress  Par- 
he  front-runner  in  India's  three-stage 

ions,  without  a  clear  leader.  That's  af- 

lore  than  a  ha'f-century  of  domination 

le  Gandhi  family  dynasty.  Hopes  that 

ihi  would  renew  his  mid-1980s  drive  to 

ackle  India's  statist  economy  have 
dashed,  for  now  at  least.  And  an  up- 

e  of  Hindu  fundamentalism  is  stirring 

)sive  conflicts  between  majority  Hin- 

md  minority  Moslems.  "This  could  lead 

lore  tensions  with  Pakistan,"  India's 

ant  Islamic  neighbor,  warns  Selig  Har- 

.  of  Washington's  Carnegie  Endow- 

;  for  International  Peace.  The  combat- 
Bharatiya  Janata  Party,  a  Hindu 

inalist  party,  is  expected  to  emerge 
the  election  as  India's  second-largest. 

.lis  for  seizing  Kashmir,  the  disputed  territory  that  has 

:ered  two  of  India's  three  wars  with  Pakistan. 

s  still  possible  that  a  big  sympathy  vote  could  give  the 

;rate  Congress  Party  a  majority  in  Parliament.  But  that 

require  finding  a  credible  successor  to  Gandhi  from 

ig  its  mostly  colorless  senior  politicians.  The  vast  election, 

ed  on  May  20,  will  resume  on  two  polling  days  in  mid- 
after  a  three-week  postponement.  Meanwhile,  to  maintain 

jress'  dynastic  link,  the  party  elected  Gandhi's  Italian-born 

w,  Sonia,  as  its  leader. 

)  matter  who  wins,  the  next  government  will  have  to  start 
alizing  India's  bureaucracy-choked,   heavily  subsidized 


MOURNERS  IN  NEW  DELHI:  FOR  NOW, 
ECONOMIC  REFORMS  ARE  ON  HOLD 


economy.  The  worldwide  shift  toward  free 
markets  has  had  little  impact  so  far  on  the 
socialist  thinking  of  most  Indian  politicians. 
But  pressure  for  change  is  building.  The 
International  Monetary  Fund  is  certain  to 
demand  reforms  in  return  for  a  $3  billion 
loan  India  needs  to  bolster  its  finances. 
FREE  MARKET?  Gandhi  briefly  tried  to  open 
India's  economy  after  taking  over  as  Prime 
Minister  in  1984.  He  later  backed  away 
from  this  shift  toward  a  freer  market  after 
corruption  scandals  weakened  his  govern- 
ment. But  the  opening  attracted  a  spate  of 
investments  by  U.  S.  companies  from  Pep- 
siCo Inc.  to  Texas  Instruments  Inc.,  and 
some  interest  by  foreign  investors  contin- 
ues. Hewlett-Packard  Co.,  for  one,  has  just 
expanded  its  stake  in  India  by  investing  $20 
million  in  HCL,  formerly  Hindustan  Comput- 
ers Ltd.  Indeed,  some  observers  are  con- 
vinced that  both  political  and  economic 
forces  will  push  India  toward  free-market 
reforms.  Along  with  its  Hindu-revival  agen- 
da, Bharatiya  Janata  favors  economic  de- 
regulation and  foreign  investment  in  high- 
tech and  export  industries. 
Ties  with  the  U.  S.  will  be  set  back,  at  least  temporarily,  by 
Gandhi's  assassination.  He  was  well-known  in  the  West  and 
was  on  a  first-name  basis  with  George  Bush.  U.  S.  officials  are 
pondering  whether  they  missed  their  grand  chance  to  help 
stabilize  the  subcontinent  by  not  pushing  harder  for  a  five- 
power  agreement  by  India,  Pakistan,  the  U.  S.,  China,  and  the 
Soviet  Union  to  curb  nuclear  and  missile  proliferation.  The 
gulf  war  and  other  obstacles  had  put  the  scheme  on  a  back 
burner.  Now,  the  risk  of  conflict  between  India  and  Pakistan 
looks  like  the  old,  not  the  new,  world  order. 

By  Dinah  Lee  in  Hong  Kong,  Bill  Javetski  in  Washington,  and 
Richard  A.  Melcher  in  London 


BAL  WRAPUPI 


ITAIN 


Hick  policy  documents.  Rising  per- 
'sonal  invective.  It  sure  looks  as  if 
iticians  are  getting  down  to  the  seri- 
1  business  of  an  election  campaign, 
hough  Prime  Minister  John  Major 
1  delay  a  vote  until  July,  1992,  odds 
shortening  for  an  October  election, 
ne  economists  expect  the  recession 
cm  to  start  lifting  by  that  time.  Ear- 
skirmishes  point  to  two  key  election 
Jies:  taxes  and  strengthening  public 
vices  such  as  education  and  health, 
■"or  the  first  time  since  he  replaced 
rgaret  Thatcher,  Major  and  his  Con- 
vative  Party  are  trailing  the  Labor 
rty.  He  continues  to  be  dogged  by 


Thatcher  policies  such  as  health  service 
reforms,  which  helped  Labor  win  a  for- 
mer Tory  seat  in  a  May  16  by-election. 
Responding  to  Labor  suggestions  that 
the  Tories  intend  to  privatize  the 
health  service.  Major  accused  the  oppo- 
sition of  "lying."  But  a  leading  Tory 
concedes  that  Labor  has  been  "very 
effective  in  attacking  our  weak  flank." 
And  the  economy  offers  little  cheer: 
Inflation  dropped  sharply  to  6.4%  in 
April,  but  the  jobless  rate  is  7.6%  and 
climbing,  while  business  investment 
has  dropped  20'%  over  the  past  year. 

Labor's  new  policy  package  pledges 
stepped-up  spending  of  $40  billion  over 
five  years  on  health,  education,  and 
training.  Major  echoed  Labor  in  his 


May  20  response  by  promising  to  over- 
haul Britain's  class-ridden  education 
system.  He  would  increase  the  ratio  of 
students  going  on  to  higher  education 
to  33%'  within  10  years,  up  from  20% 
now,  partly  by  revising  the  rigid  test- 
ing system,  and  would  boost  the  status 
of  vocational  training. 

Major  also  plans  to  hit  hard  at  La- 
bor's plan  to  lift  the  top  marginal  tax 
rate  to  59%,  up  from  407'  at  present. 
And  the  Tories  have  one  surprisingly 
strong  suit,  especially  if  the  economy 
perks  up:  Despite  the  prolonged  reces- 
sion, pollster  Market  &  Opinion  Re- 
search International  finds  that  Britons 
still  consider  the  Tories  better  custodi- 
ans of  the  economy  than  Labor. 


lATIONAL  OUTLOOK 
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THE  BATTLE 
FOR  EUROPE 


JAPAN  MUSCLES  IN  ON  THE  WEST— AND  A  SHAKEOUT  BEGINS 


f: 


Irance's  new  Prime  Minister  has  a 
single  big  item  at,  the  top  of  her 
agenda,  and  she's  not  shy  about 
discussing  it.  Leaning  back  in  her  Paris 
office,  Edith  Cresson  gathers  herself 
for  a  forceful  thrust.  "The  Japanese 
have  a  strategy  of  world  conquest,"  she 
says.  "They  have  finished  their  job  in 
the  U.  S.  Now  they're  about  to  devour 
Europe." 

With  such  tough  talk,  Cresson  is  voic- 
ing a  growing  anxiety  across  Europe. 
Industrialists  and  politicians  of  every 
stripe  see  the  Japanese  coming  their 
way,  and  many  are  worried.  Hardly  a 
week  passes  without  an  announcement 
of  a  major  Japanese  deal.  Fujitsu  last 
November  snapped  up  ICL,  Britain's 
last  full-fledged  computer  maker.  NEC  is 
negotiating  to  buy  a  small  stake  in 
Groupe  Bull,  the  tarnished  symbol  of 
France's  ambitions  in  computers.  And 
Mitsubishi  Motors  Corp.  has  struck  a 
deal  to  team  up  with  Volvo  in  Holland. 

From  metal  fasteners  to  memory 
chips,  the  Japanese  are  suddenly  every- 
where. Europe's  fearsome  fortress  is 
beginning  to  look  like  Swiss  cheese. 
Japanese  investors  are  pouring  in  their 
dollars  and  yen,  totaling  $54  billion  as 
of  April,  leaping  over  Europe's  hurdles, 
and  establishing  manufacturing  foot- 
holds from  Manchester  to  Milan.  For 
Europeans  smug  in  the  belief  they 
could  avoid  making  "American  mis- 
takes" in  dealing  with  Japan,  it's  a  big 
shock.  Europe  is  looking  a  lot  more  like 
America  in  the  early  1980s,  when  U.  S. 
consumer-electronics,  auto,  steel,  and 
machine-tool  industries  were  hit  hard. 
REDDEST  CARPET.  Cresson  could  galva- 
nize Europeans  who  fear  Japan's  chal- 
lenge. "We  cannot  close  our  eyes  to  the 
Japanese  as  the  Americans  did,"  she 
says.  Europe's  concerns  are  the  under- 
lying reason  for  the  official  trip  to  To- 
kyo on  May  22  to  May  2.5  by  European 
Commission  President  Jacques  Delors. 
Before  his  arrival,  the  news  hit  that 
Europe's  trade  deficit  with  Japan 
soared  63%  in  the  first  quarter,  to  $9.9 
billion,  and  in  April  topped  the  U.  S. 


deficit  with  Japan.  To  ease  the  pain, 
Japanese  officials  rolled  out  their  red- 
dest carpet:  Delors  and  his  wife  lunched 
with  the  Emperor  and  Empress,  a  privi- 
lege usually  reserved  for  heads  of 
state. 

Delors'  high-level  treatment  shows 
just  how  much  is  at  stake  in  the  world's 
largest  market.  Western  Europeans  are 
already  the  biggest  buyers  of  cars  and 
consumer  electron- 
ics.   Soon  Europe 
will  be  the  No.  1  out- 
let for  computers 
and  other  key  prod- 


ucts as  well.  With  boundaries  being 
wiped  from  the  map  as  12  nations 
prepare  for  a  vast  single  market  by 
the  end  of  next  year,  the  Old  World  is 
about  to  become  an  even  juicier  plum. 

A  steadily  growing  giant  whose  na- 
tive companies  often  lack  global  fight- 
ing power,  the  new  Europe  is  a  tempt- 
ing market  for  Japanese  and  American 
companies.  And  as  the  world's  last  such 
industrial  market  up  for  grabs,  Europe 
is  likely  to  become  the  fulcrum  of  the 
world's  economic  power  balance  for  the 
new  century.  It's  a  booming  base  from 
which  multinationals  will  consolidate 
the  financial  strength  and  the  econo- 
mies of  scale  essential  to  compete 
around  the  world.  As  a  result,  a  three- 


way  fight  is  now  shaping  up  am- 
Americans,  Japanese,  and  the  Eurc^  j-, 
ans  themselves  to  determine  who  ili  I-; 
reap  these  benefits.  I 
For  American  companies,  many  lit- 
tered by  the  Japanese  at  home,  iie 
fight  for  Europe  may  be  a  final,  \p- 
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ke-all  showdown  against  the  Japa- 
That  comes  as  a  nasty  jolt:  Since 
)50s,  Europe  has  been  the  bastion 
Tierican  industrial  might  abroad 
1  recent  years  has  become  a  cozy 
I  for  profits  for  many  American 
;hips.  IBM,  Ford,  and  GM  have  been 
I  in  more  money  in  Europe  than  in 
.S. 

w,  the  easy  life  is  over.  "Europe 
)ut  together  a  fantastic  market, 
low  look  who's  marching  through 


the  door,"  mutters  Mark  R.  McCabe, 
chief  executive  of  General  Motors 
Corp.'s   European  components  opera- 
tion. For  industry  after  industry,  includ- 
ing semiconductors,  "whoever  wins  in 
Europe  will  win  the  war,"  predicts  Mar- 
co  Landi,   European   marketing  vice- 
president  of  Texas  Instruments  Inc. 
American  companies  are  rushing  to 
get  in  shape  for  this  last-stand 
fight.  They're  scrambling  to  cut 
costs,  tie  down  customers,  and 
build  alliances.  Some  U.  S. 
companies    should  emerge 
stronger.  They  include 
GM  and  American  Tele- 
phone &  Telegraph 
Co.,  which  is  managing 
to  build  new  ties  with 
Europe's  phone-equip- 
ment buyers  and  break 
old  national  monopolies. 
But  IBM,  Ford,  Caterpil- 
lar, Eastman  Kodak,  Xe- 
rox, Goodyear,  and  oth- 
er American  icons  are 
likely  to  feel  pressure 
on  profits  and  market 
share. 

For  protected  Europe- 
ans facing  the  Japanese 
for  the  first  time,  the 
shock  will  be  greater. 
Some  of  Europe's  six  big 
automobile  makers — possi- 
bly Fiat  or  Renault — will 
almost  certainly  be  forced 
into  mergers.  As  for  com- 
puters, chips,  and  consumer 
electronics,  the  chances  ap- 
pear strong  that  many  Euro- 
peans will  be  squeezed  out  of 
the  market  entirely  (table, 
page  46). 
So  far,  Japan's  presence  is 
still  far  greater  in 
the  U.  S.  than  in 
Europe,  and  con- 
versely, American  di- 
rect investment  in  Eu- 
rope is  greater  than 
Japan's,  at  $150  billion  by 
1989.  But  in  response  to 
the  threat  of  Fortress  Eu- 
rope, the  Japanese  have 
accelerated  the  pace  at 
which  they  sink  their 
roots  into  the  continent. 
"In  the  first  part  of  the 
1980s,  we  concentrated 
our  major  resources  on 
North  America,"  says 
Seigo  Nishino,  chairman 
of  Mitsubishi  Electric  Eu- 
rope. "Now  we  have 
started  to  look  at  Eu- 
rope." Indeed,  Mitsubishi 
Electric,  after  buying 
British  computer  maker 
Apricot  last  year,  is  hik- 


TORY 


apart  s 


increasingly 
strong 


presence  is 


putting  a 
heavy  damper 


on  the 


Europhoria  of 


1992 


ing  its  investment  in  Europe  by  as 
much  as  307'  a  year. 

The  Europeans  have  been  trying  hard 
to  fight  back — with  quotas  on  autos, 
with  dumping  charges  on  VCRs,  and 
with  large,  government-funded  re- 
search grants  aimed  at  bolstering  Euro- 
pean high-tech  industries. 
GOOD  CITIZENS.  Such  attempts  have  sim- 
ply spurred  the  Japanese  to  find  new 
avenues.  They  have  systematically 
forged  strategic  alliances  with  compa- 
nies short  of  cash  and  hungry  for  tech- 
nology. When  local  production  was  re- 
quired, they  launched  investments  in 
plants,  sometimes  from  scratch.  And 
most  recently  they  have  been  buying 
big  chunks  in  companies  outright,  from 
clothing  makers  such  as  Laura  Ashley 
and  Hugo  Boss  to  Germany's  construc- 
tion-gear maker  Hanomag.  They  have 
also  worked  at  becoming  good  "corpo- 
rate citizens,"  funding  soccer  teams, 
university  chairs,  and  museums  and  art 
galleries  across  Europe. 

Add  it  all  up,  throw  in  a  recession 
and  high  unemployment,  and  suddenly 
there's  a  danger  that  some  critical  Eu- 
ropean industries  will  be  hollowed  out. 
ICL  turned  over  key  mainframe  comput- 
er manufacturing  to  Fujitsu  in  the  early 
1980s,  leading  to  its  takeover  last  year. 
Similar  gears  may  be  grinding  at  other 
European  corporations.  Olivetti  depends 
on  Canon  and  Sanyo  for  office  equip- 
ment, Fiat  on  Hitachi  for  construction 
gear,  and  Bull  on  NEC  for  mainframes. 
While  some  industry  executives  argue 
that  such  alliances  are  keeping  the  Eu- 
ropeans afloat  in  critical  technologies, 
in  Prime  Minister  Cresson's  view,  it  all 
spells  trouble.  The  Japanese  aim  is  to 
"dominate"  key  industries,  she  says. 

Japan's  strong  presence  is  putting  a 
heavy  damper  on  the  Europhoria  of 
1992.  Suddenly,  the  policy 
decisions  that  swirl 
around  1992  are  about  Ja- 
pan and  not  much  else. 
France's  Cresson  is 
readying  proposals  for  EC 
industrial  aid  and  other 
Japan-fighting  moves. 
But  Britain — where  the 
Japanese  have  put  A0%  of 
their  EC  investments — 
will  oppose  the  French. 
German  officials,  confi- 
dent about  their  staying 
power  vs.  Japanese  ri- 
vals, are  against  protec- 
tionist measures. 
France's  protestations 
merely  prove  that  "the 
weakest  always  cry  the 
loudest,"  says  Jiirgen 
Bohle,  head  of  Asian-Pa- 
cific relations  at  the  Fed- 
eration of  German  Indus- 
try. All  these  national 
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Caterpillar  is  one 
U.S.  giant  likely  to 
feel  pressure  on 
sales  and  profits 


divisions  are  tiireatening  to  stall  the 
1992  marriage. 

The  lure  of  Japanese  investment  has 
deepened  this  European  schizophrenia 
toward  Japan.  Just  as  in  the  U.  S., 
where  Washington  is  often  at  odds  with 
U.  S.  states  over  Japanese  investment, 
Brussels  tries  to  craft  an  EC-wide  re- 
sponse to  Japan  in  the  face  of  national 
rivalries.  Individual  governments  trip 
over  each  other  to  woo  Japanese  inves- 
tors, promising  juicy  tax  subsidies  and 
outright  grants. 

Last  December,  for  example,  the  EC 
granted  Mitsubishi  Electric  Corp.  an  $8 
million  subsidy  to  build  a  $350  million 


DRAM  memory-chip  plant  near  Aachen, 
Germany,  at  the  request  of  Aachen  City 
Hall,  which  needed  jobs  in  that  de- 
pressed coal  region.  Never  mind  that 
the  Japanese  giant  had  been  previously 
accused  of  dumping  memory  chips  in 
Europe  or  that  Japan  already  has  70% 
of  the  market  for  the  chips  the  Aachen 
plant  will  produce. 

AMERICAN  CONNECTIONS.  As  gridlock 
threatens  a  common  policy  response, 
some  Europeans,  including  Prime  Min- 
ister Cresson,  are  preaching  alliances 
with  American  companies  to  resist  Ja- 
pan. Throwing  off  postwar  rivalries, 
they  are  eager  to  team  up  with  U.  S. 


companies,  with  wd 
they  feel  most  comirt- 
able  culturally,  "tit 
Americans  integr;e. 
they're    like  Europir,--^' 
companies,"  says  Wsf 
Dekker,  chairman  of  ht 
supervisory    board  %i 
Dutch  giant  Philips  IJfe.  ;ss 
tronics.  "But  the  Japaiaei-' 
desire  is  to  dominate.'  'l 
The  Americans,  too,T('  "> 
trying  to  deepen  theirilu  ' 
ropean  corporate  hoolcis.  f^' 
IBM,  for  example,  is  sc:iel^^■ 
that  Japanese  rivals  4.i 
buy  weak  European  <» 
tronics  companies 
springboard  into  the 
ket.  So  Big  Blue  is  b 
ing  a  defensive  netwoi 
partnerships  to  keep 
Europeans  indepenc 
Last  year  it  launched 
chip  research  with  Ge 
ny's  Siemens,  a  big  s\/fcle 
for  the  normally  sol: 
U.  S.  giant.  "We  war 
cooperate  with  Europeans  any  waj 
can,"  says  David  E.  McKinney,  c 
man  of  IBM  Europe.  Likewise,  Texalfc 
struments  Inc.  is  hoping  to  use  lor 
alliances  to  lock  up  a  piece  of  the  Ejro 
pean  chip  market  (box,  page  52). 

America's  good-guy  image  he>ec 
Digital  Equipment  Corp.  snatch  a  ler  ij, 
man  acquisition  from  Fujitsu  a  &y-i 
months  ago.  DEC's  $200  million  bicfo: 
computer  maker  Mannesmann  Ki(zl' 
was  below  Fujitsu's,  but  the  Gerlai  -li 
company  feared  it  would  disappeaiari-  -v 
der  a  Japanese  owner. 

But  European  and  American  copu  , 
nies  alike  have  extensive  webs  of  eki  i 
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AUTOS 


$  1  20  BILLION  • 

Nissan,  Toyota,  Honda 
are  building  manufac- 
turing bases  in  Britain. 
As  national  quotas  fall, 
they  hope  to  use  these 
plants  to  raise  overall 
Japanese  market  share 
from  current  1  2%  to  1  7% 
in  1998.  GM,  Ford  are 
spending  big  to  boost 
productivity,  while 
Europeans  seek  alliances 
to  compete.  Potential 
shakeout  victims:  Fiat, 
Renault 


COMMUNICATIONS 

$77  BILLION 

O  Networks   C)  Cellular 
As  national  barriers  fall 
in  1992,  Alcatel,  Erics- 
son, Siemens  are  likely 
to  face  pressure  from 
AT&T,  Northem  Tele- 
com, Motorola,  and 
each  other  in  network 
gear.  Japanese  firms 
NEC,  Panasonic, 
Mitsubishi  are  moving 
in  on  Motorola  and 
Nokia  in  the  booming 
$3  billion  mobile- 
phone  market 


COMPUTERS 

$44.3  BILLION  • 

American  companies  led 
by  IBM,  Compaq,  Digital, 
Hewlett-Packard  hold  big 
edge.  And  Fujitsu, 
Hitachi,  Toshiba  are 
moving  in  through 
acquisitions,  direct  sales, 
and  marketing  deals  with 
Europeans.  Weakened 
by  recession  and  lagging 
technologies,  Groupe 
Bull,  Philips,  Olivetti 
heighten  European 
worries  of  further 
Japanese  takeovers 


CONSUMER  rn 

ELECTRONICS  mi 

$40  BiLLIoPni, 

With  the  Japanie 
control  of  the 
and  VCR  mark( 
high-definition  /  ■  ' j 
mark  the  futures  i^j 
European  lead(5  - 
Thomson,  Gruric 
Nokia.  Boost  rry  - 
if  EC  sets  favorilf 
HDTV  standarc  i  ■ 
Sony,  Toshiba,  if 
Panasonic  havfiie: 
local  factories  (id  ' 
poised  for  gro\T 
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Sony's  Walkman 
monument  in  Vienna: 


Will  a  mobile-phone 
statue  be  next? 


ships  with  Japanese 
tners.  As  Toshiba 
p.  expands  its  chip 
•ations  in  Europe, 
■e's  a  good  chance  its 
,ner  will  be  none  other 
1  Motorola  Inc.  Over 
next  five  years,  IBM 
ops  sold  in  Europe  will 
ost  certainly  be  fitted 
1  color  liquid-crystal 
;ens   supplied  from 
s  own  manufacturing 
t  venture  with  Toshiba 
apan.  It's  hard  to  see 
erican-European  alli- 
js  accomplishing  what 
Eurocrats  in  Brussels 
lot. 

>  RED  TAPE.  In  some 
;es,  the  Japanese  have 
ten  the  '92  process 
:  before  it  officially 
'ts.  Europe's  unifica- 
1,  while  aimed  at 
ngthening  homegrown 
panies,  is  turning  out 
nake  the  12-nation  Eu- 
jan  Community  a  much  easier  place 
foreigners  to  do  business,  as  well, 
idardization  of  Europe's  diverse  na- 
al  markets  will  open  up  areas  long 
linated  by  national  monopolies  and 
:ected  by  arcane  regulations,  which 
an's  lobbyists  monitor  zealously 
page  50). 

ne  telling  example  is  in  mobile  tele- 
nes.  Until  now,  European  markets 
e  been  splintered  by  six  different 
mical  standards.  That  keeps  manu- 
uring  runs  low — and  has  held  vol- 
i-minded  Japanese  producers  at  bay. 
in  July,  Europe  begins  switching  to 
ingle  standard.  The  floodgates  will 


open,  and  the  Japanese  will  start  mov- 
ing in.  NEC,  Panasonic,  and  Mitsubishi 
have  already  built  niches  in  Europe's 
mobile-phone  markets.  Sony  Corp.  and 
Toshiba  started  getting  ready  last  year. 
The  Japanese  will  probably  build  Euro- 
pean factories  and  touch  off  price  wars 
for  control  of  this  enticing  market, 
which  market  researcher  Dataquest 
Inc.  predicts  will  grow  54%,  to  $3.4  bil- 
lion, by  1995.  Leaders  Motorola,  with  a 
25%  market  share,  and  Finland's  Nokia, 
with  11.5%,  will  feel  the  pressure. 

The  Japanese  presence  undoubtedly 
carries  benefits  for  Europe.  New  fac- 
tory jobs  are  an  obvious  boon,  which 


even  Japan-baiters  like  France  are 
fighting  their  EC  neighbors  to  win.  Ja- 
pan's famed  manufacturing  skill  should 
also  diffuse  into  European  industry. 
Economists  say  that  is  clearly  happen- 
ing in  Britain.  Barry  Wilkinson  of  the 
University  of  Wales  studied  the  Welsh 
auto  components  industry  and  found 
that  Japanese-inspired  techniques  such 
as  total  quality  management  and  just- 
in-time  production  are  revitalizing  a 
tired  auto-supply  sector. 

Some  economists  think  Japanese  in- 
vestment will  be  crucial  to  Britain's 
manufacturing  future.  Thanks  to  Sony, 
Matsushita,  and  others,  Britain,  with  no 
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Copiers  /$15  BILLION 
Printers /$  1  \  BILLION 
9  Copiers     C)  Printers 
Canon/Olivetti  joint 
venture  and  Minolta 
have  chopped  market 
share  of  low-end  copiers 
from  Rank  Xerox. 
Canon,  Konica  target 
high-speed  models. 
Hewlett-Packard  rules 
laser  and  ink-jet 
printers,  but  Canon, 
Kyocera,  Germany's 
Mannesman-Tally  are 
coming  on  strong 


$17.8  BILLION  O 

Germany,  Italy,  Switz- 
erland are  still  world 
leaders.  But  Japan's 
Amada  pushes  in  metal- 
working  tools,  and 
Yamazaki  Mazak, 
with  local  producers, 
moves  into  numerically 
controlled  machines  and 
lathes.  Midsize 
Europeans  such  as 
Gildmeister,  Trumpf, 
Maha  are  winning  in 
customizing  standard 
tools 


CONSTRUCTION  . 
EQUIPMENT  OO 

$15  BILLION  O 

Ever  since  EC-imposed 
antidumping  duties  in 
1 985,  Komatsu  and 
other  Japanese  rivals 
have  been  producing 
locally  or  in  joint 
ventures.  Japanese 
market  share  for 
crawler-excavators 
doubled  by  1  990,  at 
32%.  Caterpillar  still 
leads,  but  Japanese 
have  edge  in  tech- 
nology, design 


SEMICONDUCTORS  P 

$  10.7  BILLION  # 

The  Europeans'  38% 
share  of  their  own  mar- 
ket is  being  eroded  by 
unprecedented  buildup 
of  Japanese  capacity  in 
memory  chips,  while 
Americans  stay  strong  in 
microprocessors.  Philips, 
Siemens,  SGS-Thomson 
can't  match  massive 
technology  spending  by 
Japan's  NEC,  Hitachi, 
and  U.S.'s  Intel, 
Motorola 


R  STORY 
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indigenous  TV  maimers,  is  now  a  net  ex- 
porter of  televisions.  By  the  year  2000, 
an  astonishing  16'/  of  British  factory 
workers  will  have  Japanese  bosses,  pre- 
dicts Douglas  F.  McWilliams,  chief 
economist  at  the  Confederation  of  Brit- 
ish Industry. 

That  pattern  could  be  repeated 
around  Europe,  because  many  Japanese 
companies  are  getting  ready  to  jump 
off  from  Britain  onto  the  Continent  in  a 
big   way.   Their   motive;   Spread  the 


wealth  and  prevent  political  backlash. 
That's  one  reason  Mitsubishi  Electric 
gritted  its  teeth  at  "red  tape,  bureau- 
cracy, and  regulations"  in  France  and 
picked  that  country  for  a  new  mobile- 
phone  plant,  says  European  boss  Ni- 
shino.  Despite  France's  official  hostility 
toward  Japan,  it  has  now  become  a  ma- 
jor recipient  of  Japanese  investment. 

Germany,  the  biggest  and  most  at- 
tractive market  for  Japanese  electron- 
ics giants,  is  already  home  to  a  thriving 


Japanese  presence.  Germany  buys  full, 
407f  of  Japanese  exports  to  EuropcH'jji 
And  now,  German  and  Japanese  heav;jii 
weights  are  signing  up  together  tji|>r4e 
make  and  market  everything  froij 
trucks  to  plane  engines.  U.  S.  inves;:]ii'( 
ment  in  Germany  is  still  bigger,  at  i| 
cumulative  $23  billion  in  1989,  or  moH 
than  four  times  Japan's  $5  billion-pliMjati 
in  the  same  year.  But  the  Japanese  ai 
catching  up:  Direct  investment  in  tl: 
North  Rhine-Westphalia  region,  for  e 


SAKE  AT  THE  BIERGARTEN: 
IT'S  'TOKYO-ON-THE-RHINE' 


B! 


usiness  is  booming  at  Nippon 
Kan  restaurant  on  Immermann- 
stras.se,  Diisseldorfs  main  drag. 
Four  kimono-clad  waitresses  smile  and 
glide  quickly  among  the  low  tables,  de- 
livering lacquered  trays  to  throngs  of 
Japanese  customers.  Across  the  street, 
a  solitary  waiter  at  the  Maharadja  "Ex- 
otic Indian  Cuisine"  eatery  pours  tea 
for  three  Turkish  customers. 

It's  a  familiar  picture  in  this  bustling 
German  city,  where  one  in  about  every 
eight  people  is  a  for- 
eigner. Although  Dii.s- 
seldorf  s  7,000  Japanese 
residents  are  outnum- 
bered by  Turks  and  Yu- 
goslavs, the  Japanese 
are  by  far  the  wealthi- 
est and  most  envied 
newcomers.  As  the  city 
with  Europe's  largest 
colony  of  Japanese  ex- 
patriates, Diisseldorf 
has  earned  the  nick- 
name Tokyo-on-the- 
Rhine. 

'ON  OUR  SIDE.'  Germans 
haven't  exactly  wel- 
comed foreigners  with 
open  arms  in  the  past, 
but  the  Japanese  have  a 
special  status.  Diisseldorf  even  extends 
financial  incentives  to  attract  them. 
The  reason  is  simple:  They  are  a  tonic 
for  the  once-ailing  regional  economy, 
racking  up  $13  billion  in  annual  sales 
and  bringing  8,000  jobs  for  the  locals. 
"This  year,  Japanese  firms  will  be  the 
biggest  investors  and  will  overtake 
Americans  [in  the  state  of  North 
Rhii  e  Westphalia],"  reckons  Rainer 
Honv.  j;  head  of  the  Asia  division  at  the 
region;.!  Office  for  Business  Promo- 
tion. "Ti  ey're  coming  on  strong."  This 
year  alone,  Japanese  companies  are 
planning  investment  of  up  to  $400  mil- 
lion in  the  region,  with  Mitsubishi  Elec- 


tric Corp.  and  Toshiba  Corp.  leading 
the  way. 

It  is  largely  through  Diisseldorfs 
strong  Japan  connection  that  Germany 
buys  more  Japanese  goods  and  sells 
more  to  Japan  than  any  other  Europe- 
an nation.  Operating  in  many  cases 
from  their  Diisseldorf  base, 
the  Japanese  are  winning 
market  share  in  Germany 
against  the  U.  S.  and  estab- 
lishing strategic  alliances 


mi 


^Mowhere  in  Europe 
are  the  Japanese  as 


comfortable'  as  in 
Dusseldorf 


with  German  coiiijjanifs  "(Germany  is 
on  our  side,"  says  Thomas  Takeda, 
general  manager  of  the  Japanese  In- 
dustry &  Trade  Chamber  in  Diissel- 
dorf. "We  feel  right  at  home  here." 

The  Japanese  are  even  quite  promi- 
nent in  part  of  Diisseldorfs  downtown. 
Every  morning,  the  broad,  tree-lined 
Immermannstrasse  crackles  with  rap- 
id-fire chatter  of  Japanese  housewives 
who  crisscross  the  street  from  store  to 
store.  A  shop  sells  two-day-old  Tokyo 
newspapers,  designer  chopsticks,  and 
beautifully  colored  katakana  stencils 
for  Japanese  schoolchildren.  In  a  large, 
brightly  lit  Shochiku  supermarket. 


Panasonic  electric  rice-cookers  stani 
next  to  big  jars  of  marinated  seaweed 
There's  also  a  sprawling  German 
Japanese  Center,  complete  with  tw( 
banks,  the  Japanese  Industry  &  Trad( 
Chamber,  the  consulate,  restaurants 
sushi  stands,  a  big  Mitsukoshi  depart 
ment  store,  a  movie  theater,  and  manj 
Japanese  corporate  offices.  "Nowhen 
in  Europe  are  the  Japanese  as  comfort 
able  as  in  this  city,"  says  Takeda. 

Most  Japanese  in  Diisseldorf  live  ii 
Oberkassel,  a  prosperous  neighborhoo( 
where  the  Japanes( 
School  is.   But  th( 
building  itself  can' 
be  seen:  Like  a  giam 
Jacuzzi,  the  schoo 
has  been  sunk  into 
hill.  And  there's  n( 
sign  outside  to  re 
veal  its  presence,  evei 
though  nearly  1,000  stu  ^f^' 
dents  spend  most  of  th( 
day  there.  "The  Japa 
nese  community  here  ii 
very  much  discreet  am 
into  itself,"  says  Han; 
von  Schaper,  who  pro| 
motes  foreign  inves 
ment  for  the  mayor' 
office. 

Although  the  Jap 
nese  are  conspicuou 
consumers,  they  usuallj 
speak  poor  German  and 
find  it  hard  to  mix  witlj 
the  locals.  Since  they  dij 
their  shopping,  working,  and  entertainji 
ing  in  their  own  shops,  offices,  an( 
clubs,  other  Diisseldorfers  view  then 
with  a  blend  of  curiosity  and  caution 
Some  fear  the  growing  Japanese  pres 
ence  because  it  drives  up  rents  am 
prices. 

But  the  animosity  doesn't  run  deep 
Diisseldorfs  Japan  connection  is  set  b 
expand  and  along  with  it  German-Japa 
nese  business  ties.  For  a  glance  at  thi 
future,  just  take  a  stroll  down  Kloster, 
strasse.  There  at  a  cafe,  clusters  o] 
Germans  sit  drinking — not  schnapps! 
but  sake. 

By  Igor  Reichlin  in  Dusseldoi'A 
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has  grown  between 
nd  30%  a  year  in  the 
few  years  and  may 
ike  American  invest- 
in  the  state  (box). 
1  the  Bavarian  heart- 
Toshiba  is  planning 
pie  its  local  produc- 
)f  laptop  computers 
M.  That  will  make  it 
ise  for  607'  of  all  the 
IS  it  sells  in  Europe. 
'LANTS.  Auto  makers 
big  part  of  this  in- 
lent  plunge.  Every 
Japanese  carmaker 
t  Mazda  Motor  Corp. 
nnounced  plans  for 
lean  factories.  While 
of  southern  Europe 
[uotas  on  Japanese 
-3%  of  the  market  in 
e,  1%  in  Italy — most 
ern  countries  have 
To  create  a  common 
'  across  Europe, 
els  proposes  a  six- 
transition  to  a  free  market.  But 
;e  wants  British-built  Nissans, 
as,  and  Hondas  counted  as  Japa- 
and  not  European,  thereby  limit- 
lem.  Peugeot  Chairman  Jacques 
t  has  even  accused  Britain  of  al- 
l  itself  to  become  an  "aircraft  car- 
for  the  Japanese. 
:ain  and  Germany,  along  with  Ja- 
ire  fighting  the  French  plan.  Nor 
le  French  likely  to  get  much  help 
the  Dutch  or  the  Danes.  Because 
ir  national  differences,  compound- 
huge  Japanese  auto  investments 
rowing  alliances,  it  seems  unlikely 
uropeans  will  put  up  a  rock-solid 
against  Japan  beyond  the  six  or 
ars.  Indeed,  cross-border  competi- 
imong  the  Europeans  themselves 
ting  up.  Japanese  or  no  Japanese, 
n't  expect  all  six  auto  companies 
rvive,"  says  GM  Europe  President 
t  J.  Eaton. 

Surope,  which  produced  $1.9  bil- 
n  profits  to  counter  its  parent's 
billion  in  U.  S.  losses  last  year, 

>  a  sure  survivor.  Already  strong- 
jductive,  the  compa- 
;  launching  a  cam- 
i  to  cut  its  man- 
aring  costs  by  $500  a 
[t  will  merge  parts 

>  in  Britain,  and  it  is 
ng  a  new  factory  in 
rn  Germany  that  will 
ate  Japanese  tech- 
s.  And  gm's  Europe- 
adel  lineup  is  strong, 
f  it  treats  Europe  as 
b  cow  and  fails  to  in- 

or  if  its  profitless 
subsidiary,  acquired 
rear,  proves  to  be  a 


A  Japanese  car  fair 
in  Madrid:  Japan  is 
building  new  plants 
all  over  Europe 


long-term  drain,  problems  could  arise. 

Rival  Ford  is  in  worse  shape.  Its  Eu- 
ropean models  are  humdrum,  and  its 
strongest  market  is  Britain,  whose 
economy  is  the  weakest  among  Eu- 
rope's major  nations.  It's  also  where 
the  Japanese  are  likely  to  be  strongest. 
To  spread  its  bets  around.  Ford  is  push- 
ing hard  into  Italy.  And  it  is  discussing 
joint  European  manufacturing  with 
Mazda,  of  which  Ford  owns  25%.  Still, 
"Ford  is  vulnerable,"  says  analyst 
Maryann  Keller  of  Furman  Selz  Inc. 

Electronics  companies  think  they  also 
are  in  harm's  way.  Recently,  the  EC  set 
up  a  task  force  to  consider  a  rescue 
plan.  Sources  say  it  will  consider  tough- 
er antidumping  measures  on  Japanese 
chips,  limitations  on  opening  public  pro- 
curement bidding  to  foreigners,  and 
holding  chip  tariffs  at  14%'  rather  than 
cutting  them  as  proposed  under  the 
General  Agreement  on  Tariffs  &  Trade 
(GATT).  But  at  the  same  time,  European 
computer  makers  depend  on  Japanese 
memory  chips  and  therefore  want  a  fre- 
er market.  That's  similar  to  the  dilem- 


ma that  has  haunted  American  semicon- 
ductor negotiations  with  Japan  for 
years. 

High  technology  is  one  area  where 
Prime  Minister  Cresson  wants  to  target 
government  aid.  She  thinks  expanded, 
better-managed  EC  research  programs 
can  make  a  big  difference — despite 
poor  results  in  such  efforts  to  date.  In 
her  first  major  address  to  French  law- 
makers on  May  22,  she  called  for  "a 
new  European  electronics  community." 
U.  S.  companies  should  be  involved,  she 
believes,  because  they  are  developing 
products  in  Europe  and  integrating  into 
local  economies.  IBM  is  already  a  mem- 
ber in  good  standing  of  EC-sponsored 
research  programs.  But  ICL  was  kicked 
out  of  several  such  programs  after  Fu- 
jitsu bought  it  last  year. 
•HIDDEN  MESSAGE.'  Still,  Europe's 
chances  in  high  tech  are  waning.  It 
lacks  world  scale  in  the  key  semicon- 
ductor industry,  and  its  No.  1  electron- 
ics company,  Philips,  ranks  a  mere  10th 
globally.  Europe's  two  other  chip- 
makers,  Germany's  Siemens  and  the 


HOW 
JAPAN  IS 
KNOCKING 
HARD  ON 
EUROPE'S 
DOORS 


DATA:  JAPAN  FINANCE  MINISTRY, 
BW  ESTIMATE 


JAPAN'S  INVESTMENT 
IN  THE  EC  IS  GROWING... 


...ITS  EXPORTS 
ARE  RISING... 


...AND  ITS  TRADE 
SURPLUS  REMAINS  HIGH 


▲  BILLIONS  OF  DOLURS  (CUMULATIVE) 


▲  BILLIONS  OF  DOLURS 


A  BILLIONS  OF  DOLLARS 
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Franco-Italian  SGS-Thomson,  are  dis- 
cussing a  possible  merger — with  tech- 
nology backing  from  IBM.  A  growing 
dependence  on  foreign  chips  will  make 
it  tougher  for  Old  World  companies  to 
keep  pace  in  a  growing  gamut  of  indus- 
trial and  consumer  products. 

With  the  stakes  so  high,  Japanese  of- 
ficials are  trying  to  manage  an  increas- 
ingly delicate  relationship.  As  for 
France's  new  Iron  Lady,  "we  should 
not  overreact,"  says  Kaoru  Ishikawa, 


director  of  the  Japan  Foreign  Ministry's 
First  International  Economic  Affairs 
Div.  He  suggests  that  Cresson's  re- 
marks are  mainly  for  domestic  con-' 
sumption  and  that  they  boil  down  to  a 
"hidden  message"  to  prod  France  to 
work  harder. 

Cresson,  however,  argues  that  she  is 
approaching  her  new  job  with  a  sense 
of  mission:  to  avoid  coddling  the  Japa- 
nese as  she  feels  the  Americans  did. 
"The  Americans  thought  everybody 


was  the  same,"  she  says.  "They  dii 
realize  that  the  Japanese  are  differe 
Cresson's  goal  is  to  help  give  Euro 
strong  new  industrial  strategy  that 
prevent  it  from  becoming  "a  Japa' 
colony." 

But  Cresson  may  find  herself  at 
with  her  free-market  European 
ners.  Britain,  Germany,  Holland, 
Spain  either  hesitate  to  erect  a  Eur 
an  fortress  on  philosophical  grounds 
because  they  covet  the  jobs  Japari! 


LOBBYING  EUROPEAN-STYLE: 
JAPAN  INC.  CATCHES  ON 


Three  days  after  the  European 
Community's  Apr.  30  disclosure 
of  its  secret  proposal  to  limit  Jap- 
anese car  sales,  'Takayuki  Imajo  and 
Takashi  Osawa  huddled  over  lunch  in 
Brussels  to  compare  notes. 

"What  do  you  hear?"  asked  Imajo, 
head  of  the  European  office  of  the  Ja- 
pan Automobile  Manufacturers  Assn. 
(JAMA).  "I  had  a  call  from  my  Tokyo 
office  asking  me  what's 
going  on." 

"I  got  one  too,"  said 
Osawa,  external  affairs 
manager  for  Nissan  Eu- 
rope. Imajo  and  Osawa 
hardly  fit  the  stereotype 
of  formidable  Japanese 
lobbyists  pulling  strings 
and  spreading  largesse 
the  way  they  do  in  Wash- 
ington. Their  primary  job 
is  to  assess  the  EC  bu- 
reaucracy's mountains  of 
information  and  funnel 
key  documents  back  to 
companies  and  trade  as- 
sociations. "They're 
walking  telefaxes,"  says 
Nagayo  Taniguchi,  a 
reporter  for  Mainichi 
Shimbun. 

VANTAGE  POINT.  But 

don't  underestimate 
them.  Japan's  EC 
watchers  are  showing 
up  in  the  Brussels 
area  in  record  numbers,  from  50  a  de- 
cade ago  to  more  than  220  now.  In  fax 
after  fax,  they  provide  reams  of  on-the- 
gi-Gund  economic  intelligence  that  as- 
sists home-office  executives  in  making 
vital  Uffisions.  They  also  send  home 
political  lalysis  that  helps  pinpoint  in- 
vestment opportunities  in  areas  crying 
for  capital. 

A  careful  reading  of  EC  politics  and 
economic   statistics,   for  example. 


helped  bolster  Mitsubishi's  decision  to 
forge  a  joint  venture  with  Volvo  in  the 
Netherlands.  The  Dutch  government 
was  keen  on  Japanese  investment:  The 
country's  largest  employer.  Philips 
Electronics,  was  set  to  lay  off  50,000 
workers,  many  in  the  Netherlands. 

As  the  powerful  Ministry  of  Interna- 
tional Trade  &  Industry  (MITI)  fine- 
tunes  its  negotiating  stance  on  the  con- 


Auto  lobbyist  Imajo: 
'We're  not  trained  to 
express  ourselves 
publicly' 


troversial  issue  of  EC 
quotas  for  Japanese  car- 
makers, Imajo  sends  his  EC 
car  data  to  jam.\'s  home  of- 
fice in  Tokyo.  Meantime, 
Osawa  sends  studies  on  the  EC  car 
market  to  superiors  in  Amsterdam, 
where  experts  help  the  company  deter- 
mine what  the  competition  is  up  to. 

Japan's  EC  watchers  have  come  a 
long  way.  Back  in  1982,  the  Japanese 
were  worried  about  an  EC  proposal — 
which  eventually  died — requiring  Japa- 
nese subsidiaries  in  Europe  to  put 
workers  on  local  boards.  So  the  Kei- 
danren,  the  leading  industrial  group. 


naively  descended  on  Strasbourg,  ho 
of  the  European  Parliament.  Milli 
of  yen  in  campaign  contributions  la 
the  Japanese  figured  out  that  the  P 
liament  is  only  an  advisory  body, 
stead,  they  should  have  gone  to  B" 
sels,     home     of     the  Europe 
Commission,  which  proposes  EC  law 
HIGHER  PROFILE.  Six  years  later,  old 
but  wiser  Keidanren  lobbyists  heaq 
straight  for  Brussels  when  faced  w 
another  thorny  proposal  that  wo" 
have  subjected  Japan's  "screwdri 
plant"  products  to  antidumping  du 
if  they  didn't  have  a  minimum  lo 
content.  They  eventually  won. 

Although  the  Japan 
use  their  own  represen 
tives  to  monitor  EC 
fairs,  they  often  fa: 
out  heavy-duty  analy 
to  U.  S.  consulting  fi 
such  as  Price  Wat 
house.  Japanese  com 
nies  are  also  signing 
top  American  law  fi 
in  Brussels  to  smo 
over  their  myriad  tr 
problems.  Not  all  of 
refined  lobbying  sk 
the  Japanese  learned 
Washington  can  be 
ried  over  to  Bruss' 
Trying  to  win  frier 
with  hefty  political  C' 
tributions  or  lavish 
is  bad  form  in  Bruss 
If  they  offer  a  draft  1 
on  a  hot  issue,  the  way  they  migh 
Washington,  "it  just  wouldn't  be 
sidered  proper  here,"  says  Leon  B 
tan,  EC  competition  commissioner. 

In  the  U.  S.,  Japanese  lobbyists  w 
comfortably  behind  the  scenes,  bu 
Brussels  they  operate  out  in  the  o ' 
"We're  not  trained  to  express 
selves  publicly,"  says  Imajo.  But  e" 
he  has  learned  to  slug  it  out.  Im 
recently  clashed  with  Raymond 
Levy,  chairman  of  French  carma 
Renault,  in  an  EC  hearing  on  pro 
tionism.  One  thing  the  sparring  pro 
Japan's  lobbyists  are  learning  fast. 

By  Patrick  Oster  in  Bros 
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and  still  be  stuck  in  the  same  jam. 


Acquiring  the  latest  in  information  - 
linology  doesn't  always  shift  a 
npany  into  high  gear.  Organizations 

require  restructuring  to  take  full 
\intage  of  their  new  potential, 
^i.idersen  Consulting  would  like  to 
p  your  organization  get  on  the  fast 
:"k.  And  achieve  maximum  competi- 
'  advantage.  Our  solution  is  Change 
nagement  Services."" 


Change  is  managed  from  an' overall 
perspective.  We  anticipate  how  tech- 
nology will  affect  not  only  processes, 
but  also  the  organization  of  your  com- 
pany. We  then  develop  and  apply  tech- 
niques for  smooth  implementation.  The 
result  is  a  work  force  better  enabled  to 
make  change  work. 

Change  Management  Services  is 
another  reason  that  a  majority  of  the 


Fortune  500  have  come  to  Andersen 
Consulting.  To  the  rest  of  you  we  say, 
"Gentlemen,  start  your  engines': 


Andersen 
gonsuuing 

ARmUR  ANDERSEN  &  CO ,  S.C. 


i.'iinsiiluiVi*  .\tt  v\ch\ 


Where  we  go  f  rom  heri^j 


1 


companies  are  bringing.  For  that  mat- 
ter, France  itself  is  hungrily  eyeing 
Japanese  investment  and  technology. 
Cresson  faces  crucial  decisions  soon 
that  will  show  clearly  whether  her  call 
to  arms  is  a  genuine  attempt  to  galva- 
nize Europe  or  whether  it  is  merely 
populist  rhetoric  that  plays  well  at 
home.  At  issue  is  whether  the  Prime 
Minister  will  go  along  with  Mitsubishi's 
proposed  purchase  of  a  stake  in  Volvo/ 
Holland.  The  French  became  Volvo's 


biggest  shareholder  last  year  via  a  25% 
stake  owned  by  Renault,  the  state-run 
auto  maker. 

WRENCHING  PROCESS.  Cresson  is  likely 
to  encounter  lots  of  other  such  tests  of 
her  fighting  mettle,  as  Japanese  indus- 
try spreads  throughout  Europe  and 
dangles  new  jobs  and  investment.  Her 
dilemma  is  Europe's  dilemma  of  the 
1990s,  as  well.  The  double-edge  sword 
of  Japan  cuts  to  the  heart  of  how  Euro- 
peans want  their  promised  union  to 


evolve.  Given  this  heavy  political  ba:- 
drop,  dealing  with  the  Japanese  cl! 
lenge  may  prove  even  more  wrench^ 
for  Europe  than  it  has  for  Amerii. 
How  the  Europeans  react  will  shse 
not  just  their  own  economy,  but 
America's  place  in  the  world  econo^c 
order  for  decades  to  come. 

By  Stewart  Toy  and  Jonathan  B.  Lev 
in  Paris,  Mark  Maremont  in  London,  cd 
Karen  Lowry  Miller  in  Tokyo,  with  /jr, 
Reichlin  in  Bonn  and  bureau  reports  ■ 


TEXAS  INSTRUMENTS:  DIGGING  IN 
AGAINST  THE  JAPANESE 


It's  Sunday  afternoon  at  an  English 
countryside  manor,  and  Roberto 
Schisano  sinks  into  an  overstuffed 
sofa  for  a  breather.  Since  his  promo- 
tion to  president  of  Texas  Instruments 
Europe  three  months  ago,  the  energet- 
ic Italian  has  been  on  the  road  con- 
stantly, meeting  customers  and  Tl's 
7,000  local  employees.  Nor  does  he 
expect  the  pace  to  slow  after  the 
initial  round  of  glad-handing.  "I'm 
on  a  permanent  swing,"  he  says. 
"The  pitch  of  competition  in  Euro- 
pean electronics  is  getting  intense." 

And  how.  Schisano  and  his  com- 
pany are  headed  for  a  costly  fight 
to  survive  in  Europe's  $10.7  billion 
chip  market.  Although  U.  S.  and 
European  companies  still  dominate 
sales,  the  Japanese  have  more  than 
quadrupled  their  share  over  the 
past  decade,  to  17.8":'^  last  year. 
Now,  by  pouring  billions  into  mem- 
ory chip  plants  in  Europe,  they  are 
after  an  even  bigger  bite.  That  pre- 
sents a  particular  danger  to  Tl, 
since  the  company  is  the  largest 
non-Asian   maker  of 
such   chips.    How  Tl 
fares  in  this  struggle 
will  say  a  lot  about  the 
West's  ability  to  hold 
the  line  against  the  Jap- 
anese. 

Europe  is  the  hot 
market.  Although  the  volume  of 
chip  sales  there  is  still  considerably 
lower  than  in  either  Japan  or  the 
U.  S.,  it's  growing  faster.  And  with 
the  U.  S.  and  Japan  dominating  their 
respective  home  markets,  maximizing 
economies  of  scale  hinges  on  scoring 
big  n.  ';"urope.  That,  along  with  tariffs 
and  po.  al  pressures,  is  why  the  Jap- 
anese art  building  the  plants.  Both 
Mitsubishi  c  ectric  and  Hitachi  are  put- 
ting up  plants  in  Germany,  while  Fu- 
jitsu is  adding  one  in  Britain. 


In  the  high  end,  Tl  hopes  to  turn  a 
Japanese  strength  into  a  weakness. 
Such  Japanese  giants  as  NEC,  Hitachi, 
and  Toshiba  are  fully  integrated,  mean- 
ing they  put  their  chips  into  their  own 
products.  That  means  they  are  both 
suppliers  and  competitors  to  companies 
such  as  Bull,  Alcatel,  and  Ericsson.  Tl 


Schisano  and 
Junkins:  Tl  is  forging 
ties  with  top 
European  companies 


does  not  make  end  products  that  com- 
pete, and  that's  the  opening  it  seeks  to 
exploit.  "We're  trying  to  become  the 
Europeans'  inside  semiconductor 
house,"  says  Marco  Landi,  Tl's  Europe- 
an marketing  vice-president. 

To  help  achieve  that,  Tl  now  has  a 
string  of  supply  and  technologj'-shar- 
ing  partnerships  with  top  European 


companies.  "Our  European  relations 
probably  more  intimate  than  anywhe: 
in  the  world — are  vital  to  help  us  kn 
where  to  focus  product  developmen 
says  Jerry  R.  Junkins,  Tl's  chairm; 
For  example,  Tl  trades  its  technolo] 
for  orders  and  knowhow  from  L 
Ericsson. 

To  go  with  its  new  approach,  Tl  has 
new  plant  in  Europe.  Unable  to  m.ato 
Japanese  economic  might  on  its  own, 
in  1989  struck  a  deal  with  the  Itali^ 
government.  It  put  up  $700  million  f 
Tl's  proposed  $1.2  billion  package 
spending  on   manufacturing  a; 
R&D  in  the  depressed  region  arou; 
Avezzano,  east  of  Rome.  The  pla| 
is  a  cornerstone  of  Tl's  strata; 
Opened  last  November,  it's 
signed  to  support  a  two-pronged 
fort:  Push  high-volume  commi 
ities  such  as  memory  chips  at 
cost  while  offsetting  their  volati 
price  swings  with  stabler,  mo| 
profitable  specialty  products.  Iro 
cally,  the  plant  uses  some  techm 
ogy  developed  in  Japan  by  Tl 
deals  with  Fujitsu  and  others. 
PLUNGING  PRICES.  Making  a  pro:H 
is  another  matter.  Made-in-Jap;^ 
chips  have  been  subject  to  florj 
prices  set  by  the  European  Co^ri 
mission.  But  output  from  new  lo(|s 
plants  will  not  be  under  the  sarsi 
constraints,  allowing  the  Japaneis; 
to  virtually  price  at  will.  "Prif 
pressures  in  Europe  will  becors': 
very  extreme,"  warns  Jonathiiit: 
Drazin,  an  analyst  at  DataqueS- 
Inc.  Indeed,  Tl's  loss  of  $39  millii 
on  sales  of  $6.6  billion  last  ye* 
was  partly  due  to  plunging  pric|^ 
of  its  memorj-  chips. 

All  of  which  causes  Tl  to  rede- 
ble  its  drive  to  strengthen  Euroj- 
an  ties  in  the  future,  probably  throuf. 
joint  ventures.  "Everj'one  talks  abo: 
Fortress  Europe,  but  there's  also  i 
growing  consensus  that  Europe  nee; 
more  interaction  with  U.  S.  comj- 
nies,"  says  Schisano.  With  pressu; 
building  from  Japan,  it's  a  formii 
worth  considering. 

By  Jonathan  B.  Levine  in  Pa  > 


52  BUSINESS  WEEK/JUNE  3,  1991 


COVER  #1 


3  sustain  you,  fine  lapanese  and  Western  restaurants  and  24-hour 


)om  service.  To  refresh  you,  soothing  lounges  or  stimulating  health 


ubs.  To  renew  you,  a  pillow  of  down.  In  short, 


Simply  everything.  Simply 


1  -SOO-NIKKO-US 


For  more  information,  call  or  write  Hotel  Nikko  Chicago.  320  North  Dearborn,  Chicago  IL  oOblO.  3 1 2-744-1900. 


Nikko  Hotels  International  •  New  York  Essex  House  (Reopening  Fall  I991|  •  Atlanta 
Chicago  •  San  Francisco  •  Los  Angeles  (Fall  1991)  •  Honolulu  •  Mexico  City 
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THE  THRILL  OF  VICTORY, 
THE  AGONY  OF  RETIREMENT 


Pro  salaries  continue  to  defy  gravity.  But  can  these  millionaire  jocks  handle  life  after  sports? 


If  you're  looking  for  a  real  tear-jerk- 
er, rent  Everybody's  All-Aynerican. 
a  film  about  a  football  player  after 
the  glory  fades.  Golden  boy  Gavin  is 
showered  with  adulation  following  a 
Sugar  Bowl  triumph,  but  his  pro  career 
is  cut  short  by  injury,  and  it's  downhill 
from  there.  A  restaurant  deal  sours  af- 
ter his  partner  gambles  away  the  invest- 
ment. Gavin  tries  a  football  comeback 
and  fails.  Mounting  financial  troubles 
drive  him  and  his  wife  to  drink.  Finally, 
a  bloated  and  bewildered  Gavin  is  re- 
duced to  working  as  a  spokesman  for  an 
artificial-turf  maker,  regaling  clients 
with  tales  of  gridiron  days  gone  by. 


Tragic?  Maybe  to  Hollywood.  But  in 
the  real  world,  Gavin  might  be  one  of 
the  luckier  ones.  After  all,  he  still  had  a 
job — and  a  college  degree,  a  house,  his 
health,  and  only  one  set  of  children  to 
support.  Sure,  there  are  some  impressive 
post-sports  careers:  Basketball  Hall  of 
Famer  Dave  Bing  is  president  of  Bing 
Steel  Inc.,  a  wholesaler  to  the  auto  in- 
dustry. Former  quarterback  Fran  Tar- 
kenton  heads  KnowledgeWare  Inc.,  a 
thriving  software  house.  Bill  Bradley 
and  .Jack  Kemp  wield  considerable  pow- 
er in  Washington. 

But  such  success  stories  are  unusual. 
Despite  salaries  now  fatter  than  those  of 


many  CEOs,  money  troubles  are  cofel! 
mon — and  so  are  shady  or  inept  ageifi  I 
and  money  managers.  Alcohol  and  dru^ 
bring  down  many  a  player.  Divorces 
virtually  the  norm.  For  all,  retirements 
only  an  injury  away,  and  it's  a  rare  ph>]  i 
er  who  chooses  to  leave  the  game  bef*  t 
getting  pushed  out.  Most  pros  never  ft^ !: 
ish  college,  and  the  majority  do  littles' , 
prepare  for  the  day  when  they  ventie  j; 
into  the  real  world.  : 
'DIPPED  INTO  HELL.'  For  most,  the  ni  r 
world  is  a  big  step  down.  Big-time  ja t 
athletes  are  pampered  like  royalty.  Tly  •) 
fly  first  class  while  hired  hands  pay  1fe  • 
bills  and  tote  the  luggage.  High-powei^i  • 


 r— 

put  my  uniform  on  again  reignited  the  whole  thing,"  s^lfs. 
Blue.  "I  said  to  myself,  'Nothing  you  can  do  will  ever  repl:,e  " 
baseball.  So  what  can  I  do  to  at  least  fill  the  void?'  "  'i 
approached  the  San  Francisco  Giants,  for  whom  he  had  pitcl3 — 
from  1978  to  1981,  about  a  coaching  job.  The  team  offered  In 
work  with  its  community-services  program.  < 
SPEECHMAKER.  Since  December,  Blue  has  put  in  roughly  ic 
hours  a  week  for  the  Giants,  making  speeches  at  schoe, 
hospitals,  and  Rotary  Clubs  about  "drugs,  staying  in  schoi 
and  how  great  the  San  Francisco  Giants  are,"  he  says.  Bt 
also  does  some  gigs  of  his  own,  guest  speaking  at  corpor;C 
functions  and  doing  baseball  card  shows.  Last  year,  he  opeio 
a  Vida  Blue  Baseball  Camp  for  children,  and  this  year 
running  five  one-week,  nonprofit  camps. 

But  Blue  wants  more  from  life.  His  financial  positio: 
sound,  he  says,  thanks  to  a  wise  decision  long  ago  to  have 
'>aseball  pav  deferred,  but  he  can't  see  the  Giants  job  ai 
career.  "I've  thought  about  going 
broadcasting  school,  to  learn  the  pro] 
way  to  do  stuff,"  he  says.  Despite  sell 
arship  offers,  the  Mansfield  (La.)  nat| 
never  got  to  attend  college.  He  W' 
straight  from  high  school  into  pro  1| 
after  his  father  died.  His  salary  hel: 
put  two  sisters  through  college. 

Meanwhile,  Blue  says  he  wants 
leave  plenty  of  time  for  raising  his 
month-old  daughter,  Alexis,  and  his 
year-old  stepson,  Samuel,  who  calls  1 
"Daddy  Blue."  Although  Blue  says  h 
play  professionally  again  "in  a  Nj 
York  minute"  if  anyone  asked  him,  S| 
keeps  him  from  harboring  illusions  t, 
he's  still  a  baseball  star.  "He's  a  J 
Canseco  fan,"  says  Blue. 

By  Andrea  Rothman  in  New 


'I'VE  THOUGHT  ABOUT  GOIHG 
TO  BROADCASTING  SCHOOL' 


VIDA  BLUE 


LETTING  FLV 


I 


n  1971,  21-year-old  Vida  Blue  stood  on  a 
mound  in  Oakland  that  might  as  well 
have  been  the  top  of  the  world.  The 
Athletics  pitcher  struck  out  300  that  year, 
winning  him  both  the  American  League's 
Cy  Young  and  Most  Valuable  Player 
awards.  It  was  just  the  beginning  of  a 
brilliant,  if  troubled,  career  that  would 
span  16  seasons  and  three  world  champion- 
ships. But  1971,  remembers  Blue,  was  the 
high  point.  "It  seems  like  yesterday,"  he 
says.  "Before  you  realize  it,  in  the  blink  of 
an  eye,  you  have  experienced  a  career, 
and  you're  on  the  downside  of  it." 

Blue,  now  41,  could  have  wound  up  a 
whole  lot  further  down  than  he  is  today. 
After  being  suspended  from  baseball  in 
1984  following  a  conviction  for  cocaine 
possession,  he  i-eturned  to  the  Athletics 
for  a  few  weeks  in  1987,  but  a  drug 
relapse  forced  his  retirement.  Then  he 
vanished.  Blue  says  he  escaped  to  Lake 
Tahoe,  where  he  slept  late,  took  long 
walks,  and  occasionally  played  the  slots 
while  he  got  the  drugs  and  alcohol  out 
of  his  syst.  ni. 

He  might  )i:  ve  stayed  in  Tahoe  forev- 
er if  a  friend  h:i.dn't  invited  him  to  play 
in  the  Senior  League,  the  experiment  in 
geezer  ball  that  lasted  a  bit  more  than 
one  season.  "Just  getting  the  chance  to 
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BLUE  AT  CANDLESTICK 
WEEK  SPEAKING  OUT 


:  HE  SPENDS  25  HOURS  A 
AGAINST  DRUGS 


SPORTS  BUSSS 


FOOTBALL  355,000 


DATA:  PLAVEHS'  ASSOCIATIONS 


itives  and  heads  of 

fawn  over  them. 

begin  to  feel  like 
;  XIV,"  says  Wil- 

McClure,  a  two- 
Golden  Gloves  box- 
champion  who  is 
a  psychologist  and 
jelor  to  basketball 
rs.  Step  off  the 
stal,   and  every- 

changes.  McClure 
s  it  to  "being 
d  into  hell." 
at  plight  is  far 
5  for  players  who 
know  where  to  go 
they  leave  the  field,  and  today's 
tes  are  less  likely  to  know  than 

of  an  earlier  era.  Once,  players 
10  illusions  about  retiring  on  their 
tic  salaries  and  worked  outside  jobs 
3  off-season.  Tarkenton,  with  a  de- 

in  business  administration,  had 
;  several  years  in  computer  consult- 
)y  the  time  he  left  the  Minnesota 
gs.  But  today's  gridiron  greats  and 
r  pitchers  are  encouraged  to  spend 
months  off  doing  little  but  tuning 
ir  the  next  season. 
)blem  is,  the  supply  of  "next  sea- 
'  is  limited,  as  are  those  monster 
lecks  to  which  an  athlete  so  quickly 


THE  MONEY  IS 
BIGGER  THAN  EVER...  \ 

AVERAGE  SAURY 
1991  1981  J 

BASEBALL  $850,000  $185,000j 
BASKETBALL    1,000,000  180,000! 


...BUT  IT  DOESN'T 
LAST  LONG 

AVERAGE  LENGTH  OF 
PROFESSIONAL-SPORTS  CAREER 


90,000  HIKI 


250,000  108,000 


0  3 
►  CAREER  YEARS 


becomes  accustomed.  Entering  the  pros 
in  their  tender  20s,  most  athletes  are  ill- 
prepared  to  handle  big  money.  Some  ar- 
range for  a  portion  of  their  pay  to  be 
deferred,  but  even  money  in  the  bank 
can't  straight-arm  all  the  troubles  to- 
day's ex-athletes  face.  Many  give  power 
of  attorney  to  their  agents,  allowing 
them  to  do  everything  from  paying  bills 
and  taxes  to  picking  investments.  Gene 
Upshaw,  executive  director  of  the  NFL 
Players  Assn.,  says  he's  seen  more  than 
one  player  "turning  over  all  his  money 
to  a  guy  he  just  met  who  dressed  nice 
and  talked  smooth.  The  next  year,  you 
couldn't  find  the  agent." 


It's  every  American's 
right  to  get  conned.  But 
athletes,  by  virtue  of 
their  high  visibility, 
make  tempting  targets 
for  scam  artists. 
Abuses  vary  from  in- 
competence to  fraud. 
Former  New  York  Is- 
lander captain  Denis 
Potvin  says  he  never 
took  a  close  look  at  his 
own  financial  situation 
until  his  12th  year  in 
pro  hockey.  Until  then, 
his  agent  "just  took 
care  of  it  and  said, 
'Look,  you'll  be  a  millionaire.  You  won't 
have  to  worry  about  anything  for  the 
rest  of  your  life.'  "  But  when  Potvin  in- 
spected his  holdings,  he  discovered  that 
the  agent's  bungling  had  left  him  owing 
a  wad  in  back  taxes.  Potvin  was  among 
the  more  fortunate:  He  sued,  recouped 
most  of  his  losses,  and  today  makes  a 
good  living  in  investment  research. 

Players'  unions  have  moved  only  half- 
heartedly to  curb  abuses.  Since  the  mid- 
1980s,  the  players'  associations  of  the 
four  major  team  sports  (baseball,  bas- 
ketball, football,  and  hockey)  have  be- 
gun keeping  records  on  agents,  but  how 
much  good  it  does  is  questionable.  The 


'YOU'RE  JUST  ANOTHER  PERSON 
LOOKING  FOR  A  JOB' 


BOB  LOVE 


ressed  meticulously  in  a  dark  blue 
suit  and  conservative  tie,  with 
white  handkerchief  points  poking 
out  of  his  pocket.  Bob  Love  looks  every 
inch — all  80  of  them — the  corporate  execu- 
tive. Only  his  height  hints  of  his  former 
profession:  basketball  star  for  the  Chicago 
Bulls  and  Seattle  SuperSonics.  Until  he 
speaks,  there's  no  hint  of  the  rough  transi- 
tion between  life  on  the  court  and  life  as  a 
businessman. 
"Let  me  tell  you,  retirement  is  a  rude 
:ening,"  he  says.  "You're  no  longer 
tar  of  the  game.  You're  just  anoth- 
!rson  looking  for  a  job." 
ve,  47,  knows  a  thing  or  two  about 
and  downs.  He  grew  up  in  Louisi- 
one  of  13  kids  in  a  two-bedroom 
e.  He  went  to  college  on  a  football 
larship.  Then,  following  a  back  oper- 
,  in  his  rookie  year,  he  soared  to 
lorn  during  a  12-year  pro  basketball 
ir.  Until  Michael  Jordan  beat  his 
'd  recently,  he  was  the  Bulls'  all- 
scoring  champ.  His  top  annual  sala- 
as  $120,000— high  for  those  days, 
hen  he  retired  from  the  Sonics  in 
,  Love  thought  he  was  prepared. 
ie  many  teammates,  he  had  a  col- 
degree— in  food  and  nutrition,  from 
hern  University  in  Louisiana.  But 


BUSINESS 


LOVE  AT  NORDSTROM'S  IN  SEATTLE:  UP  FROM 
BUSING  TABLES  TO  CORPORATE  EXECUTIVE 


Love  also  had  a  handicap:  a  humiliating,  debilitating  stutter.  "I 
would  try  to  sell  myself,"  he  says,  "and  I  couldn't  do  it." 

For  seven  years,  he  drifted.  He  had  almost  no  savings.  His 
deferred  compensation  and  severance  pay  added  up  to  no  more 
than  $18,000  a  year — not  much,  especially  with  a  wife  and  five 
kids.  Then  his  marriage  fell  apart,  and  the  alimony  payments 
started.  "Once  I  got  my  divorce,  I  lost  everything,"  he  says. 
'SCARED  AND  HUNGRY.'  After  that,  Love  went  through  a  string 
of  menial  jobs.  A  second  back  operation  in  1982  nearly  took  the 
fight  out  of  him.  He  remembers  hobbling  down  the  Seattle 
streets  with  a  cane.  "I  was  scared  and  I  was  hungry.  I  had  to 
do  something." 

In  December,  1984,  he  got  a  job  busing  tables  and  washing 
dishes  in  the  cafeteria  at  Nordstrom's  department  store  in 
Seattle.  One  day,  John  N.  Nordstrom,  one  of  the  retailers'  four 
co-chairmen,  offered  to  pay  for  speech  therapy.  "Bob  was 
obviously  a  quality  person,  and  in  our  eyes  a  celebrity,"  recalls 
Nordstrom.  After  speech  therapy,  "he 
just  kind  of  blossomed." 

Love,  who  now  speaks  with  only  a 
mild  stutter,  has  worked  his  way  up  to 
health  and  sanitation  director  for  all  of 
Nordstrom's  59  restaurants  and  35 
espresso  bars  nationwide.  He's  making, 
he  says,  a  "really  comfortable  salary." 

As  part  of  his  job.  Love  gives  speech- 
es to  high  school  kids.  His  favorite 
theme:  "If  you  get  out  there  and  give  an 
honest  day's  work,  you  can  succeed.  No- 
body's going  to  help  you  if  you  don't  try 
to  help  yourself  first." 

He's  also  working  on  an  autobiogra- 
phy and  on  a  made-for-TV  movie  about 
his  life.  It  will  no  doubt  have  a  happy 
ending — one  you  can  believe. 

By  Dori  Jones  Yang  in  Seattle 
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COMPAQ  PCs. 
High  performance  makes 
them  more  desirable. 
New  prices  make  them 
more  attainable. 


The  COMPAQ 
DESKPR0286NPC 
and  COMPAQ 
DESKPRO  386N  PC  are 
our  most  affordable 
desktops.  Our  smallesf 
too.  Tfiey  won't  look 
big  on  your  desk. 
Or  vow  bottom  line. 


Weighing 
a  scant  6.9  lb.  and 
measuring  just 
5"x  II".  the 
COMPAQ  LTE/286 
PC  fits  in  most 
briefcases. 
And  budgets. 


The  COMPAQ  SLT.m  20  PC 
packs  Intel  386SX 
performance  and  full 
functionality  into  a  battery-  ;i 
powered  laptop  that  is  as 
affordable  as  it  is  powerful 


Number  crunchers  will  appreciate 

the  speed  and  power  of  the 
COMPAQ  DESKPRO  386/25e  PC 
They'll  also  appreciate  its  price. 


a  iTT"n  FTTnrTTTin-n 


The  COMPAQ  DESKPRO  486/33L 
PC  is  for  the  power  user 
who  simply  refuses  to 
compromise  on  anything. 


*  ^  *  ^  *  .  * 


At  8.5"  X 11", 
no  other  notebook 
packs  more  features  into 
a  design  as  small  as  the 
award-winning  COMPAQ 

LTE  386S/20  PC. 
With  our  new  prices,  why 
carry  anything  else? 


Serve  more  for  less  with  the 
COMPAQ  SYSTEMPRO  PC  System. 
It  brings  unprecedented  performance 
and  expansion  to  a  wide  range  of 
connected  environments. 


J   )   7  T 


Now  what  you  want  in  a  PC  and  what 
you  want  to  pay  for  a  PC  are  the  same 
thing.  That's  because  now  the  most 
popular  COMPAQ  personal  computers 
and  PC  systems  are  more  affordable 
than  ever. 

Our  new  prices  mean  that  millions 
of  people  can  now  discover  what  mil- 
lions of  COMPAQ  users  already  know: 
COMPAQ  PCs  simply  work  better. 

At  Compaq,  "It  simply  works  better" 
is  not  just  a  slogan.  It's  the  goal  behind 
every  product  (and  every  component 
of  every  product)  we  build. 

Working  better  means  designing 
products  in  response  to  people's  needs, 
not  our  own.  It  means  putting  the  latest 
innovations  to  work  to  enhance  your 
investment  in  PC  technology,  not  ren- 
der it  obsolete. 

Working  better  means  ensuring 
reliability  and  compatibility  by  sub- 
jecting our  PCs  to  exhaustive  testing. 
It  also  means  supporting  them  the 
world  over  through  our  thoroughly 
trained  dealer  network. 

Yes,  our  prices  are  now  lower.  But 
our  standards  are  as  high  as  ever.  Just 
imagine  the  impact  these  two  simple 
facts  can  have  on  your  company 

Your  Authorized  COMPAQ  Computer 
Dealer  can  provide  you  with  complete 
pricing  and  product  information.  Or 
we  can  give  you  our  suggested  resale 
prices  and  the  location  of  the  dealer 
nearest  you.  Just  call  1-800-231-0900, 
Operator  158.  In  Canada,  1-800-263-5868, 
Operator  158. 
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It  simply  works  better. 
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KlTr*tcnafli<Hricp  Prc>ducl  n. 


leltadcmarks  and  or  re^mcrd  If4dcmafits<if  othci  compdnips  f  ■  m\  Cnmp*!  Codipuirf  CiHpofalion  Alt  ti^hti  tc 


orts  Business 


football  players'  association  originally 
made  agent  certification  mandatory. 
Now,  agents  merely  register  with  the 
association — if  they  feel  like  it.  Registra- 
tion is  voluntary  in  hockey,  too. 
CAN'T  SAY  NO.  Even  if  they  wanted  to, 
the  unions  can't  act  in  loco  parentis. 
Baseball's  union  requires  agents  to  be- 
come certified,  but  Donald  Fehr,  execu- 
tive director  of  the  Major  League  Base- 
ball Players  Assn.,  points  out  that  his 
group  oversees  only  an  agent's  work  as 
a  contract  negotiator — not  as  a  money 
manager.  Nor  can  the  MLBPA  influence 
the  zillions  of  so-called  invest- 
ment advisers  who  bombard 
players  with  often-dubious  fi- 
nancial advice. 

Some  players  simply  can't 
say  no  to  business  proposi- 
tions. When  former  Baltimore 
Colts  quarterback  Johnny  Un- 
itas  filed  for  personal  bank- 
ruptcy in  February,  friends 
shook  their  heads  over  the 
wacky  ventures  he  had  been 
persuaded  to  invest  in:  Florida 
swampland  and  a  crab  and 
catfish  company,  to  mention 
two.  His  downfall,  though, 
was  National  Circuits  Inc.,  a 
Baltimore  electronics  maker 
in  which  Unitas  invested  $3.5 
million  though  he  knew  little 
about  the  business.  The  com- 
pany's assets  were  sold  to  At- 
lantic Electronics  Inc.  for  $1 
million.  Unitas  and  two  part- 
ners were  stuck  with  $5.3  mil- 
lion in  liabilities.  Unitas  de- 
clined to  comment. 

Drug  and  alcohol  problems 
may  be  as  common  as  bad  in- 
vestments. Figures  on  sub- 
stance abuse  in  sports  aren't 
publicly  available,  but  drugs 
have  derailed  plenty  of  play- 
ers in  the  past,  including 
pitcher  Vida  Blue,  former  Detroit  Pis- 
tons great  Spencer  Haywood,  and  Miami 
Dolphins  speedster  Mercury  Morris.  An- 
ecdotal evidence  indicates  that  a  good 
number  still  have  troubles.  Players'  as- 
sociations, though,  claim  that  through 
drug  testing  and  counseling,  they've 
made  headway  against  the  problem. 
ALIMONY  PAINS.  Divorce  hurts  many,  too. 
One  study  says  67/'J  of  pro  football  play- 
ers have  been  divorced  at  least  once.  The 
naL:onal  average  is  some  50%.  And  the 
burd',':;  of  alimony  and  child  support  can 
be  a  U  i ; 'ble  strain  on  incomes  that  drop 
sharply  .ifter  retirement.  Argues  former 
Chicago  ikills  star  Bob  Love:  "The  thing 
:  that  kills  ii^e  ex-ballplayer  is  that  most 
I  of  them  go  through  a  divorce.  The  alimo- 
i  ny  straps  you." 

Most  athletes  simply  aren't  ready  for 


what  hits  them  after  retirement.  Says 
Harry  Edwards,  professor  of  sociology 
at  the  University  of  California  at  Berke- 
ley: "If  you  discuss  with  them  what, 
their  post-athletic-career  plans  are,  the 
overwhelming  majority  of  athletes  have 
absolutely  none."  High  salaries  that  lead 
the  financially  naive  to  think  they're  set 
for  life  only  exacerbate  the  situation. 
When  players  do  consider  the  future,  an 
overwhelming  number  yearn  to  remain 
close  to  their  sport — either  through 
coaching  or  broadcasting.  The  number 
of  such  jobs  available,  however,  is  tiny. 


AFTER  THE  CHEERING  STOPS 


National  Football  League  players  retiring  since 
1979  who  say  injuries  were  the  reason  for  retirement 
Retired  NFL  players  who  have  mode  four  or  more 
major  career  changes  since  leaving  football 
Retired  major  leaguers  who  tried  to  get  back  into 
professional  baseball  in  some  manner 
Retired  major  leaguers  currently  holding 
a  baseball-related  job 

Major  league  baseball  players  lacking  college 
degrees  when  they  turn  pro 
Retired  baseball  players  who  would  play 
professionally  tomorrow  if  they  could 
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'  Of  60  retired  major  leaguers  who  played  at  least  four  years  between 
DATA,  BALI  STATE  UNIVERSITY,  NEW  YORK  UNIVERSITY.  CENTER  FOR  THE  STUDY 


1972  and  1984 
OF  SPORT  IN  SOCIETY 


Players  may  be  less  prepared  than 
ever  for  life  after  retirement.  Upshaw 
says  that  because  players  can  now  turn 
pro  before  their  four  years  of  college 
eligibility  are  up,  they  are  less  likely  to 
have  degrees  than  the  pros  of  yester- 
year. He  claims  that  the  NFL  does  every- 
thing it  can  to  dissuade  players  from 
earning  their  degrees  or  indeed  working 
on  anything  but  football  in  the  off-sea- 
son. An  NFL  spokesman  challenges  Up- 
shaw's  claim,  noting  that  many  of  its 
teams  have  tailored  individual  programs 
to  help  players  finish  school.  The  nfl 
would  happily  discuss  a  league-wide  pro- 
gram, he  adds,  if  only  the  association 
would  come  to  the  bargaining  table. 

Baseball  does  little  better  for  its  play- 
ers. Most  have  little  or  no  college,  since 
they  often  sign  on  straight  out  of  high 


school.  Fehr  is  pessimistic  about  playcs 
doing  much  to  help  themselves.  "Th.^e 
is  a  perception  they're  going  to  play  :r- 
ever,"  he  says.  He  also  thinks  athless 
have  a  false  impression  of  their  job  pis- 
pects.  "There  is  a  notion  that  being  a  ^ 
athlete  gives  you  a  leg  up  on  job  o^\j- 
tunities.  In  my  experience,  that's  jit 
true  at  all,"  he  says.  In  fact,  says  Ftp, 
many  companies  aren't  interested  in 
ing  what  they  consider  just  anot| 
dumb  jock.  Former  hockey  player 
vin,  who  once  worked  in  real  estate,  s; 
that  even  after  he  had  been  in  the  fi 
for  some  time,  he  encounte 
potential  clients  whose  uni 
ken  message  was:  "I  wan| 
to  meet  you,  but  I  can't 
you  seriously  as  a  real  es 
person." 

Hockey    and  basket 
players'  associations  are  m^ 
upbeat.  In  hockey,  two  sp< 
psychologists  visit  players 
riodically  to  talk  about  pl| 
ning  and  offer  advice 
NB.^  and  the  union  run  a  co| 
seling  program  that  inclu^ 
advice  from  San  Diego-ba: 
PACE  Sports   Inc.,  a  car] 
counseling  firm  for  pro 
sional  athletes. 
'APATHY.'  Northeastern 
versity's  Center  for  the  St 
of  Sport  in  Society  is  also 
ginning  to  make  considera| 
headway.  A  program  star 
there  in  1984  works  with 
colleges  to  provide  additio: 
education  to  players 
didn't  complete  their  degn 
before  entering  the  pros. 

In  the  end,  whose  respo: 
bility  is  it  to  see  that  playi 
get  a  decent  start  in  life  a: 
sports?  Former  Dallas  C 
boys  quarterback  Roger  S 
bach  accuses  the  NFL  and  \ 
players'  association  of  doing  "absolut 
nothing"  to  help  players  prepare.  I 
Staubach,  who  runs  a  commercial  r 
estate  business  in  Dallas,  also  lamei 
the  "apathy"  of  many  players  a 
agrees  they  should  take  more  initiati 
Says  psychologist  McClure:  "Teams  h 
people  to  do  a  job.  So  I  don't  think 
team  can  be  responsible  for  any  a 
lete's  success"  after  he  leaves. 

Maybe  so.  But  tell  that  to  Chris  Wa;' 
burn,  kicked  out  of  the  NBA  in  1988 
drug  use.  The  last  time  anyone  saw  h 
was  a  few  weeks  ago.  He  was  wand 
ing  destitute  through  some  of  Oaklan 
meanest  streets.  The  big  time  must  ha 
seemed  very  far  away. 

By  Andrea  Rothman  in  New  York,  w 
Stephanie  Anderson  Forest  in  Dallas  a 
bureau  reports 
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SPORTS  BUSir 


If  it  ain't  broke,  fix  it. 


Take  fast  And  make  it  faster.  Take  smart.  And  make  it  brilliant. 

Believe  that  no  matter  how  well  you  do  something,  you  can 
always  do  it  better.  And  chances  are  you  will. 

At  the  CIGNA  Property  and  Casualty  Companies,  our  goal  is  to 
create  the  benchmark.  And  keep  raising  it  Which  is  exactly  the  way 


we  approach  claims 
management. 

To  be  more  thorough 
and  efficient,  we've 
streamlined  the  entire 
adjustment  process  for 
small  claims. 

We've  devoted  more 
resources  and  people  to 
manage  mid-size  claims. 

As  well  as  increased 
the  number  of  our 
outside  investigators  and 
specialists  to  handle 
large,  complex  claims. 

And  because  we  put 
decision-making 
authority  in  the  field, 


you  get  results,  not  red  tape.  What's  more,  we  are  providing 
everything  from  cost  containment,  rehabilitation,  subrogation  and 
litigation  management  to  loss  specialists  and  claims  technology 

All  in  all,  this  total  commitment  to  quality  is  helping  us  to  beat 
the  rate  of  inflation  in  claims  losses.  For  information,  write  Jim  Engel, 
CIGNA  Property  and  Casualty  Companies,  Philadelphia,  PA  19192. 

Because  the  best  time  to  fix  something  is  before  it's  broken. 


We  get  paid  for  residtsl 


CIGNA 


WHEN  YOU'RE  TALKING  MONEY  IN  EUROPE, 
YOU  DON'T  WANT  TO  LOSE  IN  THE  TRANSLATION 

One  of  the  most  highly  involved  banks  in  foreign  exchange  in  the  U.S. 
and  all  major  markets... an  acknowledged  expert  in  ECU  and  EMS 
crosses  in  North  America... a  worldwide  leader  in  currency  options... 
the  ideal  strategist  for  your  multinational  corporation. 
For  Credit  Lyonnais  Foreign  Exchange  call  (212)  785-1105. 


CREDIT  LYONNAIS 


NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 
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Its  permanent 
collections  are  the 
source  of  the 
Museum's  greatness. 


upper  right:  Rembrandt 
(Dutch,  1609-1669) 
Artist  in  His  Studio. 

Lower  left:  Portrait  of  Paul 
Revere  by  John  Singleton 
Copley  (American,  1738-1815) 
and  a  sample  (inset)  of 
Revere's  work.  The  Sons  of 
Liberty  Bowl. 

Cover:  Pierre  Auguste  Renoir 
(French,  1841-1919). 

Dance  at  Bovgival. 


he  treasures  in  the  gal- 
leries and  storerooms  of 
the  Museum  of  Fine  Arts 
represent  diverse  and 
changing  ideas  of  beauty. 
They  reflect  the  gamut  of 
human  experience  and 
imagination;  they  tell  of 
love  and  war,  of  gods  and 
ordinary  people.  And 
they  reveal  the  societies 
that  produced  them,  the 
artists  who  made  them, 
and  the  people  who  pos- 
sessed them.  The  story  of 
the  Museum  of  Fine  Arts  is 
very  much  the  story  of 
these  people  —  curators, 
artists,  collectors  and 
benefactors  —  their  belief 
in  beautiful  things,  and 
their  generosity. 

The  Museum  was 
incorporated  as  a  private 
institution;  it  has  never 
received  any  public 
operating  funds.  For  its 
operating  budget  and 
endowment,  it  depends 
entirely  on  private  and 
corporate  support,  and 
80%  of  Its  gifts,  both 
financial  and  works  of  art, 
come  from  individual 
donors.  But  it  serves  a 
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Gift  of  JosL-ph  W..  William  B..  jiul  Ldwjrd  H.R.  Revere 


large  and  diverse  public; 
last  year  1,340,000  people 
visited  the  Museum. 

The  permanent  col- 
lections are  the  source  of 
the  Museum's  greatness. 
Boston  was  the  first 
American  museum  to 
commit  itself  to  acquiring 
Asian  art,  before  its  great 
Western  collections  were 
formed,  and  the  Asiatic 
collections  are  the  finest  in 
the  world  under  one  roof. 
Its  Egyptian,  Greek,  and 
Roman  collections  are 
among  the  two  or  three 
best  in  the  Western  hemis- 
phere. The  incomparable 
collections  of  American 
paintings  and  of  colonial 
and  19th  century  New 
England  furniture,  silver 
and  decorative  objects 
offer  a  vital  record  of  those 
times;  they  provide  a  direct 
link  to  the  men  and  women 
who  founded  our  nation. 

The  Museum  of  Fine 
Arts,  incorporated  in 
1870,  is  one  of  the  oldest 
public  museums  in  the 
world  and  one  of  the  most 
inclusive;  with  over  a 
million  objects,  it  possesses 
one  of  the  three  largest 


(jiveu  111  Memory  of  Lillie  Oliver  P  • 


collections  in  America.  1 
moved  to  its  present  site 
along  the  Fenway  in  1 90 
in  1982,  the  West  Wing, 
designed  by  I.M.  Pei,  wa' 
added. 

It  has  become  a  series ' 
museums  within  a  musei; 
The  galleries  form  a  maz||ii 
made  for  wandering,  anct.1 1: 
one  of  the  building's       <  .- 
greatest  pleasures  is  seren||| 
dipity  —  unexpected  "i 
encounters  with  beautifu 
things.  As  complex  as  a 
large  corporation,  it 
nevertheless  remains  a  v 
personal  institution.  Th 
scope  and  quality  of  the 
MFA's  holdings  attract  aj^ic- 
superb  curatorial  staff 
whose  members  are  intei 
nationally  known  and 
respected.  Each  depart 
ment  reflects  the  charact( 
and  interests  of  its  donoi 
and  curators,  past  and 
present.  While  each  staf; 
member  has  a  different  ! 
approach  to  the  coiiectio 
they  all  are  passionate 
about  works  of  art  and 
eager  to  share  their 
passion. 

The  MFA  maintains 
state-of-the-art  conservati 


^rom  the  Museum  of  Fine  Arts  in  Boston  to  the  Getty  Museum  in  Los  Angeles  From  the  Metropolitan  in 
R)kvo  to  the  Louvre  in  Paris  American  flies  to  more  than  1, 000  museums  in  45  countries  And  u  'e're 
:ommitted  to  supporting  the  visual  and  performing  arts  worldu  nde.  Am0riC3nAirlin@S' 

ervicc  includes  Americciii  Eagle'.  Amenains  ivfiional  airline  associate  and  a  registered  trademark  of  American  Airlines.  Inc  SomethiflgSpeCilll  III  the  CUK 


IBM  introduces  the  i 

with  window  )1 


irst  PS/2  for  people 


)ffices. 


Prksenting  a  PS/2  Laptop  That 
Pkrforms  Ijkk  a  Dksk  iop  PS/2. 

For  millions  of  |)<'f)[)l<'.  there's  a  whole  world  ol 
isiness  where  the  window  oi  l  ices  have  wings  and 
iir  lap  is  your  desk.  Its  as  far  from  working  in  an 
lie*'  as  you  can  get,  hut  it's  every  hit  as  demanding, 
lats  why  IBM  has  ereated  its  most  personal  com- 
iter  ever — the  Personal  System/2®  Laptop  40  SX. 
le  first  IBM  PS/2®  for  people  who  work  where 
ere's  not  much  room  for  anything.  Especially 
m  promise. 

LosK  Pounds  And  Inchks 
Without  Giving  Up  A  Thing.  

Although  it's  just  7.7  pounds,  the  PS/2  Laptop 
II  lets  you  carry  a  lot  of  w<'ight.  It  has  the  same 
tel  386SX™  processor  you'll  find  in  hest-selling 
sktop  computers,  so  it's  powerful  enough  to  let  you 
iate  or  plan  right  on  site.  It  also  has  a  3.5"  diskette 
ive  like  the  one  in  your  office,  and  the  60MB  hard 
ive  can  store  all  the  information  you'll  need  to  close 
e  deal  or  make  the  presentation. 

Since  your  fingers  are  the  same  size  on  the  road 
they  are  in  the  office,  the  PS/2  Laptop  has  a  full- 
e  keyboard  spaced  and  arranged  the  same  way  as  a 
sktop  PS/2's,  for  maximum  comfort  and  familiarity, 
id  there's  a  large,  easy-to-read,  10"-diagonal  screen 
at  delivers  VGA-quality  graphics  with  amazing 
irity  and  contrast,  so  it's  easy  on  your  eyes.  In  short, 
^  PS/2  Laptop  delivers  desktop  performance — 
thout  the  desk.   


The  Body  Of  A  Laptop. 
Thk  Heart  And  Soul  Of  A  PS/2. 


It  may  he  small,  hut  the  PS/2  Laptop 
linitely  isn't  short  on  features.  It  comes  with 
lumeric  keypad  you  can  plug  in  lor  serious 
imber  crunching,  and  a  special  feature  sus- 
nds  [)ower  when  the  screen  is  closed 
id  returns  to  full  power  when  you 
en  it,  letting  you  resume  work  right 
lere  you  left  off.  With  a  Data/Fax 
adem  you  can  plug  into 
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a  phone  line  and  communicate  with  other  computers, 
access  u[)-to-the-miiuite  lacts  and  ligures — you  can 
even  write  memos  or  place  orders  instantly  and  fax 
them  to  the  home  offic(\  The  PS/2  Laptop  lets  you 
work  laster  and  more  elliciently.  So  it's  plain  to  see,  this 
is  no  lightweight  computer. 

Fi  EE  Size  IBM  Serv  ice 
Wherever  Yoi  (io. 

riie  PS/2  Laptop  comes  w  ith  something  no 
laptop  should  he  without — an  international  warranty* 
hacked  hy  thousands  ol  Authorized  Remarketers 
worldwide,  so  you're  never  lar  awav  Irom  service  and 
sup|)ort. 

Xo  find  out  more, contact  your  IBM  Authorized 
Remarketer  or  IBM  marketing  representative.  You'll 
see  why  with  the  new  PS/2  La[)top,  vou  can  take  your 
business  wherever  business  takes  you. 
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HqwVe  you 
going  to  do  it? 

PS/2  it! 
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iteble  onlj)  in  the  countries  in  whicti  ttiis  product  is  sold  by  IBM  and  IBM  Authonzed  Remarketers  Subject  to  the  terms  ol  the  limited  warranty  provided  when  purchased  Prool  ol  original  purchase  may  be  required 
Personal  System/2  and  PS/2  are  registered  trademarks  ot  International  Business  Machines  Corporation  386SX  is  a  trademark  ol  Intel  Corp  (c  1 1991  IBM  Corp 
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Claude  Monet 
(French,  1S40-1926). 

Pol'I'Y  FiLLD  ;N'  i 

Hollow  Nlar  Givers) 


Alan  Shestack,  Directoi 
Museum  of  Fine  Arts,  Boston, 
in  the  William  H.  Lane  ami 
Saundra  B.  Lane  Galleries 


Coiirlfsy,  Museum  uf  hinc  Arts.  Bust' 


and  research  laboratories, 
and  its  outstanding  library 
contains  about  282,000 
volumes  and  irreplaceable 
reference  works.  The 
Museum  School,  in  its  own 
building  next  door,  has 
trained  a  number  of  this 
country's  most  prominent 
artists,  some  of  whose 
works  now  hang  in  the 
MFA's  galleries. 

The  Textile  and  Cos- 
tume Department  contains 
an  extraordinary  col- 
lection of  pre-Columbian 
Peruvian  textiles;  the 
European  Decorative  Arts 
department  has  the  best 
English  silver  and  porcelain 
collections  outside  of  the 
Victoria  and  Albert 
Museum  in  London,  and 
the  Musical  histruments 
Collection  includes  the  best 
collection  of  keyboard 
instruments  in  the  country. 
With  its  superb  exhibition 
program,  the  Department 
86 


of  Contemporary  Art,  the 
Museum's  newest,  founded 
in  1986,  focuses  attention 
on  the  complexities 
confronting  artists  and  the 
public  today.  Trevor 
Fairbrother,  Beal  Curator 
of  Contemporary  Art, 
explains:  "The  Contempo- 
rary Department  becomes 
the  point  where  art 
intersects  with  real  life. 
Sometimes  it's  painful, 
even  controversial." 

Over  the  years,  the 
mission  of  the  MFA  has 
expanded  dramatically. 
But  its  guiding  principles 
have  not  changed.  From  its 
beginnings,  the  MFA  has 
been  dedicated  to  bringing 
art  of  every  kind  to  the 
public,  making  it  accessible, 
making  it  a  part  of  life. 

Alan  Shestack 

"The  greatness  of  the 
collections,  and  the  oppor- 


tunity to  live  and  work 
with  them"  is  what  Dir- 
ector Alan  Shestack  says 
lured  him  to  the  Museum 
of  Fine  Arts.  "I  have  loved 
this  Museum  since  I  was  a 
student."  At  Harvard,  he 
did  graduate  work  in 
Northern  European  prints. 
His  career  has  been  wide- 
ranging.  It  began  at  the 
National  Gallery  of  Art  in 
Washington;  he  was  direc- 
tor of  the  Yale  University 
Art  Gallery  and  director  of 
the  Minneapolis  Institute 
of  Arts  before  returning  to 
Boston  in  1987. 

Proud  of  "the  number 
of  people  i  helped  enter 
the  museum  profession," 
he  understands  the  need  to 
give  curators  the  opportu- 
nity to  pursue  research 
and  scholarship  and  has 
instituted  a  sabbatical 
program,  funded  in  part 
by  the  Andrew  Mellon 
Foundation. 


Juliana  Cheney  Edwards  Collecti 

Mr.  Shestack  is  con- 
cerned with  making  the 
Museum  "user  friendly. 
I  want  to  reach  a  larger 
audience,  a  more  diversi 
fied  one."  He  is  also 
broadening  the  collection 
already  during  his  tenure 
the  Museum  has  made 
many  important  acquisi- 
tions, last  year,  the 
institution  acquired  morei 
than  1,000  objects.  "I 
believe  strongly  in  the 
purpose  of  the  institu- 
tion," he  says,  "and  I  hay 
gladly  taken  on  the  ad- 
ministrative challenge  in 
order  to  bring  it  into  the 
next  century." 

Above  all,  Mr.  Shestac; 
wants  to  communicate  hi; 
own  deep  enjoyment  of 
the  art.  "I  try  to  take 
some  time  each  day  to  ; 
walk  through  the  galler- 
ies," he  says.  "Objects 
turn  me  on.  I  want  to 
share  that  with  people." 


"Baptist  Medical  Center  i 
an  acute  care  hospital  with 
572  beds. ..and  we  treat 
about  100,000  patients  a 
year.  Our  medical  recordt 
department  works  24  hour 
a  day  to  transcribe  doctors 
reports  and  keep  our  patiei 
records  up  to  date." 

"So  we  can't  afford  to 
be  out  of  service  for  even 
few  hours.  Which  is  why 
we  were  looking  for  a 
dictation  system  that  was 
reliable. ..that  offered  us 
room  for  growth. ..and  that 
gave  us  the  service  we 
needed.  Dictaphone  was 
head  and  shoulders  above 
the  rest." 

"Today,  we  process 
routine  physicals  and 
medical  histories  in  four 
hours,  instead  of  4X  hours.' 
And  it's  all  because  of  our 
Dictaphone  system." 

"I  would  strongly 
recommend  Dictaphone. 
They  offer  outstanding 
service  and  support." 

At  Dictaphone,  a  Pitne 
Bowes  company,  customei 
satisfaction  is  a  commitmei 
that's  at  the  very  fiber  of 
our  business.  It  shapes  thi 
attitudes  and  actions  of  ou 
people.  And  it's  reflected 
in  the  quality  and  reliabilii 
of  our  products.  What's 
more,  we  back  it  up  with 
our  Customer  Satisfaction 
Guarantee."  For  more 
information,  call  l-SOO- 
MR  BOWES  e.xt  1045. 


"We've  reduced  the  transcription 
time  for  doctors'  reports  from 
48  hours  to  4... and  I 
give  Dictaphone  fto>Nes 


100%  credit." 


June  Bass 

Director,  Medical  Records 
Baptist  Medical  Center 
Jacksonville,  Florida 


Electron  gun  technology  may  not 
be  a  household  word ... 


Scientists  explore  the  atomic  world  with  our  electron  microscopes. 


Hitachi's  electron  gun  technology  (EGT)  affects 
your  life  in  ways  you  may  not  have  even  imagined, 
it  is  involved  in  the  advancement  of  medicme. 
Chemistry.  Aerospace.  Electronics.  Biotechnology. 
Computers.  New  materials. 

And  that's  a  short  list. 

In  iact,  this  technology  can  be  found  m  products 
ranging  from  electron  microscopes  to  super  pro- 
jection televisions. 

Hitachi  is  a  world  leader  in  electron  microscopy. 
As  the  greatest  secrets  of  the  universe  lie  withun 


the  realm  of  the  atomic  world,  our  efforts  herjM; 
made  a  profound  impact  upon  science.  EGT ; 
the  reason. 

It  allows  unprecedented  levels  of  resolut'n 
extremely  powerful  magnifications  —  an  elus^e 
combination  until  now. 

We  built  the  world's  most  advanced  eleciO: 
microscope.  To  give  you  an  idea  of  its  power 
imagine  discerning  a  grain  of  sand  on  the  ml 
From  your  back  porch. 

Closer  to  home,  our  dual  focus  EGT  sysl 


'1991  Hit.ithi  Ltd  Tokyo,  J.ip.m  All  rights  reserved      The  in>.et  above  leli  shows  a  highly  m^gnilied  image  of  Liliaceac  (lily)  pollen     TV  picture' 


. . .  but  it's  showing  up  in  more  and 
more  households. 


Our  bright  and  vivid  Ultravision  TVs  are  out  of  this  world. 


ible  for  the  exceptionally  sharp  and  bright 

found  on  Ultravision,  our  super  projection 

he  first  television  to  deliver  850  lines  of 

m.  An  incredible  feat. 

don't  think  of  us  solely  for  electron  gun 

Dgy.  We're  a  US$45  billion  international 

don*  With  290,000  employees.  And  over 

products  —  everything  from  optoelectronic 

id  circuits  to  electric  shavers. 

laps  more  importandy,  Hitachi  is  synony- 

ith  outstanding  quality  and  reliability. 


Which  is  even  more  reason  to  keep  our  name  on  the 
tip  of  your  tongue. 

*US$44,797  million,  net  sales  for  the  year  ending  March  31,  1990  US$1  =  ¥158, 

For  more  information  about  Ultravision.  call  toll-free 
1-800-HlTACHl. 
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ASIATIC  ART 


fetioUosa-  Weld  Colleaion 


Keith  Mcl^eod  Fund  (from  the  N,i$h 
&  Alice  Heeramaneck  CollectKiiij 


Upper  left:  Imperial  Botvl. 
Ch  'iiig  Dyiicjsty  (early  18th 
century). 

Upper  right:  Nicht  Aitack  on 
THh  Sanjo  Pai  aci  .  Japanese, 
2nd  half  of  the  13th  centtiiy. 

Lower  left:  Visnu  in  His 
Univfrsal  Form,  Nepalese, 
9th  -  1 0th  centiay. 

Lower  right: 

HfAD  OF  Aphrodhe,  Greek, 
circa  325-300  B.C. 


he  Asiatic  Department, 
under  curator  Wu  Tung, 
includes  objects  made  over 
three  millenia,  and  its 
territory  covers  almost  half 
the  globe,  from  India 
eastward.  Its  collections 
had  an  unlikely  beginning. 
In  1877,  while  the  bio- 
logist Edward  Sylvester 
Morse  was  searching  for 
unrecorded  varieties  of 
brachiopods  in  japan,  he 
bought  a  dish  in  the  shape 
of  a  shell,  and  he  discov- 
ered art.  He  began 
cataloguing  porcelain  as 
fervently  as  he  had  clas- 
sified shellfish.  He  also 
introduced  to  Japan  two 
other  Bostonians  who 
became  benefactors  of  the 
Museum:  Ernest  Fenollosa, 
the  department's  first 
curator,  and  Dr.  William 
Sturgis  Bigelow. 

A  former  student  of 
Fenollosa's,  Okakura- 
Kakuzo,  later  became 
curator  of  the  Department 
of  Asiatic  Art,  and,  with 
Ananda  Coomaraswamy, 
built  the  Indian  and 


Chinese  collections  as  well. 
Recent  gifts  of  Chinese 
works  of  art  from  Charles 
B.  Hoyt  and  the  Bernat 
family  maintain  the  quality 
of  the  MFA's  holdings. 

Today,  Anne  Nishimura 
Morse,  assistant  curator  in 
the  department,  is  begin- 
ning a  ten  year  project  to 
catalogue  the  Japanese 
objects,  with  a  grant  from 
the  Kajima  Foundation. 
Opening  a  13th  century 
scroll.  The  Burning  of  the 
Sanjo  Palace,  she  winds 
the  ribbon  carefully 
around  her  fingers.  "There 
are  certain  motions  that 
go  with  works  of  art," 
she  explains.  She  unrolls 
the  scroll  at  the  story's 
visual  pace:  onlookers 
gather,  the  soldiers  attack, 
flames  destroy  the  palace, 
women  suffocate  in  the 
well,  an  invader  scouts 
another  battle.  This  work 
makes  an  ancient  drama 
still  compelling;  the 
emotions  of  a  remote  time 
and  place  are  raw  and 
immediate. 


Francis  Bartlett  Donation  of  1900 

CLASSICAL  AR 

"Children  come  to  these 
galleries,"  says  Cornelius 
C.  Vermeule  III,  curator  ( 
the  Department  of  Clas 
sical  Art.  "This  is  the  firs 
place  in  the  Museum  the> 
visit."  The  foundations 
of  the  collection  were  laic 
by  a  Boston  expatriate, 
Edward  Perry  Warren.  A 
eccentric  who  wore  a  fez 
to  walk  the  streets  of  the 
English  country  town 
where  he  lived.  Warren 
prophesied  accurately  in 
1895:  "My  object  is  that 
the  Museum  should  in 
time  possess  one  of  the 
finest  Greek  collections  ir 
the  world." 
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thirty  years  ago.  The 
young  man's  sun  hat  hangs 
from  his  neck  with  a 
leather  lace  from  one  of  the 
curator's  old  ski  boots. 


EGYPTIAN  & 
ANCIENT  NEAR 
EASTERN  ART 

"People  may  think  Egypt 
is  a  dead  civilization,  but  it 
certainly  isn't  dead  here," 
says  Rita  Freed,  curator 
of  the  department.  A 
potted  papyrus  flourishes 
beside  her  office  window. 
Most  of  its  44,000  objects 
came  directly  from  ex- 
cavations the  MFA  and 
Harvard  jointly  sponsored, 
and  along  with  the 
unpublished  records  of 


Mycerinus  and  His  Queen, 
Egyptian,  4tb  Dynasty, 
2599-2571  B.C. 


MFA  Expedition 

many  of  these  seasons, 
they  present  an  invaluable 
record  of  the  past.  Orga- 
nizing these  records  is  one 
of  Dr.  Freed's  priorities. 


Associate  Curator 
Timothy  Kendall  has  been 
piecing  together  one  of  the 
expeditions'  most  signifi- 
cant discoveries:  the 
remains  of  the  Kingdom 
of  Kush  in  the  Sudan.  In 
the  eighth  century,  the 
Kushite  kings  ruled  Egypt. 
Their  origins  are  un- 
known, as  is  the  reason 
why  the  Egyptians  so 
readily  accepted  their  dom- 
ination. Kendall  realized 
that  although  the  art  of 
Kush  was  Egyptian  in 
style,  Kush  was  an  African 
civilization  of  great  so- 
phistication. The  MFA's 
treasure  is  unique;  it 
brings  to  life  a  culture 
that  has  been  forgotten,  or, 
at  best,  misunderstood,  for 
more  than  two  thousand 
years. 


y 


This  is  Kaizen. 

The  Japanese  character  symbolizing  small, 
gradual  improvements  over  time— 
the  antithesis  to  unpredictable  change. 


1 


To  some,  these  brush  strokes  are  a  work  of  art. 
For  us,  they  embody  the  art  of  work.  It's  simple. 
It's  what  we  do  everyday  at  Fidelity  Investments. 


Fidelity 
Investments  < 


bet  the  toZ^^l^^S^^S^,:;^, 

Uis  stylish  and  sop        ^  p^^er  disc 
condtoomng,  to" 


I 


otGMCorP- 
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EUROPEAN 
PAINTINGS 


ier  van  der  Weyden 
mish,  16th  century).  Saint 
i  Painting  the  Virgin. 


Clockwise  from  above:  Vincent  van  Gogh  (Dutch,  IS^  i  -  /  ,S'90j.  Postman  Joseph  Rovli\  .iiid 
Lullaby:  Madame  Augustine  Roulin  Rocking  a  Cradle.  Diego  Rodriguez  de  Silva  y  Vehiztjuez 
(Spanish,  1599-1660).  Don  Baltasar  Carlos  With  a  Dware. 


o 


The  Museum  is  rich  in 
interior  landscapes  as  well;  introspection 
is  a  deep  New  England  trait. 

W.  Turner  (English,  177S-1851).  The  Slave  Ship. 


asterpieces  in  the  Museum's 
collection  include 
Rogier  van  der  Weyden's 
exquisite  St.  Luke  ?ai}iting 
the  Virgin,  and  Edvard 
Munch's  anxious  and  lovely 
white  night.  Summer 
Night's  Dream.  To  many 
people  the  Museum  of  Fine 
Arts  is  synonymous  with 
the  Impressionists;  their 
works  are  only  part  of  what 
Peter  C.  Sutton,  the  Mrs. 
Russell  W.  Baker  curator  of 
European  Paintings,  calls 
"one  of  the  most  complete 
collections  of  French  1 9th 
century  painting  m  an 
American  museum." 

Bostonians  loved  France; 
the  Boston  pamter  William 
Morns  Hunt  and  the  Im- 
pressionist Mary  Cassatt  led 
visiting  compatriots  to  the 
studios  of  French  artists  like 
Millet  and  Manet. 


Bostonians,  familiar 
with  Thoreau  and  Emerson, 
needed  no  guides  to 
Monet's  work.  With  their 
evocative  observations 
of  nature,  his  paintings 
appealed  to  Boston's 
transcendentalist  heritage; 
an  interest  in  landscape  — 
and  seascape  —  is  evident 
throughout  the  collection. 

The  Museum  is  rich  in 
interior  landscapes  as  well; 
introspection  is  a  deep 
New  England  trait.  But  no 
paintings  are  more  closely 
identified  with  the  MFA 
than  Renoir's  Dance  at 
Bougival  and  Monet's  La 
Japonaise.  Two  beautiful, 
dancing  women,  images  of 
gaiety,  they  embody  art's 
power  to  delight,  and  they 
symbolize  the  pleasure 
Bostonians  continue  to 
take  in  art.  75 


MFA  BOSTON^ 


Flowers  from  all  over 
the  world  are  in 
eternal  bloom  throughout 
the  Museum 
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Above:  Sir  Edward  Coley 
Bunte-Jones  (Britain,  1833-98). 
Detail  from  the  painting  Hope 

Left:  Jan  van  Hnysum 
(Dutch,  1682-1749). 
Vase  of  Flowers  in  a  Niche 

Below:  Robe  (Furisode)  Japan, 
Edo  period 
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Paging  Receivers 

:e  automation  (oa) 

♦nit  'i/p^writers 
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Linear  ICs 

CMOS  Consumer  ICs 
Standard  Logic  ICs 
Semicustom  ICs  (ASIC,  ASSP) 
Discretes  (TR,  MOSFET,  LD) 


Mini  Computers 
SYSTEMS 


PC  LAN 

PC  Terminals 
X  —  Terminals 
Network  tnterfoce  Units 
VAN 

Factory  Automation 
Building  Automation  Systems 
Artificial  Intelligence 


Semiconductors 

Computers  &  Systems 

Gxisumer  Electronics 

CIRCUIT  DESIGN  AND 

COMPUTERS 

COLOR  TV 

PROCESSING  OF 
SOPHISTICATED 
SEMICONDUCTORS 

PC/XT 
PC/AT 

100"  LCD  Projection  TV 
Digital  TV,  ID/ED/HD  TV 

DRAMs 

286  PC 

VCR 

SRAMs 

386  SX/DX  PC 

Hi-Fi  VCR 

NV  Memory 
(EEPROMs,  Mask  ROMs) 

Specialty  Memory 

(FIFO,  VRAM,  Cache  Memory) 

Micro  Products 

(MPRs,  Chipset,  RISC,MICOMs) 

486  PC 

Laptop  PC 

Notebook  PC 

Workstations 

Super  Micro  Computers 

Multi-system  VCR 

Double-Deck  VCR 

Camcorder 

(8mm,  Hi-8,  VHS-Full) 

AUDIO 

Hi-Fi  Stereo  Systems 
A/V  Components 
CDP/LDP/DAT 
HOME  APPLIANCES 


Microwave  Ovens 
Washing  Machines 
Refrigerators 
Air  Conditioners 
Vacuum  Cleaners 


Innovation  is  in  our  power 


3ur  divisions,  one  vision, 
t  Samsung  Electronics  we  are  able 
ng  together  a  wide  diversity  of 
ience  and  a  great  depth  of  nesoutxes 
;  company. 

his  capability  has  made  Samsung  a 


world  leader  in  high  quality  fiber  optics. 
Telecommunications.  Semiconductors. 

It  is  also  inspiring  new  developments 
in  the  fields  of  artificial  intelligence,  ISDN, 
and  satellite  communications. 

With  our  combined  resources  and 


expertise,  we  not  only  have  the  powe 
to  achieve. 

We  have  the  power  to  innovate. 

4§  SAMSUIMG 

Electronics 

Technology  that  works  for  life 


JVIFAnBOSTON 


Milxirii  KiJiulik,  Miiseiiin 
benefactoi  and  {right}  The 
New  Nlckiaci-  by  William 
McGregor  Paxton  (American, 
1869-1941). 


AMERICAN 
PAINTINGS 

he  Museum's  unparalleled 
holdings  document  in 
extraordinary  depth  the 
history  of  American 
painting.  "The  Depart- 
ment's two  great  collec- 
tions, the  M.  and  M. 
Karolik  Collection  and  the 
William  and  Saundra  Lane 
Collection,  were  both 
acquired  over  a  very  short 
time,  and  they  were  both 
formed  ultimately  to  be 
given  away,"  explains 
Theodore  E.  Stebbins,  Jr., 
John  Moors  Cabot  curator 
of  American  paintings. 

Maxim  Karolik  was 
one  of  the  Museum's  most 
colorful  benefactors.  He 


Zof  Oliver  Shcnnan  Collectiou 


A  CREW  WITH  A  VIEW 

They're  The  McLaughHn  Group.  Each  with  a  view 
that's  contentious  and  contagious.  (Clockwise  from  left) 
Jack  Germond,  Eleanor  Clift,  John  McLaughlin, 
Fred  Barnes,  Morton  Kondracke.  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

THE  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 


We  bring  good  things  to  life. 


was  a  Russian  tenor,  wh( 
supported  himself  by 
entertaining  at  parties.  F 
married  Martha  Codmar 
thirty-five  years  his  elder 
With  the  advice  of  the 
Museum  staff,  the 
Karoliks  bought  anything 
American  of  artistic  meri 
drawings,  furniture  and 
folk  art,  and  paintings. 
Their  pioneering  collectii 
radically  altered  the 
public's  perception  of  thi 
quality  of  American  art 
and  the  breadth  of 
American  imagination. 

William  H.  Lane  also 
built  a  collection  when 
few  understood  the  valu 
of  early  20th  century 
American  art.  In  the 
1950s,  Lane  began  buyi 
in  New  York  City.  Whe 
he  bought,  he  had  only 
two  requirements:  that  t 
work  be  of  the  highest 
quality  and  that  it  fit  int( 
the  back  of  his  station 


78 


I  FA  BOSTON, 
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arles  Sheeler  (American, 
Jj- 1 965).  View  of  New 

\iK. 


^he  Lanes'  donation 
)f  75  objects,  when 
zombined  with  the 
existing  collection, 
Mr.  Stebbins  says, 

"gives  the  MFA 
he  most  important 

collection  of 
\merican  paintings 

in  the  country. " 


Gift  of  the  William  H.  Lane  foiindatinii  and  M.  and  M.  Karolik  Ciillection,  by  exchange 


wagon  so  he  could  drive  it 
back  to  Massachusetts. 

The  Lanes'  donation  of 
75  objects,  when  combined 
with  the  existing  collection, 
Mr.  Stebbins  says,  "gives 
the  MFA  the  most  impor- 
tant collection  of  American 
paintings  in  the  country." 


Above:  Stuart  Dams 
(American,  1894-1964). 
Hot  Still  Scape  lor  Six 
Colors-7th  Ave.  Style. 

Lower  left:  John  Singleton 
Copley  (American  1738-1815). 
Watson  and  the  Shark. 


American  chest-on-chest, 
Salem,  Massachusetts,  1 796. 


t  of  Mrs.  George  von  Lengerke  Meyer 


AMERICAN 
DECORATIVE 
ART 

n  the  Museum  of  Fine 
Arts,  the  American 
experience  comes  alive  as 
nowhere  else.  Here  you 
can  find  objects  built  by 
the  first  settlers  as  well  as 
the  magnificent  furniture 
of  the  18th  and  19th 
century  master  craftsmen 
of  Boston,  Salem,  Rhode 
Island  and  Connecticut. 
Flere  is  silver  by  Paul 
Revere  and  other  great 
New  England  artisans. 

The  collection  expresses 
the  individuality  and  the 
sense  of  possibility  which 
are  the  wellsprings  of  this 
country's  vitality.  To- 
gether with  the  American 
paintings,  the  collections 
form  a  picture  of  this 

79 


HOW  FUJITSU 
HELPS  MCI  CHANGE 
THE  WORLD. 

MCI  Communications  Corporation  is 
the  long-distance  telephone  company  that 
changed  the  world.  It  did  it  by  coming  up, 
back  in  the  early  1970's,  with  a  big  idea. 
The  idea  was  to  offer  long  distance  service 
that  was  less  expensive,  yet  more  flexible, 
responsive  and  efficient  than  anything  that 
had  ever  been  offered  before. 

FACED  ENORMOUS 
CHALLENGES 

The  company  faced  enormous 
challenges  and  obstacles  to  realizing  its 
dream,  but  with  great  determination  it  suc- 
ceeded. And  in  succeeding  it  changed  the 
perception  of  millions  of  people  regarding 
what  a  telecommunications  company  could 
do.  It  also  opened  up  the  telecommunica- 
tions industry  to  a  whole  new  wave  of 
vibrant  competition.  And  then,  as  country 
after  country  saw  the  electrifying,  energiz- 
ing consequences  of  deregulating  their 
telecommunications  industries,  it  ex- 
panded throughout  the  world.  Today  MCI 
is  a  giant,  with  a  $7  billion  network— one 
of  the  most  sophisticated  in  the  world— 
and  operations  in  50  countries.  And  it  is 
growing  very  fast. 

PARTNER  IN  SUCCESS 

MCl's  partner  in  success,  almost  from 
the  start,  has  been  a  company  that  has 

Fujrrsu 

The  global  computer  &^  communications  company. 


broken  through  barrier  after  barrier  in 
telecommunications  technology  ultimately 
developing  for  MCI,  and  other  customers, 
some  of  the  most  advanced  lightwave 
fiber  technology  on  earth— technology 
that  has  enabled  MCI  to  leapfrog  all  its 
competitors.  The  name  of  the  company  is 
Fujitsu.  It's  a  global  powerhouse  in  com- 
puters and  communications,  a  visionary 
force  that,  with  115,000  employees  and 
operations  on  every  continent,  is  leading 
the  charge  in  the  worldwide  computer  and 
communications  revolution— changing  the 
world  wherever  it  goes.  And  helping  its 
customers  change  the  world,  too. 


Mr.  Richard  T  Liebhaber  (right).  Executive  Vice 
President  and  Group  Executive  of  MCI  Communica- 
tions Corporation  and  Paul  Tobey  of  Fujitsu  at  Fujitsu's 
head  office  in  Tokyo  Mr  Liebhaber  says  that  Fujitsu's 
remarkable  technological  progress  has  been  instru- 
mental in  MCl's  success.  For  information  call  Fujitsu 
America.  Inc  Transmission  Division  at  1-800-777-FAST 
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country's  past  unique  in  its 
completeness  and  variety, 
as  well  as  in  its  beauty. 

Jonathan  L.  Fairbanks, 
the  Katharine  Lane  Weems 
curator  of  American 
Decorative  Arts,  has  con- 
tinued building  a  record  of 
the  many  facets  of  this 
country's  civilization, 
extending  the  "temporal, 
regional,  and  ethnic  basis" 
of  the  collection.  He  looks 
with  an  inclusive  eye, 
gathering  from  across  the 
country  examples  of 
American  artistry  and 
craftsmanship. 

The  department  also 
collects  work  of  con- 
temporary artisans  as  well: 
ceramicists,  wood  turners, 
glassmakers,  silversmiths. 
Like  the  best  American 
objects,  whatever  their  pe- 
riod or  provenance,  these 
objects  are  both  functional 
and  visionary. 


Below:  Attrib.  to  John  or 
Hugh  Fiiilay  (American, 
1777-1851  and  1781-1831). 
Grecian  Couch  1820-1840. 

Lower  left:  Horatio  Greenough 
(American,  1805-1852).  Arno. 

Lower  right:  Pablo  Picasso 
(Spanish,  1881-1973).  Li 
Taiireav,  three  lithographs. 


PiTCHiR,  Rookwoocl  Putteiy  Co. 
(1860-1960)  and  Gorham 
Manufacturing  Company  (1831-) 


Gift  iif  Mr.  and  Mrs.  Amos  B.  Hostetler,  Jr.,  Anne  and  Joseph  P.  Pellegrino.  Mr.  and  Mrs. 
Peter  S.  Lynch,  Mr.  Wtlham  N.  Banks,  Eddy  G.  Nicholson,  Mr.  and  Mrs.  John  Lastai'ica, 
Mr.  and  Mrs.  Daniel  F.  Morley,  and  Mary  S.  and  Edward  J.  Hohiies  Fund 


"I  have  loved  this 
museum  since  I  was  a  student. ''' 

Alan  Shestack,  Director,  M¥A,  Boston 


PRINTS, 
DRAWINGS  &  ') 
PHOTOGRAPHS 

he  department's  curator, 
Clifford  Ackley,  trained  a; 
a  painter  and  printmaker 
"I  am  a  generalist,"  he 
says,  and  his  exhibitions 
"slices  of  the  collection" 
—  illustrate  how  graphic 
work  intimately  and 
tellingly  reflects  the  world  }f 
"I  would  like  to  think 
that  an  artist  walking 
through  one  of  my  exhibi 
tions  would  come  away 
with  an  idea,  something 
to  try,"  he  says. 

His  resource  is  one 
of  the  greatest  study 
collections  in  the  world, 
containing  over  half  a 
million  works  on  paper. 


Arthur  Trac  t  i  alml  Fund 
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Information  technology  is  supposed  to 
make  your  people  more  productive, 
your  company  more  competitive.  The 


time  zones  and  languages.  The  key? 
We  develop  a  system  that  gets  all  your 
desktops,  minicomputers,  mainframes. 


lems  of  our  customers,  by  improving 
the  performance  of  big  companies 
and  small  companies  and  governments 


IS  YOUR  COMPUTER  SYSTEM  LIKE  A 
NEW  YORK  CITY  APARTMENT? 


operative  words  being,  supposed  io. 
Because  many  computer  systems  never 
come  close.  (If  yours  did,  would  you 
be  reading  this  ad?)  At  Bull,  we  open 
the  locks  that  isolate  computers  and 
get  in  the  way  of  people  using  and 
sharing  the  information  they  need.  And 
because  we're  a  global  company, 
we've  opened  them  across  borders. 


what  have  you,  working  together.  We 
take  what  you  have  and  combine  it 
with  what  you  need.  Protecting  your 
investment,  eliminating  waste,  control- 
ling costs.  Giving  you  the  freedom  and 
flexibility  to  meet  future  challenges. 
Because  once  we  open  Worldwide 
the  locks,  the  locks  stay 
open.  By  solving  the  prob- 


Bull 


Information 


Systems 


everywhere,  we've  become  one  of 
the  largest  suppliers  of  information 
technology  in  the  world.  For  informa- 
tion coll  1-800-233-BULL,  ext.  2200. 
Or  in  Canada  1-800-268-414  4. 
Because  an  open  door  is  always  better 
than  a  closed  one.  Unless, 
of  course,  you  happen 
to  live  in  New  York  City. 


n 


We  solve  the  toughest  problems  in  the  world. 
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Jasper  Johns 
(American,  b.  1930). 
0  Through  9. 


Gift  of  Mrs.  Frederick  B.  Deknatel, 
The  Bruce  A.  Beal,  Enid  L.  Beal,  atnd 
Robert  L.  Beal  family  foundation 
and  Anon.  Gift 


Francisco  Goya  (Spanish, 
1746-1828).  Tnt  Colossus. 


Eleanor  Sayre,  the  depart- 
ment's curator  emeritus, 
pioneered  exhibitions  that 
explored  artists'  inten- 
tions; her  shows  on  Diirer, 
Rembrandt,  and  Goya 
(the  MFA  has  the  best 
collection  of  his  graphic 
work  outside  of  Spain) 
are  classics. 

The  department 
actively  collects  photo- 
graphs, as  well,  and  has 
built  a  comprehensive 
collection  of  early  and 
contemporary  images.  It 
has  always  bought 
contemporary  graphics 
and  drawings.  Collectors 
often  begin  their  careers 
by  buying  prints,  and 
Ackley  works  closely  with 
many  of  them,  continuing 
another  long-standing 
department  tradition. 
"Everybody  says  that  col- 
lectors learn  from  curators, 
but  it's  often  the  other 
way  around." 


Winslotv  Homer  (American,  1836-1910).  The  Adirondack  Guide. 


Its  post-graduate 
internship  program  is  one  of  the 
best  in  the  world. 


Pam  Hatch  field,  conservator,  working  on  a  piece  of  the  Museum's 
newly  acquired  gamelan. 


RESEARCH  AND  CONSERVATION 


Mm.i  tl.  Wadlcifih 


ost  of  the  problems 
relating  to  works  of  art, 
according  to  Arthur  Beale, 
director  of  research,  fall 
into  three  categories: 
environmental  issues  (how 
varying  conditions  affect 
materials);  methods  of 
conservation  —  for 
instance,  how  to  preserve 
the  wood  of  the  Museum's 
19th  century  gamelan,  a 
60-piece  Indonesian 
orchestra;  and  detective 
work  —  when  was  this 
made.''  how?  Is  it  a  fake? 

The  Museum's  lab- 
oratory was  one  of  the 
first  in  the  country;  it 
continues  to  be  highly 


respected  and  is  considen 
one  of  the  most  techno- 
logically sophisticated.  Iti  ^ 
post-graduate  internship 
program  is  one  of  the  bes 
in  the  world.  Conserva- 
tion and  research  have 
become  indispensible 
aspects  of  scholarship,  an 
the  labs  work  closely  witi 
curators.  Reinterpreting 
the  collection  —  retelling 
Its  stones  —  is  one  of  the 
most  exciting  aspects  of 
the  Museum  today. 
"There  are  lifetimes  of 
work  here,"  says  conserv 
tor  Pam  Hatchfield,  and 
there  are  also  lifetimes 
of  discoveries. 


iaii 
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(Hio  just  fit 
lainf icime  Power 
I  a  pizza  box? 
>ata  GenercJ  presents 

ieAViiON7000 
nd  8000  systems, 
leady  for 
elivery  today!) 


:  ve 

just  sliced 
mainframe 
power 
down  to  size, 
Data  General's  AViiON  7000  and  8000  systems 
have  117  MIPS  of  mainframe  power  that  fits  in  a  pizza  box! 
That's  right.  The  brains  of  these  next-generation  Open  Systems 
occupy  the  same  space  as  your  basic  large  pie.  Thanks  to  our  new 
lisk  array  technology,  you  can  get  an  amazing  48  gigabytes  of  storage 
on  fault  tolerant  disks.  Best  of  all,  this  mainframe  power  is  yours 
for  a  price  starting  at  less  than  $100,000 
and  it's  available  right  now!  And  we  don't  scrimp  on  software. 

These  binary  compatible  UNIX-based  systems 
support  all  the  leading  databases, 
business  applications  and  communications  soft  Aare, 
Through  advanced  symmetric  multiproces:.ing, 
AViiON  offers  large  scale  commercial  system 
performance  that  used  to  take  up  a  whole  room. 
With  both  our  AViiON  Open  Systems  or  our 
ECLIPSE  Family,  Data  General's  22  years  of  mastering 
technology  has  been  making  life  easier  for  a  lot  of  people. 

Now  it's  your  turn.  For  more  information  call 


DATA  GENERAL  CORPORATIOTi 


1-800-DATAGEN 

Life  just  got  a  whole  lot  easier! 


Above:  A  Pair  of  Bhacelets. 
Late  Hellenistic  or  early 
Roman  Imperial,  1st  century 
B.C. 


A  Calyx-krater  (used  to  mix 
wine  and  water)  from  Apulia, 
about  375  B.C. 


]obn  Singer  Sargent  (American,  18S6-1925).  The  Dal  chieks  ui 
Edw  ard  Darley  Bon. 


Donatella  (Florentine,  1386-1466).  Madonna  of  the  Clouds. 


Gift  of  hstln-r  D.  Andentm.  Fdilh  jitJ 
Harvey  Hundy,  Snz.iiiiic  Dii'ursky. 
Leon  Leiy,  losephnic  L.  Murrjy, 
Maurice  feinpeUimiii,  Linily  T.  and 
Cornelius  C.  Vermeule,  Slielhy  White 
and  Florence  and  Leonard  Wolsky:  and 
John  H.  and  Ernestine  A.  Payne  Fund. 


Gift  of  Quincy  Adams  Shaw  through  tjiiincv  A.  Shair  Ir 
Mrs.  Marian  Shaw  Haughton 


and 
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ike  most  great  institution  |i 
'  the  Museum  of  Fine  ArtS  w 
reflects  its  city  and  its 
times.  Its  architecture  — 
the  measured  columns  of  J: 
the  Evans  Wing  and  the  | 
simple  granite  expanse  ol 
the  West  Wing  entrance 
is  reserved.  Boston  has 
never  been  a  flamboyant 
city,  but  behind  its  sober 
facades,  intellectual  and 
aesthetic  passions  have 
always  flourished; 
eccentricity  and  diversity 
are  welcomed  and  thrive. 

The  Museum's  founde 
believed  in  the  moral  vali 
of  art;  today,  as  art  is 
increasingly  equated  with 
money,  it  is  easy  to  forgej 
its  real  worth.  Art  is  the  j 
distillation  of  experience: 
the  tenderness  of  a 
Donatello  sculpture,  or 
Monet's  portrait  of  his 
wife  and  daughter,  the 
terror  of  The  Burning  of 
the  Sanjo  Palace.  It  is  the 
magic  of  a  line;  it  is  the 
sensual  shape  of  a  vase,  oi 
an  Indian  sculpture. 

Through  art  we  learn  ] 
not  to  mistrust  differences 
but  to  celebrate  them.  j 
The  Museum  of  Fine  Artsi 
exists  because  these  lesso 
and  pleasures  belong  to 
everybody.  They  are  the 
stuff  of  life. 


The  text  nf  this  special 
adi'ertistng  section  ivas  written 
by  Deborah  Weisgali.  an 
expert  on  the  arts.  Her  work 
has  appeared  in  The  A  tlantic 
The  New  York  Times 
Magazine,  and  Connoisseur. 

Photos  supplied  by  MFA 
Boston  Photographic  Services, 
Department. 
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luclear-generated  electricity  saves  moi%  oil  each  day 
than  we  used  to  import  from  Iraq  and  Kuwait. 


Iith  more  than  100  operating  nuclear  plants 
lis  country,  nuclear  electricity  cuts  U.S.  oil 
orts  by  740,000  barrels  eveiy  day  That's 
e  than  the  oil  we  imported  from  Iraq  and 
/ait  before  hostilities  broke  out  last  August, 
luclear  energy  is  a  major  reason  why 
tiic  utilities  here  burn  much  less  oil  than 


they  used  to.  In  1973, 17%  of  Ameiica's  elec- 
tricity came  from  oil,  while  only  47(  came 
from  nuclear.  Today,  oil  provides  4'7f ;  nuclear 
energy  generates  over  209c. 

But  America  still  imports  about  half  the 
oil  it  consumes— the  equivalent  of  four  huge 
supertankers  of  foreign  oil  every  day. 


We  need  more  nuclear  plants— to  meet 
America's  growing  electricity  demand,  and  to 
bolster  our  independence  from  dangerously 
unstable  energy  sources. 

For  more  information,  write  to  the  U.S. 
Council  for  Energy  Awareness,  P.O.  Box 
66080,  Dept.  ST26,  Washington,  D.C.  20035. 


Nuclear  energy  means  more  energy  independence. 


II  USCEA 


NBC  IS  NO  lONGER 
A  FEATHER  IN  GE'S  CAP 


Ratings  and  ad  revenue  are  down,  and  GE  may  put  it  on  the  block 


R; 
1 


obert  C.  Wright  has  grown  accus- 
tomed to  the  japes  from  David 
Letterman  and  Johnny  Carson. 
On  NEC's  Late  Night,  Letterman  rou- 
tinely refers  to  the  president  of  the  net- 
work and  his  bosses  as  "those  weasels 
from  GE."  NBC  and  its  parent  company, 
General  Electric  Co.,  are  fodder  for  Car- 
son, too.  When  he  couldn't  get  a  set  of 
plastic  teeth  to  chatter  recently  on  the 
Tonight  Show,  Carson 
joked:  "NBC  probably 
cut  out  the  chatter." 

Wright  endures 
the  sniping  stoi- 
cally: "All  I  ask 
is  that  it's  fun- 
ny. And  by  and 
large,  it's  very 
funny."  One 
thing  he's  not 
smiling  about  is 
NBC  Inc.'s  recent 
performance.  "The 
network  is  not  making 
a  return  on  investment," 
says  Wright,  who  once  ran 
GE's  financial  services  arm. 

Until  this  year,  the  compa- 
ny's 1986  purchase  of  NBC's 
parent,  RCA  Corp.,  for  $6.3  bil- 
lion seemed  to  be  paying  off 
handsomely.  Riding  the  huge  popularity 
of  programs  such  as  The  Cosby  Show 
and  Cheers,  NBC  regularly  topped  the 
ratings  and  raked  in  more  profits  than 
either  CBS  Inc.  or  Capital  Cities/.A.BC  Inc. 
AGING  HITS.  Now,  though,  the  network  is 
reeling.  The  recession  has  depressed 
business:  In  1990,  NBC's  revenues  fell 
4.6%,  to  $3.2  billion,  while  operating 
profits  plunged  217',  to  $477  million.  This 
year  looks  even  worse.  The  war  cost  NBC 
$55  million  in  extra  news  costs  and  lost 
ad  revenue.  Meanwhile,  the  network's 
ratings  have  slid  because  it  has  found  no 
replacements  for  Cosby  and  other  aging 
hits.  Even  more  troubling  is  the  competi- 
tion for  viewers  and  ad  revenue  from 
cable  and  other  media,  which  threatens 
the  future  of  all  three  networks. 

No  wonder,  then,  that  industry 
sources  say  GE  is  shopping  NBC  around. 
Rumors  have  the  parent,  which  is  based 
in  Fairfield,  Conn.,  courting  a  major  Hol- 


lywood movie  studio  as  a  buyer.  One 
company  insider  reports  GE's  investment 
banking  subsidiary,  Kidder,  Peabody  & 
Co.,  is  studying  various  ways  to  dispose 
of  the  network.  "If  there  was  a  way  to 
unload  it  right  now,  there's  no  one  in 
Fairfield  who  wouldn't  jump  at  the 
chance,"  says  the  executive,  who  has  at- 
tended some  of  the  Kidder  strategy  ses- 
sions. Another  top  investment  banker 


also  says  GE  is  looking  for  a  buyer. 

Wright  describes  such  talk  as  "purely 
speculative."  He  says  GE  Chairman  John 
F.  Welch  Jr.  has  not  asked  him  to  come 
up  with  any  plan  to  sell  off  NBC.  But 
Wright  acknowledges  he  wants  to  keep 
all  his  options  open.  And  he  confirms  he 
has  listened  to  proposals  about  NBC's  fu- 
ture from  Kidder  and  three  other  invest- 
ment banking  firms. 

A  sale  of  NBC,  if  it 
took  place,  would  re- 
quire lots  of  patience 
and  creativity.  For  one 
thing,  the  effects  of  the 
recession  would  dampen 
the  price  that  NBC  could 
fetch  right  now.  What's 
more,  the  Federal  Com- 
munications Commis- 
sion effectively  lowered 
the  value  of  NBC  by  re- 
cently refusing  to  free 


up  another  key  source  of  income 
three  networks. 

NBC  and  its  rival  networks  had  b| 
lobbying  the  FCC  to  rescind  regulati| 
that  allow  Hollywood  producers  insti 
of  the  networks  to  reap  profits  fa 
reruns.  The  Cosby  Show,  for  exami 
earned  $600  million  when  it  was  syj 
cated  in  1986 — more  than  the  entire  pj 
it  of  GE's  broadcast  division.  But  inl 
Apr.  9  ruling,  the  FCC  left  in  place  ml 
of  its  restrictions.  One  is  that  if  a  md 
studio  buys  a  network,  the  studio 
feits   syndication   rights   to  progr^ 
aired  by  that  network. 
SPIN-OFF?  The  networks  are  appealj 
but  Wright  holds  out  little  hope  fo 
quick  reversal.  So  far,  the  FCC  ruling  I 
cooled  the  studios'  interest.  For  exlj 
pie.  Paramount  Communications  K.. 
which  recently  lured  away  NBC's 
gramming  guru,  Brandon  Tartikoff,  h 
said  to  be  discussing  a  merger  with 
network.  But  Paramount  Chairman  IV  ■ 
tin  S.  Davis  now  says:  "It's  a  figmen.r 
somebody  else's  imagination." 

One  widely  discuan 
strategy  to  make  m 
networks  more  attc- 
tive  to  studios  isie 
evade  the  legal  ^ 
straints  placed  j 
them.  If  NBC 
duced  its  pri 
time  program 
from  the  curipi 
21  hours  a  wei 
to  under 
hours,    the  It 
would   no  loiiji 
define  it  as  a  it- 
work.  So  a  stiie 
could  buy  NBC  v.  fa- 
out  forfeiting  iy 
syndication  revenue.  Wright  says  sue!  i 
plan  doesn't  make  sense  because  5C 
would  lose  the  ad  revenue  from  two  je 
nings  of  prime-time  shows,  while  il 
bearing  most  of  the  costs  of  a  full  it 
work.  Selling  to  a  studio  may  not  be  it 
only  option:  Another  plan  being  stU(Jt 
by  Kidder  would  spin  off  NBC  as  a  sia- 
rate  public  company. 

The  network  c;'l 
blame  all  its  trouble;)! 
more  competition  or  d 
eral  interference,  pi 
one  thing,  NBC's  lackis 
ter  new  programni| 
has  loosened  its  hg 
grip  on  ratings  supiB 
acy.  Since  the  1985 
season,  the  network  a 
lost  its  wide  lead,  fir  b 
ing  last  season  in  a 
tual  dead  heat  with  4' 
and  CBS.  Worse,  it  ji^ 
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Ibssing  back  a  little  M 


J&B  Scotch  Whisky.  Blended  and  bottled  in  Scotland  by  Justerini  &  Brooks,  fine  wine  and  spirit  merchants  since  1749. 

..    .  ■     .    .         J&B  BlendBd  Scotch  Whisky,  «%& 40%  Ale.  by  \fel,JmporJ«J  b^ 


Just  a  reminder: 

No  one  ever  ran  up  an  expense  account 
during  an  MCI  conference  call. 


You've  seen  it  all  before.  The  parts 
manager  from  Cleveland  who  orders 
lobster  thermidor  as  an  appetizer.  The 
sales  group  from  California  that  throws 
an  intimate  party  for  125  of  their  best 
prospects.The  marketingVP  who  thinks 
it's  good  for  the  company's  image  to  be 
seen  in  a  stretch  limousine. 

All  can  be  avoided  with  MCI  Forum!'' 
You  can  talk  with  five,  ten.  twenty,  up  to 
1 ,000  people  at  once,  no  matter  where 
they  are.  Just  make  one  call,  reserve 


your  time,  and  our  MCI  Forum  operaj 
do  the  rest. 

We'll  contact  each  party,  connecj 
everyone  within  10  minutes.  If  not,  t\ 
call's  free.* 

If  people  don't  know  where  they'l 
at  the  designated  time,  they  can  joir| 
call  by  dialing  your  company's  permi 
nent  800  number.  This  exclusive  senl 
is  called  Personal  800  Meet  Mer' 

What's  more,  your  conference  ca. 
can  be  arranged  almost  immediatehl 


■  Offer  valid  4/  J/91-6/50191  Af^sunies  each  participant  is  immediately  available  for  eacti  call.  Applies  only  to  domestic  Dial  Out  conferences. 


"sa  day,  with  our  ASAP  Calling.  You'll 
t  perfect  for  those  rare  emergencies 
happen  so  frequently  in  business 
edays. 

ou  don't  have  to  be  an  MCI  long  dis- 
e  customer  to  use  MCI  Forum, 
just  have  to  pick  up  the  phone  and 
1-800-383-8883  to  find  out  more, 
hould  you  need  further  reason  to 
/ICI  Forum,  stop  reading  this  ad,  and 
:  taking  a  look  at  your  employees' 
mse  reports. 


MCI  Forum 
Conference  Calling 

1-800-383-8883 

Guaranteed  in  10  minutes.  Or  free. 


CHINA  TRADE  EXPO  '91 

Jacob  K.  Javits  Convention  Center 
655  W.  34th  St.,  New  York,  N.Y.  10001 

June  14  -  19,  1991 

Opening  Hours: 
1:00  PM  -  5:00  PM,  June  14,  1991 
10:00  AM  -  5:00  PM,  June  15  -  19,  1991 

Opening  Ceremony: 

11:00  AM  -  1:00  PM,  June  14,  1991 

Organized  By: 

China  Chamber  of  International  Commerce  (CCOIC) 
China  Council  for  the  Promotion  of  International  Trade  (CCPIT) 
International  Pacific  Exhibition  Inc.  (USA) 

For  Information,  Please  Call  (212)  219-9325 

China  Trade  Expo  '91  has  made  it  possible  for 
you  to  deal  directly  with  over  120  exhibitors  from 
municipalities  of  Beijing,  Shanghai,  Tianjin  and  23 
provinces,  more  than  half  of  China  for 
Importing  and  Exporting. 

Major  exhibits  on  display:  Metallurgical  products,  non-ferrous 

metals,  metals,  minerals,  tools,  chemicals,  machinery, 
equipments,  home  appliances,  building  &  packaging  materials, 
light  industrial  products,  stationery,  sporting  goods,  textiles, 
silks,  arts  and  crafts,  porcelain,  native  produce  and 
animal  by-products,  rugs,  etc. 
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partnerships  to  revenue  bonds  and  more.  When  the  Bank  Says  No! 
gives  you  the  financial  options  you  need  to  survive  and  thrive  in  the 
fiscally  cautious  '90s. 

Al  your  local  bookseller.  Or  call  toll-free  1-800-2-MCGRAW  now. 
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lost  its  edge  among  the  younger  vie\ers 
that  advertisers  crave.  The  average  ige 
of  NBC  viewers  rose  from  40  to  42  vSle 
ABC's  stayed  at  38.  Rival  network  exai;- 
fives  say  that  in  the  upcoming  seahi, 
ratings  erosion  could  cost  NBC  as  nph 
as  $100  million  in  ad  revenue  comp:je'i 
to  last  year.  NBC  v/on't  make  predict^.s 
but  acknowledges  it  faces  a  tough| 
vertising  climate. 

Tartikoff's  departure  won't  help: 
42-year-old  programmer  is  widely  cr 
ed  with  NBC's  dazzling  success  in 
1980s.  But  media  buyers  have  doi,i- i 
that  Tartikoff's  successor  and  foriei  / 
deputy.  Warren  Littlefield,  will  be  |lt 
to  match  Tartikoff's  record.  Even 
Tartikoff  at  the  helm,  NBC  didn't  pro^ 
a  hit  last  season.  The  network, 
unveiled  its  new  shows  on  May  23, 
extensively  overhauled  its  program 
schedule  for  next  season.  Offering; 
elude  F)  csh  P)  ince  of  Bel  Ai)-  and 
cmd  Order,  two  shows  from  last  se; 
that  had  strong  appeal  to  younger 
ers,  and  The  Ad  rent  u  res  of  Mark 
Brian,  a  situation  comedy  about 
Los  Angeles  disk  jockeys. 
TOUGH  TACTICS.  "I  kiiow  it  looks  li 
rucky  year,"  admits  Tartikoff,  wh| 
staying  at  the  network  long  enoug 
fine-tune  next  season's  program 
But  he  insists  that  the  schedule  "ha: 
smell  of  victory."  Indeed,  NBC  got  o: 
a  promising  start  in  the  recent 
sweeps  period  with  a  convincing 
over  .-\BC  and  CBS. 

While  Tartikoff  tinkers  with 
schedule,  Wright  has  been  paring  c 
all  around  the  network — shuttering 
reaus  at  NBC  News  and  making  life  1 
for  Hollywood  producers.  Two  yi 
ago,  for  example,  NBC  refused  to  mi 
ABC's  .$70  million  offer  for  St€ 
Bochco,  who  created  NBC's  hit  si 
L.  A.  Law.  So  Bochco  left  for  . 
where  he  produced  another  hit,  Do 
Howser,  M.  D.  "The  way  GE  does  1: 
ness  may  be  suited  to  making  jet 
gines  and  refrigerators,  but  they  hav 
made  many  friends  in  this  town,"  i, 
Grant  Tinker,  the  producer  who 
NBC's  chairman  until  the  GE  takeove 

Wright  is  unapologetic  about  the  ' 
ny-pinching.  He  says  NBC's  costs  are 
vestige  of  an  era  when  the  netw(  F-Siti 
commanded  90' of  the  viewing  audi( 
and  the  lion's  share  of  TV  ad  revej 
"If  we  can't  get  our  programming  c 
down  considerably,"  he  says,  "we  ei 
get  another  source  of  revenue,  or  w( 
out  of  business.,"  Such  pessimism  is 
tainly  warranted.  So  for  now,  Wr|?t 
will  keep  cutting.  The  big  question  if 
whether  he'll  find  a  way  to  turn  ht 
peacock  network  over  to  another  keei!|.;'-'tw 
Bij  Ronald  Grorer  in  Los  Angeles  ^  - 
Mark-  Landler  in  New  York- 
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>  a  Business  Week  Book  Club  member,  you  II  save  up  to  50%  off  the 

jblisher's  prices  on  a  wide  selection  of  quality  books  carefully  chosen  to  meet 
lur  needs.  Every  3  or  4  weeks,  members  receive  the  Club  bulletin,  together 
th  a  dated  Reply  Card.  If  you  want  the  Mam  Selection,  do  nothing— it  will  be 
lipped  to  you  automatically.  If  you  want  another  selection,  or  no  book  at  all, 
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ig  Savings  and  Bonus  Books.  Discounts  can  run  as  high  as  50%  on  every 
)0k  you  buy,  and  you're  automatically  eligible  for  our  Bonus  Book  Plan,  which 
lows  you  savings  of  up  to  80%  off  the  publisher's  price, 

isy  Terms.  Your  only  obligation  is  to  buy  two  more  books  at  regular  Club  prices 
jnng  your  first  12  months  of  membership,  after  which  you  enjoy  the  benefits 
membership  with  no  further  obligation. 

Our  Guarantee. . .  If,  because  of  late  delivery  of  the  bulletin,  you  receive 
a  Mam  Selection  you  don't  want  you  can  always  return  it  at  our  expense. 
In  fact,  if  any  selection  ever  fails  to  meet  your  expectations,  you  can  return 
it  for  a  complete  refund ...  no  questions  asked. 
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IF  DELTA'S  GOING  TO  MAKE  A  MOVE, 
irS  NOW  OR  NEVER' 
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The  airline  is  learning  that  risk-taking — not  just  friendly  service — is  key  to  winning  overseas 


Thomas  K.  Stewart,  Delta  Air  Lines' 
point  man  in  Berlin,  wasn't  wor- 
ried when  Delta's  inaugural  flight 
67  took  off  from  Berlin's  Tegel  Airport 
on  May  3  headed  for  Atlanta,  via  Ham- 
burg. After  all,  it  was  the  culmination  of 
years  of  meticulous  planning. 

Delta  had  carefully  nurtured  the  Ham- 
burg market  before  adding  the  Berlin 


spur.  It  had  crunched  numbers,  pam- 
pered German  tour  operators,  and  gen- 
erally proved  to  itself  that  it  could  turn 
a  profit  long  before  flight  67  ever  rolled 
onto  the  runway.  The  new  218-seat 
Boeing  767  widebody  had  only  52  pas- 
sengers aboard  when  it  lifted  off  from 
Berlin.  But  after  boarding  travelers  at 
Hamburg,  it  headed  west  over  the  At- 


KKIN 


lantic  virtually  full.  "Not  bad  for 
first  week  here  in  Berlin,"  saj 
pleased  Stewart.  Not  bad  at  all 

Call  it  the  tortoise  approach.  A 
13  years  after  its  first  internati 
flight.  Delta  Air  Lines  Inc.  will  foi 
first  time  crack  the  $1  billion  ma: 
overseas  revenue  this  year.  Slo 
painstakingly.  Delta  has  built  up 
vice  to  17  European  and  Asian  des 
tions.  And  unlike  the  yo-yo  experi 
of  many  U.  S.  carriers  overseas, 
ta's  international  routes  have  1 
consistent  money-makers. 
OPEN  EARS.  But  these  days,  mere  ] 
its  may  not  be  enough.  After  mo 
of  shakeout  in  the  airline  industrylif 
race  is  on  among  the  survivors  tc»v 
pand  overseas  by  snapping  up  fan.' 
carriers'  assets.  Because  of  aggresiv; 
route  purchases,  overseas  revenue] 
both  United  Airlines  Inc.  and  A 
can  Airlines  Inc.  already  dwarf  De| 
(chart).  And  unless  the  Atlanta  cai 
comes  out  of  its  shell  soon,  it  coul 
left  in  the  dust.  Says  Standan 
Poor's  Corp.  analyst  Philip  Baggi 
"It's  now  or  never." 

Delta  Chairman  Ronald  W.  Alle: 
pears  to  be  listening.  On  May  1 
led  a  Delta  entourage  to  Taiwa 
schmooze  with  government  offi, 
and  kick  off  an  uncharacteristi 
bold  strategy  in  the  Pacific:  buildi 
hub  operation  in  Taipei  as  earh 
next  year.  In  the  Atlantic,  Delt 
pondering  much  more  dramatic  ac 
By  midsummer,  the  49-year-old  I 
is  likely  to  bid  for  major  piece 
what's  left  of  bankrupt  Pan  Am  ( 
He's  also  talking  to  Carl  Icahn  a 
pieces  of  the  financier's  trou 
Trans  World  Airlines  Inc. 

Talk  about  cultural  uphea^ 
Change  comes  slowly  at  tradition 
Delta,  which  so  far  has  done  not 
more  radical  in  the  international  a 
than  to  cut  marketing  agreements 
Swissair  and  Singapore  Airlines  L1 
pacts  bolstered  by  mutual  5%  ec 
stakes.  More  than  a  decade  after  d( 
ulation.  Delta  executives — most  of  t 
homegrown— still  cling  to  the  n( 
that  market  share  comes  second  to  ( 
ational  efficiency  and  people  skills 
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'  hewing  to  a  disciplined  regimen  of 
ig  new  planes  during  good  times 
bad,  Delta  maintains  one  of  the 
gest,  most  fuel-efficient  fleets  in 
ndustry.  By  selling  its  used  planes 
emium  prices,  it  earned  nearly  $500 
)n  in  capital  gains  over  the  past  de- 
which  helped  pay  for  expansion, 
to  that  a  loyal  business-customer 
lured  by  its  steady  service,  and  Del- 
is historically  forged  solid  profits, 
now,  the  deliberate-growth  program 
ginning  to  show  its  limitations, 
ieed,  as  Delta  officials  launch  or 
service  in  Berlin,  Copenhagen,  and 
kfurt  this  spring,  a  United  727  is 
I  already  at  the  gate.  With  its  acqui- 
1  last  fall  of  Pan  Am's  London 
hrow  routes,  United  was  able  to  ex- 
service  to  the  Continent  practically 
light.  American,  already  an  aggres- 
European  player,  is  also  expanding 
eathrow  now  that  the  Transporta- 
Dept.  has  cleared  its  purchase  of 
s  London  routes. 

PICKINGS.  Both  moves  were  risky 
lecessary.  Although  U.  S.  domestic 
ic  has  stalled  in  recent  years  and 
expected  to  improve  soon,  overseas 
!S  are  projected  to  continue  growing 
°/c  or  more  a  year.  Moreover,  the 
ow  of  opportunity  may  soon  slam 
Routes  for  sale  are  limited,  and 
European  governments  permit  in- 
led  competition  only  grudgingly  for 
state-owned  carriers.  Delta's  fu- 
growth  may  depend  on  providing  its 
!stic  passengers  with  the  overseas 
sctions  United  and  American  offer, 
n't  afford  to  lag  too  far  behind, 
en  narrowing  the  gap  will  take 
Delta  now  serves  Taipei  with  a 
e  daily  flight,  from  Portland,  Ore., 
Ii  first  stops  in  Seoul  and,  from  Tai- 
continues  on  to  Bangkok.  The  car- 
lopes  to  connect  flights  from  sever- 
S.  cities  through  Taipei  and  on  to  a 
1  or  more  Asian  cities.  First,  how- 
it  must  gain  landing  rights 
a  host  of  often  uncooperative 
rnments. 

diy  enough,  only  hours  before 
I's  Pacific  strategy  was  an- 
ced,  Chairman  Robert  L.  Cran- 
told  shareholders  at  the  annual 
ing  of  AMR  Corp.,  American's  par- 
that  he  was  convinced  there  was  no 
t  to  be  made  in  building  hubs  in 
an  or  Korea.  The  most  lucrative 
in  Asia  is  Tokyo,  where  fares  are 
?r,  but  United  and  Northwest  Air- 
Inc.  have  that  all  locked  up.  "Delta 
led,  I  guess,  to  go  out  there  and  lose 
!y  for  a  while,"  says  Donald  J. 
'1,  executive  vice-president  for  fi- 
e  and  planning  at  AMR.  "Maybe 
re  more  optimistic  than  we  are." 
I  insists  that  it  can  make  money 
time  with  a  Taipei  hub,  largely  be- 
5  the  modern  McDonnell  Douglas 


MD-U  planes  it  would  use  on  the  routes 
are  just  the  right  size  for  the  traffic. 

In  Europe,  Allen  was  caught  flat-foot- 
ed by  United  and  American.  United  al- 
ready offers  passengers  service  between 
Europe  and  United's  gateways  in  New 
York,  Washington,  Los  Angeles,  San 
Francisco,  and  Seattle.  Delta,  in  con- 
trast, serves  Europe  with  nonstops  pri- 
marily from  Atlanta,  along  with  limited 
service  from  Cincinnati,  Dallas-Fort 
Worth,  and  Orlando. 

In  Germany,  that  works  to  Delta's 
advantage.  Just  across  the  tarmac 
at  Frankfurt-Main  International  Airport 
is  the  U.  S.  military's  sprawling 
Rhein-Main  air  base.  Delta's  hub  in  At- 
lanta, of  course,  is  in  the  heart  of  a 
heavy  concentration  of  military  installa- 
tions. So  it  gets  a  steady  flow  of  service 
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people  and  dependents  from  Germany. 

It's  a  nice  niche.  But  for  millions  of 
other  travelers,  Atlanta  is  not  a  logical 
destination.  That's  where  Pan  Am  comes 
in.  By  picking  up  Pan  Am's  international 
rights  from  New  York,  Delta  would  ac- 
quire its  first  overseas  gateway  in  the 
Northeast,  where  its  domestic  feeder 
network  is  already  strong.  It  could  also 
add  flights  to  cities  in  Eastern  Europe 
by  using  Pan  Am's  grandfathered  rights 
at  its  Frankfurt  hub.  In  South  America, 
Pan  Am's  routes  would  put  Delta  head- 
to-head  with  American,  which  bought 
Eastern  Air  Lines  Inc.'s  Latin  America 
system  last  year.  As  for  TWA,  it  offers 
routes  between  New  York  and  Southern 
Europe.  And  Delta  covets  twa's  London- 
Baltimore  route,  which  could  be 
switched  to  Orlando,  funneling  sun-seek- 
ers to  Disney  World. 
COMPANY  MAN.  Allen  declines  to  discuss 
acquisition  plans,  and  he  disputes  the 
notion  that  Delta  is  under  the  gun.  "Our 
plans  are  unfolding  as  we  choose  to  un- 
fold them,"  he  says.  "We're  not  striving 
to  be  the  biggest  in  the  world,  just  the 
most  profitable."  Nonetheless,  W.  Whit- 
ley Hawkins,  whom  Allen  recently  pro- 
moted to  president  from  executive  vice- 
president  for  marketing,  asks  the 
question  out  loud:  "Are  we  going  to  bel- 
ly up  to  the  bar?  All  [Pan  Am  assets  for 
sale]  have  some  appeal  to  us." 

Now  in  his  fourth  year  as  chairman, 
Allen  has  spent  his  entire  career  at 
Delta,  starting  out  in  the  personnel 
department  after  graduating  from 
hometown  Georgia  Institute  of  Tech- 
nology with  an  engineering  degree.  He 
has  been  extremely  frugal  with  Delta's 
cash.  Last  fall,  he  had  a  chance  to  snap 
up  Continental  Airlines  Inc.'s  lucrative 
routes  to  the  South  Pacific  but  eventual- 
ly balked  at  the  price.  This  time,  though. 
Delta  will  probably  bid.  For  all  his  cau- 
tion, Allen  has  shown  he's  willing  to 
shake  up  the  status  quo  when  he  thinks 
he  must.  He  was  a  subtle  but  persuasive 
behind-the-scenes  orchestrator  of  Delta's 
1986  timely  acquisition  of  Western  Air 
Lines  Inc.  Delta's  then-chairman,  David 
C.  Garrett  Jr.,  initially  opposed  the  idea. 

Another  acquisition  would  obviously 
increase  Delta's  leverage,  which  is  al- 
ready a  hefty  74'/f  of  total  capital  when 
off-balance-sheet  airplane  leases  are  in- 
cluded. And,  says  Allen,  over  the  next 
several  years,  he'll  spend  at  least  $2  bil- 
lion a  year  on  terminals  and  new  planes. 
On  the  other  hand.  Delta  gained  consid- 
erable elbow  room  by  netting  $476  mil- 
lion in  an  April  common-stock  offering. 
That  helps  cushion  the  blow  from  a  rec- 
ord $343.6  million  net  loss  during  the 
first  nine  months  of  its  current  fiscal 
year,  on  revenues  of  $6.6  billion. 

Integrating  either  Pan  Am  or  TWA 
workers  into  Delta's  mostly  nonunion 
culture  could  prove  trickier.  Delta  would 
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espfe  his  wealth,  Phinnias 
Pritchard  lived  in  a  small . 
hovel  within  the  bowels 
ofLondons  East  End.  ^ 
To  call  him  niiseriy 

ill  >  •  .  1  '  .'M 


wouia  De  ennreiy 
too  generous. 
Consider  this  illu- 
minating example : 


Rather  than  spend  a  half  penny  for  new  candles  like  everyone  else,  Phinnias  |liifiis 
w  ould  make  the  rounds  of  local  establishments,  scrape  the  tallow  drippings  from  old 
candleholders  into  a  sack,  and  later  melt  the  contents  to  make  new  candles.  On  one  par 
ticularly  productive  evening  he  collected  six  scrapings  from  a  pub,  four  from  a  butcher's 
shop,  twelve  from  a  church  abbey,  eight  from  a  neighborhood  inn,  ten  from  a  local 
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ckfighting  hangar  and  nine  from  a  cobbler's  shop.  Query:  If  it  takes  the  remains  of 
'cn  candles  to  make  one  new  candle,  and  if  one  candle  lasts  an  entire  night,  how  many 
I  nights  of  light  was  he  able  to  create  from  this  trip? 

Certainly  it's  hard  to  quarrel  with  Mr.  Pritchard's  motives.  Especially  in  this  era  of 
ered  recycling.  But,  one  could  legitimately  question  whether  he  was  receiving  an  ade- 
ate  return  for  all  the  effort  he  expended.  (Though  it  did  yield  in  excess  of  seven  candles.) 

One  could  also  question  what  all  of  this  has  to  do  with  Wyse. 

Believe  it  or  not,  quite  a  bit. 

Because— in  the  interest  of  ergonomic  reform— we  are  conducting  a  sort  of  recy- 
Tg  effort  of  our  own.  From  May  dirough  August  we  are  paying  $50  for  any  antiquated 
minal  traded  in  on  a  new  Wyse  WY-150,  WY-160,  WY-185  or  WY-370. 

Obviously,  we  don  t  actually  ^^^^^^^P  recycle  the  parts  into  our  new  termi- 


are  properly  dismantled  and  dis- 
pocket.  A  nice  return  for  very  little 


Is.  But  we  will  see  that  the  old  units  | 
sed  of,  then  recycle  $50  into  your  i 
3rt.  So  if  you  are  still  cursed  with    ^j^j^SiP^^  some  ergonomically  archaic  termi- 
Is,  here's  your  chance .  After  all,  -^^^v^^^^^s    having  shipped  over  diree  million 
minals  worldwide  in  the  past    i^^^^^^  decade,  we  know  a  little  about 
iv  to  build  new  ones.      thf  wv^k  uum^nMir  uu■unu^A  APT     «^  R4TP     Wliich  helps  explain  why 


are  able  to  offer  such 
ndard  terminals  with 


THE  WYSE  ERGONOMIC  REFORM  ACT:  $50  REBATE 
on  any  old  terminal  whi-n  puriliasin;^  ni-w  Wyse  WY-150,  WY-160, 
WY-185  or  WY-370  Terminals  Willi  advanced  ergonomics, 
higliesi  refresh  rales,  legendary  relialiilily 


a  broad  line  of  industry- 
a  combination  of  features 


d  ergonomics  unsurpassed  by  competitive  terminals.  User-comforting  ideas  like  our 
ique  detachable  keyboards  with  light-touch  keys  and  high  tactile  feedback.  Tilt  &  swivel 
)nitor  bases  and  higher  refresh  rates  plus  overscan  video  for  flicker-free  images.  All  at 
ce/performance  ratios  that  are  controller-comforting. 

Besides  being  the  largest  independent  terminal  company  in  the  world,  today 
^se  is  also  recognized  for  its  broad  line  of  PCs  as  well  as  its  multiprocessing  advanced 
terns.  Probably  because  we  provide  the  same  kind  of 
;onomics,  performance  and  aggressive  pricing  tliat  has 
ide  us  so  strong  in  terminals. 

By  now  the  attentive  reader  has  learned  two  things:  Mr.  Pritchard's  recycling 
)gram  netted  him  more  than  seven  candles  and  Wyse's  recycling  program  can  net  pur- 
asers  several  hundred  dollars  towards  the  industry's  finest  terminals. 

Don't  stop  now. 


For  more  information  about  Wyse  lerminals,  call 
your  local  distributor  or  call  us  at  1-800-GET  WYSE. 
We'll  send  you  our  new  Ergonomics  Handbook  and 
a  poster  of  more  mind-stretching  Cerebral  Aerobics. 
Just  to  help  keep  your  brain  flicker-free. 


^0  w-ipw]  0^  jnbnm  jnoin  ptmof tiao  nusjcjojd  jumi^midaj  jBwmjaj  tq  j»nsiw  ftn 


WYSE 


1 


Uj] 


e  Corooration 


I 


rather  take  no  workers,  but  to  make  a 
deal,  it  may  have  to.  Any  glitches  result- 
ing from  taking  on  people  or  planes 
would  be  exquisitely  ill-timed,  since  Del- 
ta is  planning  its  biggest-ever  ad  blitz 
this  fall,  playing  up  its  service. 

As  at  home,  Delta's  steady-as-you-go 
policy  has  won  kudos  from  travel  profes- 
sionals in  Europe.  They  appreciate  the 
U.  S.  carrier's  consistency  and  friendly 


service.  Unlike  American,  Delta  has  not 
pulled  out  of  a  single  European  market 
after  commencing  service.  And  that's  no 
small  matter.  At  the  1990  press  confer- 
ence in  Amsterdam  announcing  that  Del- 
ta would  be  flying  from  there  to  Atlan- 
ta, the  first  question  raised  from  a 
reporter  was:  "When  are  you  going  to 
leave?" 

The  answer  is  that  Delta  is  in  the 


international  arena  to  stay.  Nev- 
less,  Allen  will  have  to  quicken  hisiac 
Delta  has  earned  the  loyalty  of  itips 
sengers,  and  Allen  is  wise  to  pit 
that  franchise.  But  moving  like  iHx 
toise  works  only  if  you  go  wherjt. 
passengers  are  going. 

By  Chuck  Hawkins  in  Berlin,  witiff. 
Engardio  in  Hong  Kong  and 
Zellner  in  Dallas 
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WHIRLPOOL  GOES  OFF  OH 
A  WORLD  TOUR 


America's  No.  1  big-appliance  maker  is  bent  on  global  dominance 


Any  economics  textbook  will  tell 
you  how  an  oligopoly  works: 
First,  a  few  large  companies  cut 
prices  to  drive  smaller,  less  efficient 
competitors  out  of  business.  Then,  mem- 
bers of  the  oligopoly  start  raising  prices 
and  boosting  profits. 

But  reality  doesn't  always  conform  to 
textbook  definitions.  Just  ask  David  R. 
Whitwam,  chairman  of  Whirlpool  Corp., 
the  world's  largest  manufacturer  of  ma- 
jor appliances.  During  the  1980s,  Whirl- 


pool and  four  other  companies — General 
Electric,  Maytag,  Raytheon,  and  Electro- 
lux — increased  their  share  of  the  U.  S. 
appliance  market  from  70%  to  98%.  But 
competition  only  intensified,  and  prices 
failed  to  keep  pace  with  inflation. 

So  even  though  the  Federal  Trade 
Commission  recently  announced  that  it 
was  investigating  the  large  appliance 
makers  for  possible  price-fixing,  Whirl- 
pool's profits  have  been  under  pressure. 
While  revenues  have  jumped  a  healthy 


A  FULL 
ITINERARY 


BRANDS  Whirlpool, 
KitchenAid,  Roper,  Es- 
tate, Kenmore,  Inglis 
1990  SALES  $4.2  bil- 
lion; operating  profit: 
$271  million 


BRANDS  Philips/ 
Whirlpool,  Bauknecht, 
Ignis,  Laden 
1990  SALES  $2.5  bil 
lion;  operating  profit: 
$75  million 


LATIN  AMERKA 


BRANDS  Whirlpool, 
Acros,  Supermatic, 
Krolls,  Philips,  Bras- 
temp,  Semer,  Consul 
1990  SALES  NA;  loss  of 
$33  million 


BRANDS  Philips/ 
Whirlpool,  Whirlpool 
1990  SALES  $220  mil- 
lion; operating  profit:  0 
NA  =  not  available 
DATA  COMPANY  REPORTS 


65%  since  1986,  to  $6.6  billion  in 
earnings  slipped  61%,  to  $72  nm 
Over  the  same  period,  return  on 
holders'  equity  tumbled  from  16%  1 

That's  why  Whirlpool  is  expa 
overseas.  It  now  has  factories  or 
venture  partners  in  10  countries  a: 
the  globe,  and  it's  placing  high  hopi 
the  long  term  in  developing  cou 
(page  100).  But  the  big  push  is  i: 
rope.  In  1989,  Whirlpool  acquired  5 
Philips'  European  appliance  busine 
a  few  months,  it  will  pay  $600  r 
more  to  purchase  the  rest  of  the 
ture,  which  is  selling  appliances  i; 
rope  under  the  Philips/Whirlpool  r 

While  the  European  market  for 
ances  is  growing  much  faster  thai 
in  the  U.  S.,  Europe  won't  be  a  wh: 
Whirlpool.  The  appliance  busines 
buying  from  Philips  is  notoriously  : 
cient.  Whirlpool  has  a  daunting  m; 
ing  task,  too:  It  will  lose  the  right  t 
the  Philips  name  in  1999,  and  its 
brands  are  little  known  outside  the 
'NOT  ONE  SCREW  ALIKE.'  The  intern 
al  thrust  should  prove  a  good  long 
strategy  for  Whirlpool.  But  for  no\ 
acquisitions  have  put  pressure  on  p 
and  burdened  the  company  with  1 
debt.  And  there's  no  guarantee 
global  expansion  will  mean  higher 
its.  It  remains  to  be  seen  whetheSI 
fragmented  European  market  willlp 
Whirlpool  the  economies  of  scale  Id 
joys  in  the  U.  S.,  where  its  two  ]| 
make  more  than  50%  of  all  washer] 
dryers  sold. 

For  starters.  Whirlpool  is  puttinl 
poorly  run  Philips  operation  throi| 
heavy-duty  wash  cycle.  In  a  reorg; 
tion  that  began  in  October,  Whi 
transformed  a  hodgepodge  of  sale 
distribution  systems  in  13  countrieiii 
two  pan-European  operations.  Theih 
alienated  some  old-line  Philips  man^ 
who  didn't  like  the  change,  and  am 
ber  quit.  "Reorganizing  the  PhilipstK 
ation  hasn't  been  easy,"  says  RaU  i 
Hake,  Whirlpool's  controller. 

There's  plenty  of  room  for  imjOT 
ment  on  the  manufacturing  side  as?e 
Under  President  Jan  Prising,  Whibc 
International  is  attempting  to  cut  3S' 
by  standardizing  parts  and  mat(iai 
which  account  for  55%  of  the  totaefl; 
of  an  appliance.  When  Prising  arriifii 
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You  can't  help  but  notice  it.  Worse,  you  can't  help 
but  breathe  it.  That  brown-gray  haze  we've  often 
come  to  call  the  air  ^  You  know  the  major 
cause:  traffic.  What  you  may  not  know:  There 
are  solutions  that  will  let  us  drive  without  signifi- 
cantly polluting  the  air  ^  One  of  the  best  is  natu- 
ral gas.  Vehicles  that  run  on  clean  natural  gas 
reduce  carbon  monoxide  and  reactive  hydrocar- 
bons by  80%  —  which  helps  reduce  urban  smog. 
^  Someday,  we  may  all  be  driving  natural  gas 
cars.  Until  then,  natural  gas  is  the  ideal  fuel  for  fleet 
vehicles  —  buses,  taxis,  delivery  vans,  garbage 
trucks  and  the  like  —  that  return  to  a  central  depot 
every  night  to  be  fueled.  ^  In  fact,  nearly  30,000 
natural  gas  vehicles  are  in  place  now.  Thousands 
more  soon  will  be,  in  order  to  comply  with  the 
U.S.  Qovernment's  Clean  7\ir  mandate.  We  have  the 
natural  gas  here  in  North  7]merica.  We  have  the 
know-how.  But  most  important,  we  have  the  need. 


/ 
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PIGEON  POINT  LIGHTHOUSE  SAN  MATEO  COUNTY  CA 

PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a 
house,  saving  a  landmark, 
reviving  your  neighborhood? 

Gain  a  wealth  of 
experience  and  help 
preserve  our  historic  and 
architectural  heritage.  Join 
the  National  Trust  for 
Historic  Preservation. 

Make  preservation  a 
blueprint  for  the  future. 

Wnte: 

National  Trust 

for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


e  Corporation 


F'ebruary,  1990,  "there  wasn't  one  screw 
alike  in  the  washing  machine  made  in 
our  Schorndorf,  Germany,  factory  and 
the  one  made  in  Naples,"  he  says. 

On  top  of  it  all,  Whirlpool  will  have  to 
build  awareness  of  its  brand  in  Europe. 
"Whirlpool  may  be  a  great  name  in  the 
U.  S.,  but  it  cuts  no  ice  at  all"  in  Europe, 
says  John  A.  Kay,  director  of  the  Center 
for  Business  Strategy  at  the  London 
Business  School.  Whirlpool  is  now  in  the 
middle  of  a  $110  million  ad  campaign  to 
boost  consumer  recognition,  while  grad- 
ually phasing  in  the  Whirlpool  name. 

If  Whirlpool  can  sort  things  out,  it 
stands  to  benefit  from  an  expected 
shakeout  among  the  12  or  so  major  ap- 
pliance makers  in  Europe.  The  Conti- 
nent's No.  1,  Electrolux,  is  also  moving 
toward  pan-European  operations.  But 
with  more  than  40  brands  to  manage,  it 
must  struggle  for  the  kind  of  efficien- 
cies Whirlpool  hopes  for.  And  Whirlpool 
has  a  lead  in  Europe  over  U.  S.  rivals 
Maytag  and  GE,  which  have  focused  ex- 
pansion efforts  on  Britain. 

Steep  as  the  challenges  in  Europe  are, 


A  LITTLE  WASHING 
MACHINE  THAT 
WON'T  SHRED  A  SARI 


In  middle-class  neighborhoods  in  hi- 
dia,  people  called  dhobis  collect 
dirty  laundry  and  take  it  to  the  riv- 
er to  wash  against  the  rocks.  This  ritu- 
al has  been  repeated  for  generations. 

Whirlpool  Corp.,  however,  is  betting 
that  a  growing  number  of  young  pro- 
fessional couples  will 
opt  for  Western-style 
automatic  washing  ma- 
chines. Last  year,  a 
Whirlpool  joint  venture 
began  manufacturing 
compact  washers  with 
specially  designed  agi- 
tators that  won't  tan- 
gle saris,  the  flowing 
outfits  worn  by  many 
Indian  women. 
SMALL  POTATOES.  India 
isn't  the  only  country 
where  Whirlpool  is 
courting  an  emerging 
middle  class.  Variations 
of  the  same  machine, 
internally  dubbed  the 
World  Washer,  are  also  built  and  sold 
in  Brazil  and  Mexico.  And  Whirlpool  is 
eyeing  exports  from  those  factories  to 
other  Asian  and  Latin  American  coun- 
tries. Except  for  minor  variations  in 
the  controls,  the  three  versions  of  the 


Whirlpool  has  little  choice  but  to  ll 
overseas  for  growth.  Back  in  the  U| 
sales  of  major  appliances  skidded  89 
the  first  quarter  because  of  the  re^ 
sion.  And  the  recovery,  when  it  cor 
won't  eliminate  industry  overcapac 
fierce  price  competition,  or  pressurel 
manufacturers   from   large   custotr  %i 
such  as  Sears,  Roebuck  &  Co.,  wl  S. 
accounts  for  207^  of  Whirlpool's  safe 
"Too  much  capacity  and  consolidatioiW 
the  customer  base  swung  the  rela  le ' 
power  from  seller  to  buyer,"  says  Rl 
ard  C.  Billy,  an  analyst  with  Prudeiij 
Securities  Inc. 

In  Europe,  on  the  other  hand,  (^) 
14%  of  households  own  clothes  dr 
and  W/r  have  dishwashers.  And  the 
etration  rate  is  almost  zero  in  East! 
Europe.  All  in  all,  appliance  sales  she 
increase  4%  annually  during  the  nexi 
years  in  Europe,  compared  with  justl 
in  the  U.  S.,  says  Prudential  Securif 
Billy.  Little  wonder  that  Whirlpool 
willing  to  put  itself  through  the  wrinf 
By  Darid  Woodruff  in  Benton  Hai\ 
Mich.,  with  Fred  Kapner  in  Milan 


:5uena  idea 

^  ',-^--\rtgalarleamama  tina  nueva 

f  \  )  ^      lavadora  Acnoa.' 
-V^^  inocrees? 

ieie  iDtis  eilli  itnlllll: 
K-c.^..^™.  „ 


AN  AD  FROM  WHIRLPOOL'S 
JOINT  VENTURE  IN  MEXICO 


bare-bones  washer  are  nearly  t| 
same:  They'll  do  just  11  pounds 
wash,  about  one-half  the  capacity 
the  typical  U.  S.  model. 

It's  all  part  of  Whirlpool's  dream 
expand  into  markets  less  satura 
with  appliances  than  the  U.  S.  In 
near  term,  Europe  is  the  hot  tick 
"But  when  you  look  at  the  applia: 
market  worldwide,  much  of  the  gro 
is  going  to  come  in  Third  World  a| 
Asian  countries,"  says  Ralph  F.  Ha' 
Whirlpool's  controller.  Chairman  Da 
R.  Whitwam  wants  to  be  ready  w: 
simple,  affordable 
pliances  and  sales  nj 
works  when  those  m 
kets  take  off. 

At  the  same  time, 
wants  to  compete  n 
the  home  turf  of  riv 
such  as  Toshiba  Co 
and  Hitachi  Ltd, 
which  have  more  ex] 
rience  building  comp: 
appliances. 

By  Whirlpool's  st; 
dards,  the  World  Wa; 
er  is  small  potato 
The  machines,  whi 
sell  for  $270  to  $6 
are  initially  expected 
make  only  a  modi 
contribution  to  the  bottom  line.  E 
with  so  many  potential  customt 
around  the  globe.  Whirlpool  must 
ready  to  provide  an  alternative  to  t 
local  riverbank. 

By  David  Woodruff  in  Benton  Har 
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Tourists  tend  to  think  of  Holland 
as  a  countiy  of  windmills,  wooden  shoes 
and  cheese. 

Our  international  business  cus- 
tomers, however,  know  that  there's  an- 
other side  to  the  Netherlands.  They're 
familiar  with  us  as  an  international 
center  of  trade  and  distribution. 

Information  is  an  important  ex- 
change commodity.  And  PTT  Telecom 
Netherlands  is  one  of  the  world's 
leading  information  carriers. 

Offering  internationally  oriented 
business  customers  a  complete  range 
of  voice,  text,  data  and  video  commu- 
nications services. 

From  basic  transmission  facilities 
and  leased  lines  to  extensive  European 
networks  and  professional  round-the- 
clock  network  management.  ! 

Advanced  technology  and  a  high- 
quality  infrastructure  provide  a  solid 
basis  for  fast,  reliable  telecommuni- 
cations. 

Backed  up  by  such  traditional 
Dutch  values  as  flexibility  and  a  custom- 
er oriented,  down-to-earth  approach, 
these  qualities  make  it  possible  for  us 
to  offer  our  internationally  operating 
customers  comprehensive  solutions  to 
their  business  communications  needs 

Solutions  which  are  not  only 
efficient,  but  surprisingly  cost-effective 
as  well. 

For  more  information,  simply 
contact  our  International  Sales  and 
Consultancy  Department  by  calling 
+  31  70  343  64  00. 


telecom 

netherlands  • 


International  by  nature 


1990  Accomplishments 


National  Sales  Meeting  Notes 
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QlobafTnjst  Securmes 


1991  Sales  Projections 
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Additions  to  Mari(eting  Department 
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GiobaiTrust  Securdiea 


1991  Investment  Programs 


Bond  Trading  Seminars 
•Targeted  at  new  accounts  in 
Europe  and  Asia 

Financial  Planning  Direct  Mall 
•Directed  at  customer  base 
•Focused  on  retirement  strategies 


M  people  [0  see  things  your  m\\. 


Offer  good  In  U  S  and  Canada  only  while  supplies  last.  This  ad  was  created  witti  Aldus  PageMaker  and  Aldus  Persuasion.  The  companies  mentioned  in  the  samples  are  fictitious  and  are  used  for  Illustrative  purposes;  they  are  not  intended  to  represent  actual  compantv 
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Introducing  New  Aldus 
Persuasion  forW^indows. 

o  otker  presentation  software  is  as  automatic  as 
w  Persuasion  2.0  irom  Aldus.  But  wKat  exactly 
we  mean  by  automatic? 
Let  us  explain  tke  tkree  easy  steps.  Step  1:  Rck 
pre-desi^ned  AutoTemplates.  Step  2:  Put 
ur  tkou^Kts  into  tke  built-in  outliner;  Persua- 
m  instantly  formats  your  outline  into  fabulous 
isbed  visuals.  Step  3:  Now  print  overbeads, 
speaker  notes  or  band- 
outs.  Or  output  35mm 
slides.  Tkatsit. 

Yet,  Persuasion 
doesn  t  stop  tkere.  It  s 
k  a  complete  business 


nge  the  flow  of  your  presentation 
tfie  on-screen  slide  sorter. 


sucn  a  compi 
tool  tbat  it  also  includes 


word  processing,  drawing  tools,  ckurtin^  and 
^rapkin^  capabilities.  Plus,  it  allows  you  to  import 
word  processing,  spreadsbeet,  ^rapbic,  and  CGM  files. 
Witb  a  combination  of  features  like  tkese,  you 
can  easily  customize  or  create  your 
own  presentations.  And  tke  Wind  ows 
environment  makes  it  all  easy  for  you 
to  learn  and  use. 

Once  you  do,  you  11  want  to  call 
on  tke  powers  of  Persuasion  2.0 
every  day  for  any  type  of  meeting — 
formal  or  informal.  Sometkin^  tke  users  of  our 
award-winning  Nlacintosk  version 
kave  done  for  years. 

So  call  today  for  a  fi'ee  demo  disk 
or  a  $9.95  video  and  see  kow  success 

reative  Edge 

witk  new  Persuasion  2.0  is  automatic.         in  Business 
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For  a  free  demo 
disk  or  a  $9.95 
video,*  call  (800) 
333-2538,  Dept.50N 
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EDITED  BY  ANDREA  ROTHMAN 


RICHARD  CARRION:  PUTTING 

A  PUERTO  RICAN  BANK  ON  THE  MAP 


les  the  grandson  of  the 
1  founder  of  Puerto  Rico's 
largest  native  bani<,  Banco 
Popular  de  Puerto  Rico.  But  as 
a  child,  Richard  L.  Carrion 
dreamed  of  settling  in  the 
U.  S.  He  seemed  well  on  his 
way  after  earning  degrees 
from  the  Wharton  School  and 
Massachusetts  Institute  of 
Technology.  But  an  uncle  got 
him  to  try  a  job  at  Banco  Pop- 
ular; the  rest  is  historia.  "I 
never  expected  to  find  myself 
involved  with  the  family  busi- 
ness," he  says.  "Now,  I  can't 
picture  doing  anything  else." 

Carrion,  41,  is  much  more 
than  involved.  When  his  father 
retired  five  years  ago,  he  be- 
came chief  executive.  Now,  he  is  dramatically  reshaping  the 
98-year-old  bank,  both  in  Puerto  Rico  and  in  the  continental 
U.  S.  It  had  just  six  branches  on  the  mainland  when  he  became 
CEO;  Carrion  has  added  five.  Including  13  from  a  recent  aquisi- 
tion,  U.  S.  branches  represent  S'^?  of  Banco  Popular's  $9  billion 
in  assets,  a  figure  he  aims  to  increase  to  20%  within  five  years. 

Back  home,  he's  competing  aggressively  with  American 
banks  such  as  Citicorp.  In  late  1990,  he  acquired  his  largest 
competitor,  BanPonce,  a  move  that  boosted  assets  50%  and  is 
helping  him  vie  for  the  business  of  small  and  midsize  compa- 
nies in  Puerto  Rico.  The  results:  Bank  profits  for  1990  totaled 
$63.4  million,  up  12%  from  1989 — nearly  double  income  in  1986. 

When  not  playing  racketball,  Carrion  is  often  spotted  with 
his  four  children.  He  can  claim  it's  work:  He's  getting  the  next 
generation  of  potential  managers  off  to  a  good  start. 

By  Irene  Recio  in  Miami 


JOHN  CLANCEY:  PUSHING 
FULL  STEAM  AHEAD  IN  ASIA 


John  P.  Clancey 
may  be  based  in 
Seattle,  but  he 
knows  all  the  best 
running  routes  near 
Asia's  major  hotels. 
On  the  road  75%  of 
the  time,  the  fast-ris 
ing  shipping  execu- 
tive finds  time  to  get 
in  six  to  eight  miles 
each  morning.  And 
wherever  his  feet  carry  him,  Bangkok,  Beijing,  or  Surabaja,  he 
sees  signs  of  Japan's  economic  incursion.  There's  a  new  Mat- 
sushita Electric  Industrial  Co.  plant  near  the  Beijing  airport, 
for  example.  "Thailand  is  like  a  Japanese  suburb,"  he  adds. 

Clancey,  46,  isn't  intimidated.  Instead,  he  has  used  inter- 
Asian  business  to  make  Sea-Land  Service  Inc.'s  Pacific  Div.  a 
major  profit  center.  Since  becoming  division  head  in  1986,  he 
has  built  up  routes  not  only  to  and  from  Asia  but  also  between 


Asian  ports.  And  he  has  expanded  a  huge  terminal  in  pru 
Kong  and  opened  offices  in  China  and  Malaysia,  makingjedjj 
Land  one  of  the  few  U.  S.  companies  to  benefit  from  a  floi  , 
Japanese  and  Taiwanese  investment  in  Southeast  Asia,  j, 

Shipping  was  the  last  career  Clancey  had  in  mind.  At  Eai./ 
ria  College  in  Kansas  he  dreamed  of  studying  law.  But  ^• 
he  returned  from  service  in  Vietnam,  money  was  tight,  ;)  h 
chose  to  join  Sea-Land,  now  part  of  CSX  Corp.  He  work^ 
Japan  and  Taiwan  before  his  current  posting.  . 

Clancey's  efforts  have  yielded  impressive  results.  Aftdk 
ing  nearly  $30  million  in  1986,  the  Pacific  Div.  earned'jl. 
million  in  1990,  with  its  revenues  accounting  for  nearly  5^ 
Sea-Land's  $2.6  billion.  Clancey  is  pushing  full-steam  ahe;:. : 
April,  he  completed  a  vessel-sharing  deal  with  Danish  coia:: 
er-ship  company  Maersk  that  gives  Sea-Land  two  addiki' 
trans-Pacific  routes  and  doubles  to  16  its  routes  within  \&\- 
That  should  provide  him  with  some  fresh  jogging  trails. 

By  Don  Jones  Yang  in  SiU 


NANCY  BARRY:  STARTUP  MONEY 
FOR  ENTERPRISING  WOMEN 


When  she  was  at  Harvard 
business  school,  Nancy 
Barry  drove  classmates  crazy. 
From  age  16,  she  had  spent 
summers  working  for  her  fa- 
ther's management-consulting 
firm,  which  brought  her  into 
contact  with  scores  of  small 
and  midsize  businesses.  So 
whatever  her  class  was  study- 
ing, she  knew  about  it.  Says 
Barry,  now  41:  "I'd  raise  my 
hand  obnoxiously  and  say, 
'When  I  was  16,  I  did  a  study 
of  the  garage-door-opener 
market  in  California  . . . .'  The 
class  would  groan." 

Today,  Barry's  experience  is 
broader  still.  At  the  World 
Bank  for  15  years,  as  division 
chief  for  industry,  trade,  and 
finance  in  her  last  post,  Barry 
left  last  fall  to  become  presi- 
dent of  another  global  nonprofit  bank,  Uk;  Wumen's  'o: 
Bank.  The  11-year-old  WWB  is  a  far  cry  from  the  enoito 
World  Bank.  But  Barry  didn't  join  for  the  prestige.  kX 
World  Bank,  she  saw  an  intense  need  to  give  women  acc'.s 
credit.  Though  a  big  part  of  the  work  force  in  many  Indus 
many  women  lacked  collateral  to  get  loans  to  start  busini 
WWB,  with  50  affiliates  in  40  countries,  encourages  comm 
banks  to  lend  to  women  by  backing  75%  of  each  loan. 

Until  now,  WWB  has  concentrated  on  microenterprise 
the  average  loan  about  $200.  Barry  now  wants  to  pus 
liigger  businesses.  One  avenue:  the  export  market.  Ba 
working  on  forging  links  between  the  women  of  six 
American  countries  and  the  clothing  and  leather-goods 
nesses  of  Italy,  including  Benetton  and  the  Fendi  sister 
Eight  months  on  the  job,  Barry  can  boast  success:  By  s 
ing  foundations  and  corporations  she  knew  from  World 
days,  she  has  won  promises  of  an  additional  $12  million- 
capital  than  was  raised  in  wwe's  first  10  years.  And  sh 
already  visited  most  of  wWB's  50  affiliates.  Once  an 
swimmer,  Barry  now  has  a  new  sport:  "Running — to  ph 
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Predicting 
potential 
energy 
savings  and 
luaranteeing 
results  in 
writing. 


Johnson  Controls  implements 
new  energy  management 
strategies  for  35  Houston 
Public  Library  buildings  and 
guarantees  31%  cut  in  utility 
bills.  Library  pays  for  project 
from  savings  ($2.5  million 
over  five  years)  and  realizes 
net  positive  cash  flov\/ 
each  year 


Anyone  can  promise  to  save  you 
money.  Alliance  Energy  Services 
from  Johnson  Controls  can  tell  you 
how  much  and  guarantee  the 
results  in  writing. 

If  your  building  is  10  years  old  or 
more,  your  savings  could  be  signifi- 
cant. That's  because  your  aging 
energy-consuming  environmental 
systems  —  lighting,  heating,  venti- 
lating and  cooling  —  are  probably 
losing  their  efficiency  and  costing 
you  more  to  maintain. 

The  increased  efficiency  of  new 
state-of-the-art  systems  from 
Johnson  Controls  can  slash  your 
costs  dramatically. 

The  short  paybacks  and  excellent 
rates  of  return  on  these  projects  are 
often  attractive  enough  to  compete 
favorably  with  your  other  capital 
budgeting  projects. 


If  internal  funds  are  not  available, 
our  Alliance-Energy  Services  can 
provide  financing  tailored  to  your 
needs.  Johnson  Controls  offers  the 
widest  variety  of  lease/purchase 
agreements,  payment  options  and 
guarantees  of  anyone  in  the  business. 

Call  Johnson  Controls  today  at 
1-800-972-8040,  or  write,  Johnson 
Controls,  Systems  and  Services 
Division,  C19,  Milwaukee,  Wl 
53201-0423.  You  may  find  you  can 
save  more  than  you  expected. 


51991  Johnson  Controls,  Inc. 
JC9169C 
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ADVERTISING! 


THE  OVER-THE-HILL  GANG 
RIDES  AGAIN 


Many  of  Mad  Ave.'s  '60s  renegades  are  making  flashy  comebacks 


E! 


d  McCabe  and  George  Lois  have 
been  lobbing  cherry  bombs  into 
the  gentlemanly  world  of  advertis- 
ing for  three  decades.  So  it  was  no  sur- 
prise earlier  this  year  when  these  aging 
agents  provocateurs  once  again  raised 
the  hackles  of  competitors. 

This  time,  it  was  with  lapel-grabbing 
ads.  McCabe's  was  a 
full-page  newspaper 
spread  promoting  his 
new  agency.  Colleagues 
marveled  at  its  immod- 
est headline,  "A  Time 
Whose  Advertising 
Agency  Has  Come." 
Lois'  grabber  was  a  TV 
ad  for  Reebok  Interna- 
tional Ltd.'s  Pump  ath- 
letic shoe.  It  had  foot- 
ball star  Boomer 
Esiason  advising  view- 
ers to  "pump  up  and  air 
out"  as  he  lofted  a  pair 
of  Nike  Air  Jordan 
shoes  toward  the  TV 
camera.  Nike  Inc.  im- 
mediately protested 
that  the  ad  unfairly 
lampooned  its  spokes- 
men and  slogans. 
SMALL  SHOPS.  These 
aren't  just  flashy  ges- 
tures by  fading  stars. 
Thirty  years  after  they 
led  a  creative  revolu- 
tion on  Madison  Ave- 
nue, several  of  advertis- 
ing's mavericks  are  on 
the  move  again.  Some 
are  eschewing  large 
agencies  to  start  up 
tiny  shops  with  a  hand- 
ful of  adventurous  col- 
leagues and  clients. 
Others  are  winning  renown  for  daring 
ads  after  years  of  obscurity.  All  are  con- 
fident they'll  be  a  tonic  to  an  industry 
roiled  by  takeovers  and  enervated  by 
recession:  "This  is  a  business  that's 
starved  for  heroes,"  says  McCabe. 

That's  the  kind  of  remark  that  would 
normally  make  more  staid  ad  execs  roll 
their  eyes.  But  the  return  of  McCabe 
and  his  comrades  is  actually  winning 


some  kudos.  "Maybe  they're  taking  les- 
sons from  Nolan  Ryan  and  George 
Foreman,"  says  Philip  B.  Dusenberry, 
chairman  of  BBDO  New  York.  Like  them, 
Dusenberry  is  a  product  of  the  '60s  cre- 
ative revolution,  which  brought  a  new 
wit  and  visual  style  to  advertising. 
McCabe,  a  copywriter  who  coined  the 


V 

McCABE:  "THIS  IS  AN  INDUSTRY 
THAT'S  STARVED  FOR  HEROES" 


LOIS'  ADS  FOR  THE  REEBOK  PUMP  POKED 
NASTY  FUN  AT  THE  NIKE  CAMPAIGN 


WHERE  ARE  THEY  NOW? 


The  move  to  smaller  s 

hops  by  several  of  the  best-known  creative  directors 

Agency  in  1962 

Agency  In  1991 

AMIL  GARGANO 

Benton  &  Bowles 

Amil  Gargano  &  Partners 

GEORGE  LOIS 

Papert  Koenig  Lois 

Lois/GGK 

EDWARD  McCABE 

Benton  &  Bowles 

McCabe  &  Co. 

RONALD  ROSENFELD 

Doyle  Dane  Bernbach 

Unnamed  new  venture 

DATA:  COMPANY  REPORTS 

slogan  "it  takes  a  tough  man  to  make  a 
tender  chicken"  for  Frank  Perdue,  has 
opened  the  most  talked-about  new  agen- 
cy in  years.  Amil  Gargano,  an  art  direc- 
tor whose  ads  for  Hertz  Corp.  launched 
a  counterattack  against  Avis  Inc.  in  the 
early  '60s,  is  leaving  his  medium-size 
agency  to  open  his  own  boutique.  Ron- 
ald M.  Rosenfeld,  who  fashioned  a  new 
image  for  Jamaica  with  his  ads  for  its 


tourist  board,  left  his  agency  on  Majjej 
to  open  an  as-yet  unnamed  shop. 
Lois,  whose  slogan  "I  want  my  May 
became  part  of  the  cultural  lexicor 
producing  cheeky  ads  for  underJ 
computer  maker  Data  General  Corp] 

All  four  became  disillusioned 
their  past  success,  which  required  tH 
to  run  big  businesses  at  the  expensa 
writing  slogans  or  drawing  story boai 
McCabe  quit  his  $750  million  shop,  Sq 
McCabe,  Sloves,  in  1986,  to  competa 
the  grueling  Paris /Dakar  auto  ral 
Lois  barreled  through  four  agencies,! 
ten  dissolving  ties  with  his  partners) 
ter  acrimonious  disputes. 
PROUD  AND  PROFANE.  Now,  they're 
at  the  creative  end  of  the  business.  I 
say  the  economic  downturn  has  genel 
ed  demand  from  advertisers  for  bra 
through  commercii 
With  tighter  markelj 
budgets,  clients 
looking  for  agenc 
that  can  generate 
of  noise  without  lot 
money.  "Bad  times 
clients  to  explore  agj 
cies  like  this  one,"  s 
McCabe,  a  bluff 
year-old  who  sport 
tattoo  on  his  right  i\ 
arm. 

His  shop,  McCabd 
( 'o.,  has  won  $25  millj 
m  billings  since  operl 
Feb.  4.  Its  latest  pil 
was  the  $3  million  MlT 
I'll  Corp.  account,  a* 
lither  new  client,  le 
upstart  Rally's  ha- 
burger  chain,  chosdt 
over  such  establish 
ad  agencies  as  Jorci, 
McGrath,  Case  &  If- 
lor  Inc.  Says  Bruce  1 
Ley,  marketing  chieit 
Rally's  Inc.:  "Ed  haja 
history  of  working  vth 
entrepreneurs." 

Lois  has  brough' 
similar  zeal  to  his 
reer:  As  a  young  a" 
rector,  he  once  thr 
ened  to  jump  out 
window  when  a  el 
rejected  his  work, 
that  manic  dedication  that  led  ReeboB 
award  half  of  its  $40  million  accoun 
his  agency,  Lois/GGK.  Reebok's  Pi) 
badly  needed  a  jolt:  Sales  were  sufj 
ing  because  consumers  regarded  it  i 
as  a  gimmick  than  a  performance 
ture.  The  59-year-old  Lois,  whose  cl| 
presentations  are  often  a  study  in 
ative  profanity,  advised  Reebok  to) 
vive  the  shoe  by  taking  on  Nike's  { 
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EAT  DUST 


FME  riyWEEtt^THFH 


SubamLegacyl£Wagon 


senting  ACaiWeU  PiepaiedToTakeOnlllDiir  Fellow  DriveL 


Well,  at  least  some  people  give  you  fair  warning. 
3st  bad  drivers  don't.  They're  often  extremely 
ontaneous,  to  put  it  mildly. 
An  excellent  way  to  cope  with  some  of  their  worst 
)ses  is  the  Subaru  Legacy.™ 
It  has  an  advanced  full  time  four  wheel  drive  sys-  ^ 
Ti  that  helps  it  handle  sudden  turns  and  maneuvers  ; 
th  remarkable  assurance .  Exactly  ■  ■ 

lat  you '  d  expect  from  the  car  tSi 

We  built  our  reputation 

more  information  and  your  nearest  Subaru  dealer  call  1 800-284  -8584. 


maker  that's  offered  more  traction  to  more  people 
for  more  years  than  any  other. 

And  for  some  obstacles  that  even  the  agility  of  yi 
four  wheel  drive  can 't  sidestep ,  the  Subaru  Legacy  ..^ 
also  offers  the  controlled  stopping  power  of  sophistic 
cated  anti-lock  brakes.  'i 
Look  at  it  this  way  Since  the  next  guy  is  capable,; 
■      of  almost  anything,  shoiddn't  the- ■  :' 
^^HI^J®    same  be  true  of.your  next  car? 
hybuMmg  a  better  car  .  ,  V, 


e  Arts  Business 


Jordan  toe-to-toe.  The  camijaign,  which 
first  aired  on  the  Super  Bowl  XXV  tele- 
cast, features  athletes  such  as  Esiason 
mocking  Nike's  spokesmen.  "Boomer 
knows  something  that  Bo  don't  know," 
says  Esiason  in  one  spot,  snidely  allud- 
ing to  Nike's  popular  Bo  Jackson  com- 
mercials. Nike  complained  to  the  three 
networks  that  the  ads  made  unfair  use 
of  Nike's  spokesmen.  But  Reebok  says 
they  helped  inflate  sales  of  the  Pump 
from  63,000  pairs  in  the  first  quarter  of 
1990  to  1.92  million  in  the  first  quarter 
of  this  year. 

Billings  at  Lois/GGK  grew  35%  last 
year,  to  $120  million.  The  agency  had 
suffered  in  the  1980s  after  Unilever 
bought  perfume  maker  Faberge  Inc. 
and  promptly  yanked  its  ad  account. 

Like  Lois,  Gargano's  style  is  aggres- 
sive. His  ads  for  the  movie  channel 
Showtime,  for  example,  make  direct 
comparisons  to  rival  Home  Box  Office. 
Showtime's  $7  million  account  will  fol- 
low Gargano  from  his  old  agency,  Ally 
&  Gargano  Inc.,  to  his  new  venture, 
Amil  Gargano  &  Partners.  But  col- 
leagues also  prize  Gargano  for  such  du- 
rable campaigns  as  the  one  for  Federal 
Express  Corp.,  which  promised  letter 
delivery  "when  it  absolutely,  positively 
has  to  be  there  overnight." 

Gargano  found  he  was  able  to  create 
less  of  this  advertising  after  he  and  his 
partner,  Carl  Ally,  sold  their  agency  to 
Marketing  Corporation  of  America  in 
1986.  With  clients  such  as  Ralston  Pur- 
ina Co.,  MCA  brought  a  more  prosaic 
packaged-goods  focus  to  the  once-hot 
shop.  "I'm  not  interested  in  doing  con- 
ventional work,"  Gargano  says.  MCA  will 
retain  a  stake  in  his  new  shop. 
LONG  VIEW.  Gargano  and  his  colleagues 
have  parlayed  their  reputations  into  fi- 
nancial backing.  But  the  ventures  are 
not  without  risk.  As  young  agencies  win 
more  attention,  Gargano  and  company 
may  lose  their  distinctive  pitch:  small- 
shop  creativity  seasoned  with  a  veter- 
an's touch.  Marketing  executives  who 
remember  these  legends  from  when 
they  were  young  are  nearing  retirement 
themselves.  And  a  new  generation  of 
clients  may  not  value  their  credentials 
as  much. 

Jerry  Delia  Femina,  who  made  his 
name  in  advertising's  heyday,  takes  the 
long  view  on  these  once-revolutionary 
admen.  "Every  one  of  them  will  suc- 
ceed, and  every  one  will  fail,"  says  Delia 
Femina,  who  heads  his  own  agency.  His 
reasoning:  Their  ads  will  make  a  consid- 
erable splash.  But  he  fears  their  efforts 
to  recreate  the  collegiality  and  enthusi- 
asm of  the  best  '60s  shops  will  ultimate- 
ly fizzle  in  these  harsher  times.  At  least 
for  now,  though,  advertising's  Young 
Turks  could  probably  still  learn  a  thing 
or  two  from  these  gray  panthers. 

By  Mark  handler  in  New  York 


THEATER  I 


WHO  SAYS  YOU  CAN'T  MAKE 
MONEY  IN  THE  THEATER? 


Tills  trio  of  keep-it-small  producers  has  been  raking  in  big  bucfe 


The  scene  is  Singapore,  1941:  In 
Freddy's  Song  of  Singapore  cafe,  ceil- 
ing fatis  whir,  a  jazz  band  plays,  and  a 
chanteuse  entertains.  Beneath  a  lan- 
tern glow,  patrons  dance  or  sip  drinks 
called  Taiwanons  and  Frank  Suma- 
tras.  Suddenly,  there's  a  news  bulletin: 
Some  famous  Chinese  jewels  have  been 
stolen.  Moments  later,  a  man  rushes 
in,  drops  the  gems,  and  dies. 

Will  the  play's  heroes — Hans,  Spike, 
Rose,  and  Freddy — now  be  rich? 


Bi 


ack  in  the  real  world,  the  question 
jjosed  by  Song  of  Singapore's 
May  23  opening  in  New  York  may 
be  even  more  interesting:  Can  its  pro- 
ducers— Steven  Baruch,  Richard  Fran- 
kel,  and  Thomas  Viertel — keep  up  their 
stellar  record  of  theatrical  hits?  Capital- 
ized at  $950,000,  Song  of  Singapore  is 
their  biggest  show  yet,  as  well  as  the 
biggest  production  ever  designed  to  both 
start  and  stay  off-Broadway. 

Everyone  knows  the  theater  is  no 
place  to  make  money:  Fewer  than  25%  of 
all  commercial  New  York  productions  re- 
coup their  investment  during  their  run. 
But  someone  apparently  forgot  to  tell 
Baruch,  Frankel,  and  Viertel.  Their 
string  of  mostly  off-Broadway  success- 
es— including  Driving  Miss  Daisy — is 
unmatched  in  recent  years.  George  A. 
Elmer,  secretary-treasurer  of  the 
League  of  Off-Broadway  Theaters  & 
Producers  (LOBTP),  calls  them  the  off- 
Broadway  equivalent  of  Cameron  Mack- 
intosh, who  produced  Cats,  Les  Misera- 
bles.  The  Phantom  of  the  Opera,  and 
Miss  Saigon.  Only  two  of  the  trio's 
shows  flopped:  an  improvisation  revue 
called  Sills  &  Co.  and  a  London  produc- 
tion of  Frankie  and  Johnnie  in  the 
Clair  de  Lune.  Returns  for  the  others 
(table)  are  "all  terrific,  and  very  unusu- 
al," says  William  P.  Suter,  a  former 
Merrill  Lynch  &  Co.  analyst  turned  pro- 
ducer of  such  shows  as  'night,  Mother. 

With  that  track  record,  Baruch,  Fran- 
kel, and  Viertel  had  no  trouble  raising 
money  for  Song:  It  took  just  six  weeks 
this  spring.  "Their  money  comes  in  as 
soon  as  they  announce  they  need  it," 
says  producer  Susan  S.  Myerberg,  gen- 
eral manager  of  the  Helen  Hayes  The- 


ater. "Their  investors  stay  with  tn 
Even  so,  the  pressure  is  on.  As  a  | 
ret-style  musical  thai  invites  the 
ence  to  come  early  to  dance,  drinl 
eat,  Song  deviates  from  the  prodiS 
usual  pattern  of  small,  simple,  loVrisj-. 
fare.  It's  a  somewhat  corny  comeo  li. 
fering  good  music  and  a  flimsy  sor.^ 
line  that  serves  as  a  vehicle  forbrit 
liners — which  makes  for  a  fun  evfgiig 
not  memorable  theater.  Beyond  st;|in|,. 
Song,  the  three  had  to  hire  catereraiii" 
convert  a  hall  owned  by  the  Polish  tw. 
Veterans  Assn.  into  a  nightclub — vth 
working  waterfall  and  87  bird  cagi. 
NEVER  LOOKED  BACK.  Yet  all  three  se^ 
sure  they've  got  a  worthy  encot  t. 
their  production  record,  which  begb  i;, 
1985.  At  the  time,  Baruch  and  Ystii 
were  real  estate  partners  specializijg  i ' 
converting  rental  apartments  into  0C( 
eratives — still  their  main  business,  m  , 
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g  Los  Angeles,  Viertel — whose  fa- 
i  a  playwright  and  whose  brother 
ative  director  of  Broadway's  Ju- 
1  Theaters — saw  two  guys  named 
and  Teller  do  a  distinctive  conjur- 
low  in  a  small  club.  He  loved  it. 
Baruch  saw  it,  he  did,  too. 
f  contacted  Frankel,  then  the  man- 
director  of  nonprofit  Circle  Reper- 
0.:  He  owned  the  right  to  produce 
ir  in  a  show.  Penyi  &  Teller  scored 
sadway,  on  Broadway,  and  in  a 
al  tour;  a  new  version  is  now  back 
■oadway.  The  trio  never  looked 
''We  could  use  a  lot  more  people 
em,"  says  Barry  Grove,  managing 
»r  of  Manhattan  Theater  Club  and 
s  president.  "They  do  a  handful  of 
;tions  in  a  hands-on  way." 
;'s  their  success  formula  in  a  nut- 
rhey  only  do  shows  that  all  three 
.nd  they  control  costs,  with  Fran- 
ually  acting  as  general  manager, 
.rd  doesn't  waste  a  penny  that 
t  have  to  be  spent,"  Elmer  says, 
lilure  of  Sills  instilled  in  them  a 
'esque  desire  to  control  all  the  de- 
Song's  waiters  and  waitresses 
hrough  "auditions"  and  three  call- 
as  the  producers  searched  for  peo- 
ih  personality  and  striking  looks, 
stors  see  this  side  of  the  trio,  too. 
'act  money,  Baruch  and  Viertel  at 
imply  hit  up  their  real  estate  col- 
s.  "Those  were  boom  times,  and  it 
;anuts  for  them,"  Baruch  says.  In 
5t  to  the  many  theater  producers 


FOR  THESE  INVESTORS, 
THE  PLAY'S  THE  THING 


The  productions  of  Steven  Baruch, 
Richard  Frankel,  and  Thomas  Viertel 

Production           Full  poybock 
period 
Weeks 

Profit 

Percent  of 
investment 

DRIVING  MISS  DAISY  17 

385.5%* 

LOVE  LETTERS  7 

350** 

PENN&  TELLER  24 

180 

PENN&  TELLER 

NATIONAL  TOUR  7 

55.5 

THE  COCKTAIL  HOUR  17 

37** 

FRANKIE  AND  JOHNNIE 
IN  THE  CLAIR  DE  LUNE  11 

22** 

SILLS  &  CO.  — 

0 

*Co-production,  with  Jone  Harmon  as  lead 
**Profits  still  being  generated 

who  U'v  to  lure  a  few  big  investment 
"angels,"  the  trio  keeps  investment 
units  small  and  the  number  of  investors 
large.  "We  like  the  idea  that  if  a  show 
fails,  no  one  gets  killed,"  says  Baruch. 

Since  the  biggest  sum  they  had  raised 
before  was  $650,000  for  Pe^in  &  Teller's 
national  tour,  the  team  had  to  broaden 
its  net  for  Song.  They  used  direct  mail, 
sending  some  3,500  letters  to  country 
club  members,  theater  subscribers,  and 
investors  in  other  plays.  About  27''  re- 
sponded. In  the  end,  56  investors  signed 
up,  most  chipping  in  $9,500  for  one  unit 
or  $19,000  for  two. 

Whether  or  not  investors  make  a  prof- 
it— or  even  get  their  money  back — 
they'll  get  more  fun  than  corporate 
shareholders.  There's  a  gala  opening, 
show  posters,  access  to  house  seats,  and 
invitations  to  meet  the  cast.  The  poten- 
tial of  a  quick  return  dangles  beyond. 
ADVANCE  WORD.  But  it  is  within  sight. 
Song  could  gross  as  much  as  $117,000  a 
week  from  ticket  sales;  $69,079  is  the 
breakeven  point  at  full  capacity.  Food 
and  drink  profits  would  bring  success 
closer.  And  while  no  one's  counting  on 
capacity  crowds,  investors  could  be  paid 
back  in  28  weeks  if  the  show  runs  at 
75%  capacity.  Viertel  claims  that  the 
prospect  isn't  unrealistic  if  the  play  is 
well-received  from  the  start.  More  than 
good  reviews — which  would  be  a  clinch- 
er— shows  like  Song  depend  on  word-of- 
mouth.  Advance  word  in  the  theater 
community  is  positive,  and  calls  to  the 
box  office  confirmed  that  preview  tick- 
ets weren't  available  for  many  nights. 

Baruch,  Viertel,  and  Frankel  have  al- 
ready been  made  whole  on  Song.  They 
took  out  their  invest- 
ment in  the  show — 
preproduction  costs 
of  $175,000,  includ- 
ing the  cost  of  a  1989 
tryout  in  Cleve- 
land— from  the  new 
funds  they  raised. 
If  the  show  goes 
beyond  breakeven, 
they  split  profits 
with  investors  50-50, 
a  typical  division. 
But  they  have  more 
at  stake  than  money: 
plans  for  other 
shows,  including  fu- 
ture productions  of 
Song.  They've  al- 
ready begun  spade- 
work  to  bring  Song 
to  other  cities.  Fran- 
kel envisions  "a  sea 
of  rattan  furniture 
from  shore  to  shore."  That's  a  bit  much. 
But  if  audiences  can  suspend  disbelief 
and  enjoy  Song  as  an  amusing  trifle, 
they'll  certainly  get  their  money's  worth. 
By  Judith  H.  Dobrzynski  in  New  York 
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cant  read. 
And  guess 
^opays 
the  price. 


Every  year,  functional 
illiteracy  costs  Annerican 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  comnnunity's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 
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THE  ADMINISTRATION  I 


HE'S  SELLING  THE  FREE  MARKET 
TO  THE  WORLD 


Bob  Zoellick  is  point  man  for  Bush's  international  economics  plan 


Bi 


ob  Zoellick's  office  hardly  looks 
ike  an  incubator  for  George 
Bush's  New  World  Order.  True, 
the  coffee  table  in  the  seventh-floor 
quarters  of  the  State  Dept.  Counselor 
displays  such  required  reading  matter  as 
Foreign  Affairs.  But  it  also  bears  a 
Harvard  Lampoon  parody  of  Time  and 
a  picture  book  on  rat-eating  snakes.  And 
while  most  of  the  paneled  office  walls  on 
State's  power  corridor  are  covered  with 
photos  of  handshakes  with  Presidents 
and  Prime  Ministers,  Zoel- 
lick's are  festooned  with 
kitschy  drawings  of  poker- 
playing  dogs  dressed  up  as 
humans.  And  that's  no  pin- 
striped blue  blood  behind  the 
desk.  The  37-year-old  Zoellick, 
who  looks  more  like  a  clerk 
than  a  diplomat,  is  perfectly 
comfortable  wearing  the  tie 
clasp  his  father  received  for 
20  years  of  service  as  a 
phone-company  supervisor. 
"A  lot  of  people  in  Washing- 
ton take  themselves  too  seri- 
ously all  the  time,"  he  says. 

But  don't  be  fooled.  Impish 
humor  aside,  Robert  Bruce 
Zoellick  is  all  business.  In  a 
scant  two  years,  Zoellick  has 
parlayed  his  role  as  a  top  ad- 
viser to  Secretary  of  State 
James  A.  Baker  III  into  a  ca- 
reer's worth  of  foreign  policy 
accomplishments.  And  Zoel- 
lick is  the  point  man  for  the 
Bush  team's  plan  to  push 
U.  S.-style  free  markets  and 
democracy  into  the  vacuum 
left  by  the  crumbling  of  the 
Soviet  empire. 

MR.  INSIDE.  Given  the  influ- 
ence Zoellick  already  wields, 
it  seemed  a  tad  anticlimactic 
in  mid-May  when  the  Senate 
confirmed  the  Illinois  native 
to  a  second  State  job.  Under 
Secretary  for  Economic  &  Ag- 
ricultural Affairs.  But  for 
Zoellick,  State's  top  economics 
post  is  a  public  coming  out  for 
a  classic  Mr.  Inside.  Among 
the  duties  he  acquires  with 
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his  new  status:  preparing  the  Presi- 
dent's agenda  for  the  July  economic 
summit  in  London. 

Zoellick's  meteoric  rise  has  caught  the 
attention  of  old  Washington  hands. 
"He's  one  of  the  stars  of  this  Adminis- 
tration," says  Federal  Reserve  Chairman 
Alan  Greenspan.  Adds  Robert  Blackwill, 
a  former  top  National  Security  Council 
staffer:  "He's  simply  the  most  effective 
person  below  Cabinet  level  that  I've  ever 
seen."  Not  that  he's  always  right.  His 
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RESUME:  ROBERT  B.  ZOELLICK 

AGE  .37  BORN  Evergreen  Park,  III.  

Confirmed  as  Under  Secretary  of  State  for  Economic 
&  Agricultural  Affairs 


1989-91  Counselor,  State  Dept. 


1 988  Campaign  issues  director,  George  Bush  for  President 
 campaign  

1985-88  Various  positions.  Treasury'  Dept. 

1 983-85  Vice-president  and  assistant  to  the  chairman  and  CEO, 
 Federal  National  Mortgage  Assn.  

1982-83  Law  clerk,  U.S.  Court  of  Appeals  for  the  D.C.  Circuit 


hastily  drawn  proposal  to  rebuilc  [id 
Middle  East  through  a  multilatera 
velopment  bank  was  shot  down  by 
the  White  House  and  Saudi  Arabia 
Still,  Zoellick's  elevation  reflect; 
realization  by  Bush  and  Baker  that 
nomics  will  now  play  as  big  a  rc 
foreign  policy  as  military  concern; 
during  the  cold  war.  From  the  pro!  ^\ 
of  Eastern  Europe  to  the  tensioi 
tween  haves  and  have-nots  in  the 
East,  economic  issues  are  tinder  fo 
world's  hot  spots.  "Economics  has 
into  the  foreign  policy  process  as  a  k' 
operation,"  Zoellick  says.  "I  war  b 
bring  it  into  the  day-to-day  process  n 
foreign  policy  development."  * 

To  Washington's  sensitive  bureaLbr 
ic  antennas,  those  bland  words  are  di 
with  meaning  and  menace:  Baker's 
Dept.,  the  Bush  Administration's  it  '. 
pound  gorilla,  is  making  its  move  w  iS 
sues  that  it  has  until  now  left  maiAas 
others — the  Treasury  and  Comra|ci 
Depts.  and  the  U.  S.  ^iv. 
Representative.  "The  h'- 
sage  is  that  Zoellick  and  tet.- 
are  committed  to  being  h.< 
ers  on  trade  and  econon^. 
.says  a  White  House  of\ 
"Some  blood  will  be 
while  that  happens." 

Historically,  the  top  Kc 
nomics  post  at  State  has  im 
to  heavyweights.  Zoell 
predecessors  include  fina  e: 
C.  Douglas  Dillon,  who 
on  to  become  Treasury  S  e 
tary,  and  lawyer  Williai  S 
Rogers,  who  later  got  th 
job  at  State.  But  the  po;  ii. 
waned  in  importance  d;  p 
the  Reagan-Bush  years, 
last  incumbent,  Robert 
Cormack,  a  former  aic  f 
Senator  Jesse  Helms 
N.  C),  was  frozen  out  of 
er's  tight  inner  circle. 
'DETAIL  MAN.'  The  Admin  i 
tion  could  use  some 
powered  economic  help, 
denly,  the  twists  and  tur 
German  politics  drive 
interest  rates.  And  We 
Europe  sees  almost  as 
of  a  threat  in  a  flood  of 
gees  fleeing  wrecked  ea 
economies  as  it  did  in 
rolling  through  the  F  i 
Gap.  To  many  observers^ 
retary  Nicholas  F.  Brg 
Treasury  Dept.  has  failil 
step  up  to  the  challenge^ 
Zoellick  will  bring  nev 
to  the  beat.  "He's  a  rare! 
bination  of  macro  concej 
izer  and  detail  man,  poli^ 
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alyst  and  politician,"  says  Budget 
Director  Richard  G.  Darman.  Zoellick 
will  retain  his  Counselor's  slot,  partly  to 
control  the  paper  flow  to  Baker  and  to 
choose  the  issues  he  wants  to  develop. 

It  was  Darman  who  put  Zoellick  onto 
the  policy  fast  track.  The  two  met  at 
Harvard,  where  Darman  taught  at  the 
John  F.  Kennedy  School  of  Government 
while  Zoellick  pursued  a  law  degree  and 
a  master's  in  government.  After  joining 
Treasury,  where  Darman  was  Deputy 
Secretary,  in  1985,  Zoellick  caught  Bak- 
er's eye.  By  the  time  George  Bush  ran 
for  President,  Zoellick  was  working  as 
issues  director  in  the  campaign. 
AGAINST  THE  GRAIN.  At  State,  the  former 
marathon  runner  regularly  logs  80-hour 
workweeks,  and  his  hard-driving  style 
has  rubbed  some  foreign  service  types 
the  wrong  way.  But  he  has  made  his 
mark  by  going  against  the  grain.  His 
first  big  score  came  when  he  forged  the 
Administration's  compromise  with  Capi- 
tol Hill  ending  the  contra  quagmire  in 
Nicaragua.  Zoellick  then  pushed  to  ele- 
vate the  role  of  economics  in  IJ.  S.-Soviet 
discussions.  When  the  Berlin  Wall  fell, 
Zoellick  ignored  experts'  predictions  of 
failure  and  led  successful  negotiations  to 
keep  a  unified  Germany  within  NATO. 

Zoellick  also  worked  to  launch  the 
free-trade-agreement  talks  with  Mexi- 
co— and  faster  than  U.  S.  Trade  Repre- 
sentative Carla  A.  Hills  wanted.  He  sees 
the  Mexico  trade  talks  as  a  jumping-off 
point  for  promoting  economic  and  demo- 
cratic reform  throughout  Latin  America. 
And  he  backs  the  use  of  multilateral 
development  banks,  similar  to  the  one 
just  established  for  Eastern  Europe,  to 
promote  free-market  reforms.  "The  idea 
is  to  have  the  U.  S.  organize  multilateral 
action  to  promote  our  political  and  eco- 
nomic values,"  he  says.  "What  I'm  doing 
is  classic  New  World  Order  stuff." 

Zoellick's  agenda — pushing  multilater- 
al action  instead  of  direct  U.  S.  help — 
may  be  no  more  than  an  attempt  to  keep 
the  U.  S.'s  hand  in  Europe  and  else- 
where on  the  cheap.  And  it's  not  yet 
clear  whether  Zoellick's  brand  of  archi- 
tecture will  prove  durable.  For  example, 
his  push  to  revamp  U.  S. -Japanese  rela- 
tions into  a  "global  partnership"  has  so 
far  failed  to  transcend  tensions  over 
trade.  And  critics  complain  that  Zoellick 
was  far  too  sanguine  about  the  pros- 
pects of  continuing  economic  reform  in 
the  Soviet  Union,  failing  to  anticipate 
the  political  crisis  that  still  threatens 
Mikhail  Gorbachev. 

Even  so,  Zoellick  has  rarely  failed  at 
what  he  has  set  out  to  do.  And  it's  al- 
ready clear  that  as  the  U.  S.  gropes  for  a 
way  to  cope  in  a  world  where  competi- 
tion is  less  military  than  economic,  more 
of  Washington's  moves  will  take  shape 
in  Zoellick's  seventh-floor  office. 

By  BUI  Javetski  in  Washington 


STATISTICS  I 


WASHINGTON'S  MISLEADING 
MAPS  OF  THE  ECONOMY 


Policymakers  can't  rely  on  the  government's  inadequate  statists  ;^ 


Last  autumn.  Main  Street  was  shiv- 
ering in  what  seemed  like  the 
depths  of  recession.  Yet,  the  gov- 
ernment's official  estimate  of  gross  na- 
tional product — its  broadest  measure  of 
the  nation's  economic  health — suggested 
things  weren't  so  bad.  The  economy  was 
contracting,  according  to  the  Commerce 
Dept.,  at  a  modest  annual  rate  of  1.7%. 
So  why  did  the  economy  feel  so  much 
worse? 

One  reason  is  that  the  official  figures 
may  be  badly  out  of  whack.  A  decade  of 
budget  cuts  and  benign  neglect  has  left 
the  government's  main  producers  of  sta- 
tistics, the  Labor  and  Commerce  Depts., 
unable  to  track  a  rapidly  shifting  econo- 
my. Indeed,  according  to  a  new  govern- 
ment measure  of  GNP,  the  economy  was 
actually  declining  at  a  troubling  3.1% 
pace  in  the  fourth  ciuarter  of  1989,  near- 
ly twice  as  fast  as  initially  estimated. 
The  cause  for  the  dramatic  shift:  Com- 
merce couldn't  adjust  its  figures  to  re- 
flect dramatic  changes  in  the  cost  and 
quality  of  computers.  That  meant  it  was 
overestimating  the  true  cost  of  the 
equipment  and  thus  the  real  output  of 
computer  manufacturers.  The  new  calcu- 
lations should  solve  the  problem,  but 
they  won't  be  officially  published  until 
next  November. 

The  problems  with  the  government's 
numbers  go  far  beyond  a  single  set  of 
GNP  figures,  however.  From  retail  sales 
to  the  trade  gap,  the  statistics  needed  by 
policymakers  and  businesses  are  either 
misleading,  late,  or  just  not  available. 
Observes  Federal  Reserve  Board  Chair- 
man Alan  Greenspan:  "The  economy  has 
been  changing  faster  than  our  ability  to 
measure  it." 

DANGER  SIGNS.  That's  especially  trou- 
bling when  the  economy  is  near  a  turn- 
ing point.  Looking  back,  it  seems  clear 
that  the  economy  was  showing  early 
signs  of  distress  by  late  1989.  Yet,  after 
looking  at  relatively  upbeat  statistics 
(chart),  the  Federal  Open  Market  Com- 
mittee decided  not  to  lower  short-term 
interest  rates  at  a  critical  Mar.  27,  1990, 
meeting.  Fed  officials  insist  they  re- 
ceived no  "false  signals"  about  the  early 
signs  of  a  downturn.  And  no  one  will 
ever  know  if  the  Fed  would  have  cut 


rates  in  the  spring  of  1990  had  it  krtRr-- 
how  serious  the  slowdown  was.  BujB'i  ■ 
certainty  over  the  reliability  of  fet;- 
takes  a  toll.  "It's  not  that  the  Fed  JfeiK 
off  180  degrees,"  says  William  C.  feii 
ton,  chief  economist  of  IDS  Financialier 
vices  Inc.  "But  it  means  policymfei 
tend  to  go  real  slow." 

Capitol  Hill,  too,  may  have  beenKs  * 
led.  Congress  hasn't  moved  to  coiiUi 


THE  ECONOMY  WAS  WEi 
THAN  THE  FED  BELIEF 


PERCENT  CHANGE 
IN  REAL  GNP 


A  PERCENT 


DATA:  BUREAU  OF  ECCKOMIC  ANALYSIS 


% 


the  recession,  in  part  because  lawmi 
were  convinced  the  downturn  wou 
relatively  mild.  "The  line  has  been 
the  recession  would  be  short  and 
low,"  says  Joint  Economic  Comn' 
Chairman  Paul  S.  Sarbanes  (D-Md. 
would  have  been  harder  to  sell  that 
more  accurate  figures." 

Now  that  the  U.S.  economy  maM:,)^ 
heading  upward,  the  lack  of  good 
could  once  again  be  getting  in  the 
of  sound  decisions.  If,  as  many  be' 
consumer  spending  will  lead  the  U. 
recovery,  the  government's  moi 
measure  of  retail  sales  should  be  a 
jor  clue  to  how  things  are  going, 
for  the  past  two  months,  the  initi£ 
port  has  seriously  underestimated 
(chart).  For  example,  in  April,  Comn 
reported  that  March  sales  decline 
O.S7r  .  The  report  was  widely  interp: 
to  mean  the  recession  was  still  in 
swing.  Then,  on  May  15,  officials  re 
their  estimates,  reporting  that  M 
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had  actually  increased  by  0.4'/!. 
nment  statisticians  blame  the 
ns  on  late  reporting  by  business- 
1  on  a  survey  that  hasn't  kept  pace 
he  rapid  growth  of  new  types  of 
rs,  such  as  video  rental  outlets. 
NG  BLANKS.  The  paucity  of  accu- 
nd  timely  information  has  even 
erious  consequences  for  policy  de- 
over  such  issues  as  international 
and  competitiveness  and  health 
!form.  The  oft-heated  debates  are 
with  assertions.  But  the  hard  evi- 
policymakers  need  to  steer  them 
right  direction  just  doesn't  exist, 
isingly,  the  government  is  run  by 
who  think  by  the  numbers,"  says 
Statistics  Commissioner  Janet  L. 
od.  "But  the  economy  is  so  much 
complex,  you  really  need  better 
lan  we  have  ever  had." 
example,  it  has  become  an  article 
1  that  U.  S.  service-sector  produc- 
s  lagging.  But  government  statis- 
say  they  simpiy  don't  know  how 


»W  REVISIONS  MUDDLE 
SPENDING  PICTURE 


PERCENT  CHANGE 
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it  what  many  of  these  businesses 
e.  It's  easy  to  measure  the  output 
teel  mill.  But  what  does  a  bank 
e?  "There's  a  general  belief  that 
had  this  long-term  decline  in  pro- 
ty,"  says  Patricia  Ruggles,  an 
list  at  the  Urban  Institute  in 
igton.  "It  may  perfectly  well  be 
5ut  our  output  measures  are  so 
lere  is  no  way  to  know." 
's  especially  true  of  health  care, 
e  fastest-growing  sector  of  the 
ly.  yet  government  statisticians 
0  handle  on  it  at  all.  "We  don't 


pite  a  decade  of  neglect, 
most  lawmakers  are 
nterested  in  beefing  up 
le  statistical  agencies 


know  how  to  define  the  output  of  the 
medical  care  industry,"  says  Norwood, 
"and  we  don't  know  how  to  measure  it." 
Not  only  do  these  problems  distort  pro- 
ductivity trends  in  services,  but  they 
also  cast  doubt  on  whether  the  overall 
growth  of  the  U.  S.  economy  is  being 
accurately  measured. 

It's  the  same  problem  with  interna- 
tional competitiveness.  Almost  everyone 
agrees  research  and  development  is  criti- 
cal, but  no  one  knows  how  many  re- 
searchers are  working  here  or  what  they 
are  doing.  And  no  one  knows  how  much 
money  is  going  into  key  technologies, 
such  as  high-definition  television  or  ad- 
vanced ceramics.  "We  haven't  a  clue," 
says  Jules  J.  Duga,  senior  research  sci- 
entist at  Battelle  Memorial  Institute. 

The  basic  trade  statistics  are  also 
flawed.  In  theory,  the  U.  S.  trade  deficit 
should  be  roughly  equal  to  the  amount 
of  foreign  capital  coming  into  the  coun- 
try, since  the  U.  S.  must  borrow  from 
abroad  to  finance  the  shortfall.  But  in 
1990,  the  official  current-account  deficit 
was  $73  billion  more  than  the  govern- 
ment's tally  of  the  flow  of  money  into 
the  country.  Says  Rudolph  G.  Penner,  a 
member  of  the  National  Association  of 
Business  Economists'  statistical  commit- 
tee and  former  head  of  the  Congressio- 
nal Budget  Office:  "It's  conceivable  that 
if  we  did  everything  right,  we'd  find  we 
don't  have  a  competitiveness  problem." 
OUT  OF  SYNC.  The  Bush  Administration 
has  taken  some  tentative  steps  to  im- 
prove government  data.  Council  of  Eco- 
nomic Advisers  Chairman  Michael  J. 
Boskin  wants  to  spend  $36  million  to 
upgrade  statistical  programs — the  first 
significant  spending  increase  in  more 
than  a  decade.  But  except  for  a  handful 
of  lawmakers,  such  as  Sarbanes,  there  is 
very  little  interest  on  Capitol  Hill  in 
pumping  up  the  budgets  of  statistical 
agencies. 

For  now,  Labor  and  Commerce  are 
trying  to  hold  their  tattered  statistical 
operations  together.  The  government's 
efforts  to  better  measure  the  real  output 
of  computers  are  also  a  big  step  for- 
ward. Both  agencies  are  upgrading  their 
survey  methods  by  refining  both  ques- 
tions and  targets  to  better  reflect  the 
changes  in  markets  and  the  labor  force. 
These  improvements  may  help  the  gov- 
ernment track  cyclical  changes.  But  the 
agencies  have  a  long  way  to  go  before 
they  can  follow  broader  trends  in  pro- 
ductivity and  international  capital  flows. 

Indeed,  without  new  resources,  gov- 
ernment statisticians  will  fall  further  be- 
hind a  rapidly  changing  economy.  The 
demand  for  instant,  accurate  informa- 
tion will  only  grow.  But  the  ability  of 
government  agencies  to  deliver  will  con- 
tinue to  shrink. 

By  Howard  Gleckman.  with  John  Carey, 
in  Washington 
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BANKING  I 


CLOSEOUT:  LOANS  TO  THE  BANK'S  BOARD,  EXECUTIVES,  AND  ASSOCIATES  ACCOUNTED  FOR  A  STARTLING  80%  OF  ITS  TROUBLED  CREDITS 


DISASTER  ON 

A  WAKHDOG'S  DOORSTEP 


Just  minutes  from  the  Comptroller  of  the  Currency's  office,  Madison  National  Bank  was  going  uil 


On  the  surface,  the  collapse  of 
Madison  National  Bank  wasn't 
much  different  from  the  49  bank 
failures  already  recorded  this  year.  Like 
many  others,  the  Washington  (D.  C.) 
bank  was  done  in  by  bad  real  estate 
loans  and  the  recession. 

Still,  in  the  days  since  the  institution 
was  seized  on  May  10,  it  has  become 
apparent  that  Madison's  failure  was  any- 
thing but  routine.  Financial  statements 
have  revealed  that  loans  to  the  bank's 
directors,  executives,  and  their  asso- 
ciates— legal  under  strict  guidelines — ac- 
counted for  a  startling  80%  of  Madison's 
troubled  credits. 

Worse,  the  episode  has  raised  serious 
questions  about  regulators'  ability  to 
keep  a  wary  eye  on  their  charges.  For 
several  years,  the  U.  S.  Office  of  the 
Comptroller  of  the  Currency  had  been 


aware  of  the  bank's  questionable  lend- 
ing practices  and  loans  to  Madison  insid- 
ers. Yet,  even  though  the  OCC's  head- 
quarters is  only  a  10-minute  ride  away 
from  Madison's  headquarters,  regula- 
tors acted  far  too  late  to  prevent  the 
bank  from  hurtling  to  its  demise. 
METROPOLIS.  Madison's  failure,  which 
will  cost  the  government  $160  million, 
will  be  the  focus  of  hearings  by  the 
House  Banking  Committee  on  May  31. 
As  lawmakers  work  on  legislation  to 
shore  up  the  depleted  bank  deposit-in- 
surance fund,  says  Chairman  Henry  B. 
Gonzalez  (D-Tex.),  "it  is  essential  that 
this  committee  determine  how  well  the 
regulatory  system  protects  the  insur- 
ance funds." 

What  the  committee  will  find  in  comb- 
ing through  Madison's  rubble  is  an  insti- 
tution with  its  roots  in  the  "other" 


Washington.  This  isn't  the  stori 
ground  of  politicians  and  bureaij 
but  the  habitat  of  the  local  busines|lE 
pie  who  transformed  the  city  frit 
sleepy  town  into  a  metropolis  of  g|^ 
ing  office  buildings.  Many  were  re|l 
tate  developers  who  prospered  iroM 
building  boom  that  has  swept  Waiic 
ton  over  the  past  30  years.  ConstrilK 
was  so  explosive  that  new  office  !»' 
totaled  15  million  square  feet  in  19%i 
64%  in  the  space  of  four  years.  [.' 

It  was  in  the  midst  of  this  buje 
spree  that  Madison  was  born.  I' 
1960s,  Washington's  struggling 
preneurs  had  few  connections  to  t 
nancial  elite.  Many  were  Jewish 
Italian  descent  and  were  routine! 
criminated  against  by  the  cap 
white-shoe  bankers,  industry  vet 
say.  Typical  of  the  group  was  res 
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lysses  ("Bluckie")  G.  Augur,  who 
with  a  sandwich  stand  and  even- 
juilt  the  Blacitie's  House  of  Beef 
Dominic  F.  Antonelli  Jr.,  a  now 
pt  developer,  was  another.  He 
cars  as  a  boy,  then  bought  park- 
5  and  later  built  office  complexes 
n. 

nprove  their  access  to  loans,  Au- 
ntonelli,  and  several  others  band- 
ther  in  1963  to  found  Madison  for 
■pose  of  financing  real  estate  ven- 
They  installed  veteran  Florida 

Louis  C.  Paladini  as  chairman, 
actors,  including  many  real  estate 
lers,  ran  the  bank.  Under  the 

bylaws,  the  board's  executive 
tee  passed  final  judgment  on  all 
bate  loans  regardless 

says  a  former  senior 
r  officer.  Directors 
Iso  substantial  share- 
.  As  of  May,  direc- 
id  executive  officers 
5.6%  of  Madison's 
a  stock. 

iCRATCHING?  For 

no  one  objected  to 
n's  heavy  portfolio  of 
)  insiders.  Under  fed- 
les,  insider  loans  are 
ly  legal  as  long  as 
ink  offers  market 
and  the  loans  don't 

15%  of  capital, 
more,  directors  must 

themselves  from 
n  their  own  loans  and 
IS  to  their  business 
tes.  Former  Madison 
1  Counsel  Robert  L. 
insists  that  directors 
1  to  the  law. 
r  D.  C.  bankers,  how- 
ive  wondered  if  there 
me  boardroom  back- 
ling.  The  directors 
close-knit  group  and 
liscussed  business  at 
gatherings.  A  popular 
it  was  the  elegant 
iver  Hotel,  a  block 
rom  Madison's  headquarters,  ac- 
to  a  former  senior  loan  officer. 
;ever  the  case,  Madison  seemed 
^e.  Reported  profits  doubled  to 
llion  in  1985  from  $2.4  million  in 
cquisitions  of  other  banks  almost 
I  Madison's  assets,  to  $840  million 
from  $463  million  in  1985. 
booming  real  estate  market 
a  rich  source  of  business.  Accord- 
he  OCC,  the  bank  often  gave  100% 
ig  based  on  the  borrower's  repu- 
ivithout  requiring  collateral.  Com- 
1  property  loans  and  leases 
I  steadily  from  about  30%  to  45%- 
lison's  total  portfolio.  That's  al- 
[uadruple  the  average  at  other 
gton-area  banks. 


By  1987,  however,  Washington's  heat- 
ed real  estate  market  was  showing  signs 
of  fatigue.  And  it  wasn't  long  before 
problems  became  apparent  at  Madison. 
During  a  1988  examination,  regulators 
questioned  Madison  executives  about  the 
insider  loans  and  other  troubling  lending 
practices.  Examiners  were  also  alarmed 
by  the  bank's  inadequate  loan-loss  re- 
serves. Madison's  reserves  covered  less 
than  1%  of  $558  million  in  outstanding 
loans  and  leases.  The  occ  downgraded 
Madison's  rating  to  a  troubling  3  from  a 
good  2,  and  forced  Madison's  manage- 
ment to  agree  to  changes  in  their  loan 
policies. 

In  November,  1989,  another  team  of 
examiners  visited  Madison.  The  group 


APASSEL  OF  BADIOANSTO 
MADISON'S  FORMER  DIRECTORS 


Director 

Problem  loans  in  thousands  of  dollars* 

Charged-off 

Nonperforming 

Troubled** 

DOMINIC  F.  ANTONELLI  JR.  CHAIRMAN 
PARKING  MANAGEMENT  INC. 

$4,918 

$786 

$1,200 

ULYSSES  G.  AUGUR  PRESIDENT 
BLACKIE'S  HOUSE  OF  BEEF 

NA 

5,910 

1,146 

JOHNG.BROUMAS  CHAIRMAN 
MADISON  NATIONAL  BANK  OF  VIRGINIA 

1,872 

NA 

NA 

RICHARD  S.  COHEN  PRESIDENT 
WILLCO  CONSTRUaiON 

113 

2,722 

246 

WILLIAM  C.  EACHO  CHAIRMAN 
ATLANTIC  HOLDINGS 

1,203 

NA 

6,022 

RICHARD  A.  KIRSTEIN  PRESIDENT 
RICHMARR  CONSTRUCTION 

2,891 

3,587 

192 

HENRY  H.  GOLDBERG  CHAIRMAN 
THE  ARTERY  ORGANIZATION 

NA 

3,419 

NA 

ANGELO  A.  PUGLISI  CHAIRMAN 
MADISON  NATIONAL  BANK  OF  MARYLAND 

NA 

NA 

2,753 

THOMAS  J.  ROSSI  DIREQOR 
MADISON  NATIONAL  BANK  OF  VIRGINIA 

NA 

NA 

2,365 

TOTAL 

$10,997 

$16,424 

$13,924 

*Asof  Dec.  31,  1990 
NA  =  Not  applicable 


**5till  performing  but  considered  a  potential  problem  by  regulotors 
DATA:  COMPANY  REPORTS 


had  barely  started  its  review  when  it 
was  called  away  to  bolster  the  under- 
staffed examination  force  at  troubled 
Northeastern  banks.  A  hiring  freeze  and 
Reagan-era  budget  cuts  had  left  only 
2,300  examiners,  down  100  from  1987,  at 
a  time  when  the  banking  industry  was 
entering  a  crisis.  OCC  spokeswoman  Leo- 
nora S.  Cross  admits:  "With  significant 
real  estate  deterioration  up  and  down 
the  East  Coast,  Madison  was  not  high 
up  on  the  scale." 

By  the  time  examiners  returned  in 
early  1990,  Madison  was  listing  badly. 
Sour  real  estate  loans  were  piling  up. 
The  regulators  became  noticeably  tough- 
er. To  appease  the  OCC,  the  board  finally 
relinquished  much  of  its  loan  approv- 


al authority  to  Madison's  loan  officers. 

Madison's  deterioration,  however,  con- 
tinued. By  September,  its  correspondent 
banks  were  refusing  to  do  business  with 
it.  To  keep  the  bank  afloat,  directors 
added  to  their  own  deposit  balances.  In 
December,  Madison's  holding  company 
signed  an  agreement  with  the  Federal 
Reserve  to  improve  operations. 

At  yearend,  Madison  had  an  operating 
loss  of  $73.9  million,  compared  with  prof- 
its of  $1.5  million  in  1989.  The  red  ink 
reflected  a  hefty  provision  for  possible 
loan  losses.  Reserves  shot  up  to  $70.2 
million  from  $5.7  million  in  1989.  And  its 
capital-to-assets  ratio  was  just  under  1%, 
far  below  the  required  7.25%. 
Yet  even  during  this  crisis  and  the 
intensified  regulatory  over- 
sight, the  bank  continued 
making  loans  to  insiders. 
Real  estate  records  show 
that  on  Jan.  28,  1991,  Madi- 
son lent  $220,000  to  Halifax 
Square  Associates  to  devel- 
op land  at  21st  and  P  Streets 
in  downtown  Washington. 
Halifax'  general  partner 
was  Angelo  A.  Puglisi, 
chairman  of  Madison's 
Maryland  bank.  Developer 
Antonelli,  who  by  then  had 
resigned  from  Madison, 
owns  47%  of  Halifax,  accord- 
ing to  his  bankruptcy  filing. 
The  bank  had  made  the  loan 
even  though  it  was  widely 
known  at  the  time  that  An- 
tonelli was  having  trouble 
meeting  obligations  to  credi- 
tors. Antonelli  declined  com- 
ment on  the  loan,  and 
Puglisi  didn't  return  phone 
calls. 

TOO  LATE.  In  Madison's  final 
days,  regulators  pressured 
Madison  Chairman  K.  Don- 
ald Menefee  and  President 
Norman  F.  Hecht  Sr.  to  re- 
sign. Michael  F.  Ryan,  a  vet- 
eran Washington  banker, 
took  over  the  management. 
The  Federal  Reserve  Board  pumped  in 
$100  million  to  try  to  keep  the  bank 
alive.  It  was  too  late,  however.  Regula- 
tors seized  the  bank  and  sold  its  fran- 
chise to  Signet  Banking  Corp.,  based  in 
Richmond,  Va. 

Reflecting  on  the  Madison  episode,  an 
official  from  the  OCC  admits  it  paid  in- 
sufficient attention  to  the  bank.  She 
blames  scarce  resources.  Maybe  so.  But 
it  doesn't  inspire  much  confidence  when 
regulators  can't  prevent  such  horror  sto- 
ries on  their  own  doorsteps.  As  one  local 
banker  puts  it:  "It's  not  like  the  regula- 
tors had  to  travel  2,000  miles  to  get  to 
the  bank." 

By  Catherine  Yang,  with  Dean  Fousf,  in 
Washington 
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INSURANCE  I 


COHEN  FOUGHT  MIGHTILY  TO  SAVE  FIRST  CAPITAL,  BUT  "WE  JUST  RAN  OUT  OF  TIME' 


LOOK  WHO'S  MIXED  UP 
WITH  FIRST  CAPITAL 


Peter  Cohen's  improbable  new  role:  De  facto  cliief  executive 


Few  executive  ousters  have  been  as 
acrimonious  as  Peter  A.  Coiien's 
forced  departure  as  CEO  of  Shear- 
son  Lehman  Brothers  Inc.  in  January, 
1990.  While  CEO  of  Shearson,  he  was 
blamed  for  a  variety  of  blunders,  such 
as  the  acquisition  of  E.  F.  Hutton  &  Co. 
and  the  firm's  botched  efforts  in  the  RJR 
Nabisco  buyout.  The  bitterness  between 
Cohen  and  James  D.  Robinson  III,  CEO 
of  American  Express  Co.,  which  owns 
Shearson,  was  so  intense  that  it  took 
five  months  for  Cohen's  lawyers  to  ne- 
gotiate his  $10  million  severance  agree- 
ment. Then,  he  dropped  out  of  view. 

Now,  because  of  a  rather  unusual  set 
of  circumstances,  Cohen  has  surfaced  in 
an  improbable  new  role:  de  facto  chief 
executive  of  First  Capital  Holdings 
Corp.,  the  nearly  bankrupt  Los  Angeles 
insurer  that  is  28%  owned  by  Shearson. 
Back  in  1988,  Cohen  engineered  Shear- 
son's  purchase  of  a  stake  in  First  Capital 
and  later  joined  the  board.  Officially, 
he's  a  full-time  consultant  with  a  salary 
of  $25,000  a  month.  Yet,  "Peter  Cohen 
has  been  the  principal  person  we've  been 
dealing  with,"  says  John  Garamendi,  the 
California  insurance  commissioner  who 
recently  seized  First  Capital. 
By  most  accounts,  Cohen  labored 


mightily  to  save  First  Capital.  Cohen 
would  surely  like  to  rehabilitate  his  bad- 
ly tattered  reputation.  "He's  got  an 
ego,"  says  a  source  close  to  the  situa- 
tion. "He  would  like  to  resurrect  his  ac- 
quisition." Yet  Cohen  was  unable  to  pre- 
vent First  Capital  from  being  seized  by 
regulators  or  to  forestall  the  company's 
banks  from  filing  an  involuntary  bank- 
ruptcy petition.  "We  just  ran  out  of 
time,"  he  says. 

Cohen  fell  into  his  job  pretty  much  by 
default  after  Robert  I.  Weingarten,  First 
Capital's  founder  and  chairman,  abrupt- 
ly resigned  on  Mar.  15.  Richard  De 
Scherer,  a  New  York  attorney  and  one 
of  four  Shearson-appointed  representa- 
tives on  the  six-person  board,  was 
named  acting  chairman.  Yet  neither 
De  Scherer  nor  any  of  the  other  Shear- 
son  directors  had  Cohen's  experience  in 


'He's  got  an  ego. 
He  would  like 
to  resurrect 
his  acquisition' 


iilv( 


complex  financial  negotiations.  SooitCc 
hen  eclipsed  De  Scherer  and  Geri|Iij| 
Ginzberg,  First  Capital's  president 

Shearson  sources,  perhaps  fe 
possible  legal  liabilities,  maintain 
the  firm  doesn't  control  First  Capi 
Shearson  spokesperson  says  board 
ber  Jerome  Miller  represents  She 
and  that  "the  other  directors  are 
pendent."  Yet  as  the  situation  dete: 
ed,  Shearson  seemed  to  have  few 
natives  other  than  to  let  Cohen  car: 
ball.  Cohen's  "involvement  has  b 
more  intense  as  the  problem 
grown,"  acknowledges  First  C^l- 
spokesman  Charles  Perkins. 
PANIC  ATTACK.  It's  far  from  clear  v^ii 
er  Cohen  could  have  saved  First  G 
which  was  already  reeling  from 
junk-bond  investments.  He  hired  ai( 
mon  Brothers  Inc.  to  find  investoli  o" 
buyers  for  some  of  its  assets.  Ailk, 
and  De  Scherer  tried  to  broker  a 
between  California  regulators 
American  Express,  jetting  from 
New  York  offices  to  meet  with 
Garamendi  and  his  staff.  Talks  stal 
mid-May,  when  AmEx  refused  to 
additional  capital.  When  word  o: 
talks  leaked  out,  panicky  policyhc 
started  a  run  on  First  Capital 
forced  regulators  to  seize  the  insu 

Cohen  also  sought  to  work  out 
with  First  Capital's  bankers,  led  bj 
corp,  who  are  on  the  hook  for  a 
million  loan.  The  bankers  say  they 
worried  about  the  conflicting  int( 
of  the  Shearson-appointed  First  C 
directors  who  have  fiduciary  respoi 
ities  for  First  Capital's  health.  But 
they  had  close  ties  to  Shearson, 
were  concerned  about  the  numi 
Shearson  customers  who  had  pure! 
over  $3  billion  of  annuities  and  pc 
from  First  Capital's  operating  unitr 

According  to  Ted  W.  Graham,  aav. 
yer  for  Mitsui  Manufacturers  Bankoi 
of  the  senior  lenders,  the  banks  file  tl 
bankruptcy  petition  because  of  th;  i' 
terest  conflict.  They  feared  Coherar 
the  other  outside  directors  were  abet  ■ 
siphon  First  Capital's  cash  down  tti 
insurance  units  to  benefit  policyhoer 
Cohen  and  the  other  outside  direX): 
deny  any  conflicts.  Says  Cohen:  ""lei 
was  never,  ever  any  intention  to  cw: 
stream  the  cash  to  the  subsidiaries 

Cohen  failed  in  his  campaign  to  a' 
First  Capital,  but  he  isn't  out  o'tii 
picture.  While  he  has  denied  it,  lei 
have  been  reports  that  Cohen  has  et 
lobbying  to  be  named  by  Californif'e. 
ulators  as  First  Capital's  consentc 
After  terminating  Cohen's  earlie  c 
reer,  Shearson  may  have  indir;t 
helped  him  launch  a  new  one. 

By  Kathleen  Kerwin  in  Los  Anrh 
ivith  Leah  Nathans  Spiro  in  New  Yo, 
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A  lOr  OF  TIRES  COST  LESS 
HAN  A  MICHELIN.  THAT'S 
BECAUSE  THEY  SHOULD. 

0  everyone  out  there  looking 
ive  a  few  dollars  on  a  set  of  tires, 
not  mince  words.  You  buy 
ip,  you  get  cheap, 
here  may  be  a  lot  of  tires  out 
e  that  cost  less  than  a  Michelin. 
only  question  is,  what  do  you 
3  to  give  up  if  you  buy  one? 
lo  they  handle  like  a  Michelin? 
'o  they  last  like  a  Michelin? 
re  they  as  reliable  as  a  Michelin? 
hen  ask  yourself  this:  Do  you 
ly  want  to  find  out? 
t  Michelin,  we  make  only  one 

1  of  tire. 

he  very  best  we  know  how. 
ecause  the  way  we  see  it,  the 
place  a  compromise  belongs  is 


As  a  matter  of  fact,  we're  so 
obsessed  with  quality  we  make  the 
steel  cables  that  go  into  our  steel- 
belted  radials.  We  even  make  many 
of  the  machines  that  make  and 
test  Michelin  tires. 

And  our  quality  control  checks 
are  so  exhaustive  that  they  even 
include  x-rays. 

These  and  hundreds 
of  other  details,  big 
and  small  (details 
that  may  seem 
inconsequential  to 
others),  make  sure 
that  when  you 
put  a  set  of  I 
MicheUn  fmi. 


tires  on  your  car,  you  get  all  the 
mileage  Michelin  is  famous  for. 

True,  there  may  be  cheaper  tires. 
But  if  they  don't  last  like  a  Michelin, 
are  they  really  less  expensive? 

So  the  next  time  someone  tries  to 
save  you  a  few  dollars  on  a  tire,  tell 
him  this:  It's  not  how  much  you  pay 
that  counts.  It's  what  you  get  for 
your  money. 

And  then  \xe'\\  know  that 
ifou  know  that  there's  only 
one  reason  a  tire  costs  less 
than  a  Michelin. 
It  deserves  to. 


MICHELIN 

BECAUSE  so  MUCH  IS 
RIDING  ON  YOUR  TIRES.' 


li 
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FINANCIERS! 


THE  EQUITABLE  OUTPOST 
THAT'S  GOING  GREAT  GUNS 


Donaldson,  Lufkin  &  Jenrette  is  a  pacesetter  in  reorganizations 


Few  major  insurers  are  in  worse 
shape  than  The  Equitable  Life  As- 
surance Society  of  the  U.  S.  Pum- 
meled  by  juntc-bond  defaults  and  soured 
real  estate  deals,  the  132-year-old  compa- 
ny is  hard  at  work  restructuring  itself. 
Meanwhile,  Equitable's  quite  healthy 
subsidiary,  Donaldson,  Lufkin  &  Jen- 
rette Securities  Corp.,  is  making 
a  very  good  living  helping  ailing 
clients  restructure.  Indeed,  the 
small,  low-profile  investment 
banking  firm  has  become  per- 
haps the  leader  in  Wall  Street's 
red-hot  restructuring  business. 
"We  are  clearly  No.  1,"  says 
John  S.  Chalsty,  the  company's 
South  African-born  chief  execu- 
tive officer. 

DLJ  faces  a  host  of  potent  ri- 
vals, some  of  whom  also  claim 
preeminence  in  restructuring. 
But  few  dispute  that  DLJ  has  be- 
come the  firm  to  beat.  "DLJ  has 
done  a  super  job  of  jumping  into 
the  business,"  says  Sharon  M. 
Meadows,  head  of  the  reorgani- 
zation group  at  First  Boston 
Corp.  "They  suddenly  appeared 
on  the  screen  from  nowhere  in 
1990."  The  firm's  best-known  as- 
signments include  Southland, 
MorningStar  Foods,  and  British 
advertising  agency  Saatchi  & 
Saatchi  PLC  (table).  DLJ  says  that 
during  1990,  its  staff  of  40  had 
55  assignments. 

COMPLEX  CASE.  Meadows  and 
others  attribute  DLJ's  success  to 
its  hiring  in  1990  of  a  dozen  em- 
ployees from  Drexel  Burnham 
Lambert  Inc.,  many  of  whose  cli- 
ents have  fallen  on  hard  times. 
The  most  prominent  ex-Drexelite 
is  Kenneth  D.  Moelis,  a  former 
managing  director  at  the  firm. 
When  Moelis  and  seven  col- 
leagues signed  on,  they  brought 
three  or  four  active  assignments 
with  them.  That  attracted  other 
troubled  Drexel  clients,  including 
Southland  Corp.,  DU's  largest  re- 
structuring to  date. 

The  Southland  case  was  the 
biggest  "prepackaged"  or  expe- 
dited bankruptcy  ever.  It  in- 


volved negotiations  with  thousands  of 
holders  of  nine  securities  issues.  When  a 
Japanese  company  expressed  interest  in 
bidding  for  Southland,  DLJ  lined  up  fi- 
nancing for  a  competitive  offer  "to  fos- 
ter an  auction  mentality,"  says  Moelis. 
That  probably  forced  up  the  Japanese 
bid.  The  Japanese  wound  up  paying  $430 


RiSTRUaURINC 
ACES  CHALSTY 
AND  JAMES 


A  SAMPLER  OF  PU  WORKOUTS 

JPS  TEXTILE  MARCH,  1991  Represented  the  company  in 
one  of  the  fastest  prepackaged  bankruptcies  ever,  with  the 
plan  approved  in  42  days.  When  some  equity  investors 
backed  out  at  the  last  minute,  DLJ  invested  $2.5  million 

MORNINGSTAR  FOODS  MARCH,  1991  Advised  the  compa- 
ny in  its  difficult  restructuring.  Found  new  equity  investors 
and  restructured  subordinated  debt.  Helped  Morningstar 
repurchase  70%  of  the  debt  at  50e  on  the  dollar 

SAATCHI  &  SAATCHI  APRIL,  1991  Hired  by  the  advertising 
giant  to  engineer  one  of  the  biggest  British  restructurings. 
Crafted  a  highly  complex  deal  that  was  acceptable  to  a 
wide  mix  of  parties,  including  many  cross-border  holders 

SOUTHLAND  MARCH,  1991  Advised  the  convenience-store 
chain  on  the  largest  prepack  to  date,  which  popularized  the 
notion  of  using  prepacks  with  large  companies.  Negotiated 
with  holders  of  nine  separate  issues  of  securities 


million  for  707c  of  the  ailing  com 
DU's  most  complex  case  was  Se 
&  Saatchi  PLC.  The  firm  was  strug 
under  a  heavy  debt  load  incurred  d 
a  1980s  acquisition  binge.  The  spree 
financed  largely  by  convertible  debt 
der  the  bonds'  terms,  Saatchi  could 
been  obligated  to  redeem  them  in 
for  $400  million.  But  that  was  far 
money  than  Saatchi  was  likely  to 
LEFT  ALONE.  DU  and   S.  G.  Wa 
Group  PLC,  Saatchi's  British  ad 
managed  to  persuade  the  comp 
banks,  bondholders,  and  sharehold 
approve  an  offer  where  the  bondh 
exchanged  their  securities  for  co 
shares.  Because  Saatchi  was  under 
sure  to  get  the  deal  done,  DLJ  offe 
make  a  $40  million  bridge  loan  to  S 
to  facilitate  the  exchange.  In  an  un 
twist,  the  advisers  then  go 
tain  bondholders  to  underw 
rights  offering  to  existing 
holders  that  raised  $100 
in  new  equity. 

"It  was  extraordinarily  c 
cated,"  says  Simon  J.  Mel 
Saatchi  director.  "The  fact 
DU,  with  our  U.  K.  ad 
could  produce  something  a 
able  to  all  of  the  sharehold 
itself  speaks  volumes."  He 
its  DLj's  knowledge  of  the 
high-yield  market.  Half  o 
holders  of  the  company's 
vertible  bonds  were  Americ 
Many  clients  have  bee 
tracted  by  DLj's  track  reco 
junk-bond  deals.  Unlike 
firms,  it  has  had  few  embar 
ments,  notably  Morse  Shoe 
a  $230  million  deal  that  end 
bankruptcy  last  year.  DU  is 
representing  the  bondholde 
a  restructuring  effort.  ] 
Although  it  doesn't  ex 
have  deep  pockets  these  ■ 
Equitable  finances  much  of 
bridge-loan  fund.  Otherwis 
seems  content  to  leave  its  su 
iary  alone.  Luckily  for  DU, 
people  even  associate  the 
"Their  investment  is  passl 
says  Hamilton  E.  James,  he;| 
merchant  banking  for  the  ^ 
and  a  prime  mover  in  beefir| 
the  restructuring  operation.! 
yond  that  one-time  investiii 
Equitable  treats  our  merci 
banking  operation  no  differ^ 
from  any  other  firm's."  M 
DU  still  has  a  special  reh^ 
ship  with  Equitable's  CEO,  \ 
ard  H.  Jenrette.  Jenrette  i.'l 
"J"  in  DU  and  its  chairman. 


ever  needs  help  fixing  up  Ec| 
ble,  he  knows  whom  to  cair 
By  Suzanne  Woolley  in  New 
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There's  a  year  of  your  life 
in  this  proposal. 

Midnight  oil,  weekends, 
even  your  anniversary. 


But  if  it  sells, 
it's  worth  every  minute. 


When  it's  important, 

it  belongs  on 
Hammermill  paper 


Any  proposal  speaks  a  little  more 
persuasively  when  you  put  it  on  Hammermill 
paper.  A  little  more  authoritatively 
Why  Hammermill? 
It  could  be  the  substance  suggested  by  our 
watermarked  bond  papers.  The  sharp, 
down-to-business  readability  of  our  copier  papers. 
The  crisply  contemporary  colors  of  our 
eye-catching  offset  papers. 
Hammermill  makes  practically  every  kmd 
of  business  paper  there  is.  And  every 
one  has  that  air  of  importance 
that  helps  make  sure  what  you  have  to  say 
gets  the  attention  it  deserves. 


Where  America 
conducts  its  business. 


BY  GENE  G-  MARCIAL 


A  RETAILING  MATCH 
MADE  IN 
CHAPTER  II 


The  recession  has  pretty  much 
clipped  the  wings  of  most  retail- 
ers, so  it's  not  surprising  their 
shares  have  fluttered  downward.  But 
Cascade  International,  a  small  special- 
ty retailer  of  upscale  women's  apparel, 
cosmetics,  and  designer  fragrances, 
has  more  than  bucked  the  trend.  The 
stock  has  nearly  quadrupled,  to  SVs 
from  2%  in  January. 

Some  smart-money  investors  who 
have  been  buying  in  recent  weeks  in- 
sist that  Cascade  isn't  about  to  run  out 
of  steam.  They  say  that  over  the  long 
run,  earnings  should  exceed  analysts' 
current  expectations.  Why?  A  big 
boost  from  Conston,  an  operator  of  260 
women's  clothing  stores  in  28  states 
and  the  District  of  Columbia,  which 
posted  sales  of  $117  million  last  year. 
Cascade  acquired  a  647(  interest  last 
August — two  months  after  Conston 
filed  for  Chapter  11.  Conston  quietly 
emerged  from  bankruptcy  on  May  14, 
when  a  bankruptcy  court  approved  its 
reorganization  plan. 

Cascade  has  installed  new,  experi- 
enced management  at  Conston,  and 
Conston 's  old  vendors  have  started 
shipping  merchandise  to  the  company. 
Bets  are  that  better  results  at  Conston 
will  fuel  a  surge  in  Cascade's  earnings. 
Conston  more  than  doubles  Cascade's 
present  network  of  some  180  boutiques 
located  in  New  England,  California, 
and  Florida. 

SMALL  STEP,  BIG  BOOST.  Jim  Awad, 
president  of  BMI  Capital,  expects  Con- 
ston to  at  least  break  even  on  sales  of 
some  $140  million  for  the  year  ending 
June  30,  1992.  "If  management  can  re- 
alize even  a  slight  profit,  it  would  be  a 
substantial  incremental  boost  to  Cas- 
cade's earnings,"  says  Awad,  who 
notes  that  a  net  margin  of  37^  would 
contribute  about  15$  a  share  to  Cas- 
cade. Cascade's  high-margin  Jean  Cos- 
metics unit,  which  designs  and  makes 
cosmetics,  fragrances,  and  skin-care 
products,  will  especially  benefit  from 
Conston's  many  outlets,  says  Awad. 

So  far,  Cascade  has  had  strong 
growth.  Its  1987  revenues  of  $15.8  mil- 
lion grew  to  $52  million  by  1990. 
They're  expected  to  climb  to  $60  mil- 
lion in  the  year  ending  June  30,  1991, 
and  to  $70  million  in  fiscal  1992,  when 
Conston's  contributions  should  start 


CASUDE  INTERNATIONAL'S 
lONG  ASCENT 


MAY  21 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


kicking  in.  Per-share  earnings  grew 
from  18(t  in  1987  to  41$  in  1990. 

Analyst  Bert  Boksen  of  Raymond 
James  Associates  is  also  a  Cascade 
bull.  He  expects  it  to  earn  54$  a  share 
in  fiscal  1991  and  70$  next  year — ex- 
cluding Conston's  contribution. 

"Despite  Cascade's  heady  climb,  the 
stock  is  still  very  undervalued  based  on 
the  company's  snappy  growth  pros- 
pects," says  Awad.  'The  stock's  27%  re- 
turn on  equity,  plus  the  company's  low 
price-earnings  ratio  of  11,  "make  Cas- 
cade one  of  the  hottest  bargains 
around,"  says  Awad.  He  figures  the 
stock  could  double  in  6  to  12  months. 


IP  MAY  LATCH  ONTO 
POTLATCH 


Is  Potlatch,  one  of  the  nation's  larg- 
est lumber  producers,  on  the  block? 
Or  is  the  talk  just  hype  generated 
by  some  investor  group? 

Rumors  are  swirling  that  Interna- 
tional Paper  will  make  a  friendly  offer 
of  $60  a  share.  In  just  about  a  week, 
Potlatch's  stock  zoomed  25%,  to  44  on 
May  21,  as  more  than  2  million  shares 
changed  hands.  The  stock  pulled  back 
to  411/2  on  May  22. 

Potlatch  refuses  to  comment,  and  so 
does  IP.  But  several  buyout  pros  are 
convinced  that  there  have  been  at  least 
informal  discussions  between  Potlatch 
and  IP.  The  word  is  that  major  Potlatch 
shareholders  would  welcoine  a  cash- 
and-stock-swap  deal,  not  only  for  tax 
purposes  but  also  to  make  sure  that 
they  end  up  as  big  stakeholders  in  IP,  a 
major  worldwide  forest-products  and 
paper  inanufacturer  . 

But  the  stock's  sudden  upward  rush 


may  hamper  any  deal,  since  it  wold 
raise  Potlatch's  asking  price,  says  'le 
pro.  Potlatch  insiders  are  said  to  hre 
been  very  upset  by  the  leak  of  a  poji- 
ble  buyout  for  just  that  reason.  If  le 
stock  keeps  climbing,  a  takeover  jU 
become  more  elusive — unless  IP  or  a- 
other  suitor  is  willing  to  dig  deeli 
into  its  pockets  to  bag  Potlatch. 

Any  buyout  bid  for  Potlatch  wo 
have  to  be  friendly.  Over  50%  of 
shares  are  in  the  hands  of  mans 
ment,  directors,  and  friendly  insidi 
Plus,  Potlatch  has  a  rigid  antitakeo 
defense:  Every  investor  who 
owned  the  stock  for  at  least  four  y( 
has  four  votes  for  each  share,  vs. 
vote  for  those  who've  owned  shs 
for  less  than  four  years. 

Antitrust  considerations  shouldn 
a  problem:  Georgia-Pacific  acqui 
Great  Northern  Nekoosa  in  1990  w 
out  a  hitch. 


HAS  THIS  POISON 
PILL  LOST  ITS  BITE? 


Shared  Medical  Systems  is  onof 
the  few  computer-informatm 
companies  whose  shares  hav('t 
declined  recently.  The  stock  has  stasti 
close  to  its  high  of  21,  even  thoT^ 
management  just  installed  a  sharehd- 
er-rights  plan  that  makes  it  expeni* 
for  any  unwelcome  group  to  acqiie 
the  company.  In  early  January,  Shaitd 
Medical  Systems  traded  at  13. 

But  an  insider  says  that  severalKr 
rectors  have  changed  their  minds  sife 
the  poison  pill  took  effect  on  Ma}!, 
and  they  may  now  welcome  an  of*. 
One  investor  group  is  shopping  K 
company,  a  leading  provider  of  comj/fr 
er-based  information  systems  to  ho|i 
tals,  clinics,  and  physicians.  The  grij 
led  by  David  J.  Greene,  a  New  Yb 
investment  firm,  has  a  10.6%-  stii 
Greene  thinks  the  stock  is  undervalfl 
and  believes  the  only  way  to  boost! 
shares  is  to  sell  the  company.  S(i 
takeover  pros  value  Shared  Medji 
Systems  at  more  than  $30  a  share.jil 
One  13D  Research  analyst  says  u 
company  has  "an  extremely  stra 
franchise  that's  recession-resistajl 
and  a  revenue  base  roughly  two  tii^l 
that  of  its  closest  competitor.  Afttf"! 
slowdown  in  1989,  earnings  pickedjj 
last  year,  rising  to  $1.01  a  share  fi 
79$.  The  analyst  expects  earning^ 
$1.20  this  year. 

So  far,  Greene  won't  talk  about! 
search.  But  some  big  investors  bdit 
will  come  up  with  a  buyer  soon.  Shap 

Medical  declined  comment.  i 

I , 
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We  build  anonymous  modems 
for  our  famous  friends 


Some  of  our  best  OEM  customers 
don't  want  to  be  identified;  we 
understand.  They're  among  the 
world's  leading  suppliers  of  com- 
puters, intelligent  terminals, 
graphics  and  engineering  work- 
stations and  other  equipment 
that  requires  built-in  data  com- 
munications capability. 

These  well-known  companies 
have  selected  UDS  as  their  modem 
supplier  because  we  provide  front- 
running  technology,  superb  manu- 
facturing capability,  unmatched 
customer  support . . .  and  discre- 
tion. In  a  word,  UDS  modems 
give  their  products  the  kind  of 
reliability  they  like  to  claim  as 
their  own. 

UDS  has  a  broad  selection  of 
OEM  "standard"  designs  on  file; 
we  also  offer  industry-leading 
capability  for  the  development  of 
custom  boards.  Combined,  these 
two  approaches  have  already 
placed  more  than  3,000  modem 
designs  into  active  field  service. 

If  you're  one  of  the  big  boys  — 
or  if  you  want  to  solve  data-comm 
problems  the  way  the  big  boys  do 
—  find  out  what  UDS  recommends 
as  a  cost-effective  solution  for  you. 
Contact  UDS  at  800/451-2369 
(in  Alabama,  205/430-8000); 
FAX  205/430-8926. 


'     :  i-i 
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(M)  MOTOROLA 


SPACE 


ONCE  BUDGETED  AT  $8  BILLION,  THE  SPACE  STATION  COULD  TOP  $100  BILLION  IF  COMPLETED 


A  DISASTER  FOR  NASA 
—OR  A  BLESSING? 


Killing  the  space  station  would  free  up  funds  for  more  projects 


Once,  the  name  NASA  was  synony- 
mous with  success.  The  agency's 
pioneering  spacecraft  landed 
men  on  the  moon,  searched  for  life  in 
the  red  Martian  soil,  and  even  ventured 
beyond  the  solar  system.  But  in  trying 
to  make  the  next  giant  leap  for  mankind, 
the  National  Aeronautics  &  Space  Ad- 
ministration has  stumbled  badly.  Since 
1984,  it  has  wrapped  its  future  around  a 
controversial  proposal  to  put  a  station  in 
space,  where  astronauts  would  fashion 
new  materials,  probe  the  mysteries  of 
human  biology,  and  launch  a  wave  of 
manned  missions  to  the  moon  and  Mars. 

Trouble  is,  the  space  station  is  bound 
to  cost  more  than  planned,  and  few  ex- 
perts believe  that  it  will  perform  as  ad- 
vertised. Those  are  two  of  the  reasons  a 
House  Appropriations  subcommittee  de- 
livered a  potentially  fatal  blow  to  the 
project  on  May  15  by  voting  to  eliminate 
its  $2  billion  1992  budget.  While  some  of 
the  money  still  could  be  restored,  the 
vote  has  brought  to  the  fore  a  once- 
unthinkable  question:  Without  its  flag- 
ship project,  what  happens  to  NASA? 

Backers  of  the  space  station  believe 
that  NASA,  already  tarnished  by  the 
Challenger  explosion,  cost  overruns,  and 
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quality-control  problems,  will  fall  on 
even  harder  times.  The  death  of  the 
space  station  would  be  "a  disaster  for 
our  civilian  space  program,"  says  Robert 
F.  Thompson,  vice-president  and  general 
manager  of  McDonnell  Douglas  Space 
Systems  Co.'s  Space  Station  Div.  Adds 
Representative  Robert  S.  Walker  (R- 


NASA'S  TOP  PROJECTS. 

PROPOSED  1 992  BUDGET:  $1 5.7  BILUON 

•      SHARE  OF  TOTAL 


Pa.),  the  ranking  Republican  oi  ti,' 
House  Science,   Space  &  Techn|og  ■ 
Committee:  "Killing  the  space  s|tioi<» 
would  leave  NASA  with  little  to  do  ■  t.: 
manned  space  flight  program  exce; 
the  space  shuttle."  That  could  riua^i' 
interest  in  space,  he  says,  and  le{  a-< 
the  shrinkage  of  NASA.  ; 

But  others  think  the  vote  was  th^eiJ 
thing  for  the  troubled  agency.  "jton:s 
people  say  that  it  would  be  a  disa»i;ir 
we  don't  build  the  station,"  says  ha-k 
C.  Murray,  professor  of  planetarj'sc.-; 
ence  at  the  California  Institute  of  ect  si 
nology  and  former  director  of  the  V^.x:3\ 
Caltech  Jet  Propulsion  Laboratorii 
think  it  would  be  a  disaster  if  we  ^  s 

For  too  long,  critics  charge,  thefli'  -- 
ing  behemoth  has  beaten  back  wrt:; 
competitors  for  NASA's  attention  ai  n 
sources.  The  station  already  hasfc)S;ii) 
$4.6  billion,  and  the  final  price  tagMB-im 
pegged  at  $8  billion,  has  soared  tOH»rj 
than  $100  billion  by  one  estimate.  |e  :» 
result,  other  projects,  such  as  unmane  -  if 
efforts  to  bring  back  pieces  of  com«o  :S 
samples  of  Martian  dirt,  never  g««i::ii 
the  drawing  board.  "The  battlefitfl  i  jtj 
strewn  with  corpses  of  science  misltea.  si 
that  were  victims  of  the  costs  of  feBii  lii 
first  the  shuttle  and  then  the  spacfati 
tion,"  says  James  Van  Allen,  the  Usfei.  ii 
sity  of  Iowa  physicist  who  discoire  jij 
the  radiation  belts  that  circle  the  Mi  ^j, 
CASH  HOG.  The  growing  appetite  (ph  tjs 
space  station  looms  even  largerfthi  ^j; 
year.  The  House  Appropriations  supen  .^^ 
mittee  that  funds  NASA  also  parceiiOUo,,, 
money  to  the  Veterans  Administr^ij^Kj 
Environmental  Protection  Agencyiait  r 
Housing  &  Urban  Development  to  ,  | 
The  budget  adopted  by  Congressjprc. 
vides  $63.5  billion  for  such  prograriio  . .; 
$1.2  billion  less  than  the  Bush  Adpii  y 
tration  sought.  That  presents  a  dilete  . 
If  the  space  station  receives  thefc. .  ^ 
billion  NASA  requested,  many  ojftiv  ^. 
space  agency's  projects,  such  as  imis 
rocket  that  could  power  mannedcoii 
sions  to  Mars,  would  be  cut  backlBu  p,^ 
killing  the  station  would  give  full  jicc  . 
ing   to   nearly   everything  else— flOr, 
housing  to  Clean  Air  Act  enforcem'it  o , 
NASA's  efforts  to  monitor  global 
ing.  "We  simply  can  no  longer  jfo'^  .'^ 
huge  new  projects,"  says  subcomitte  |^ 
Chairman  Bob  Traxler  (D-Mich.).  ,  > 

The  sacrifices  necessary  to  suptr 
the  station  are  particularly  gallii^.t' 
many  scientists,  who  see  it  as  dowijgi!  ,^ 
useless.  NASA  has  argued  that  the  ■  ,, 
ing  outpost  would  be  a  hotbed  <■';., 
search.  But  the  National  AcadenB...-'^ 
Sciences  concluded  in  a  Mar.  15  iB-", 
that  the  station  would  either  ■B...'* 
equipped  or  unable  to  "meet  theB-,^' 
research  requirements  for  the  twoB|/ 
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jcionlific  ilisfiplines  for  which  it 
ntended" — the  study  of  life  sci- 
and  of  ways  to  mai\e  materials  in 
■avity.  On  May  8,  the  Council  of 
fic  Society  Presidents,  which  rep- 
3  virtually  every  field  of  science, 
the  station's  contribution  to  sci- 
"greatly  overstated."  Vice-Presi- 
)an  Quayle,  chairman  of  the  Na- 
Space  Council,  offers  only  a  mild 
e.  He  calls  the  project  "necessary 
reaffirmation  of  the  leadership  in 
of  the  U.  S." 

cs  say  even  that  may  be  an  exag- 
)n.  While  NASA  and  Congress  are 
arting  to  contemplate  life  without 
ice  station,  researchers  have  plen- 
mggestions  for  the  agency's  new 
I.  It  could  fly  more  missions  to 
;  planets,  launch  more  satellites  to 
r  the  environment,  send  up  small, 
ned  orbiters  to  do  experiments  on 
als  in  low  gravity,  and  start  build- 
!  big  rockets  that  could  eventually 
;xplorers  to  other  planets.  It  could 
how  the  human  body  reacts  to 
5  of  weightlessness — vital  infor- 
for  space  travel — by  piggyback- 
the  Soviet  space  station.  Or  it 
send  up  modern  versions  of  Sky- 
1  orbiting  laboratory  used  in  the 
;hat  housed  astronauts  for  weeks, 
downside  of  killing  the  project  is 
ng  the  Europeans,  Canadians,  and 
■se,  who  have  started  to  build 
station  modules.  "But  if  we  are 
to  leave  them  very  unhappy,  we 
cobble  together  a  reasonable 
d  program  without  the  space  sta- 
says  space  expert  John  E.  Pike  of 
deration  of  American  Scientists. 
I  FIGHT.'  The  House  panel's  vote 
le  final  say.  NASA  and  the  Admin- 
»n  are  hoping  for  strong  support 
he  powerful  congressional  delega- 
f  Texas,  where  the  Johnson  Space 
would  be  hit  hard  if  the  space 
dies,  and  California,  where  many 
itors  are  located.  For  example, 
inell  Douglas  Space  Systems,  in 
igton  Beach,  stands  to  lose  about 
illion  in  revenues  over  the  next 
iars.  The  station  "is  too  vital  to 
intry"  to  kill,  declares  NASA  Depu- 
linistrator  James  R.  Thompson  Jr. 
restoring  funding  will  "be  a  tough 
concedes  a  top  White  House  offi- 
apporters  of  other  NASA  projects, 
with  environmentalists  and  hous- 
vocates,  all  are  clamoring  for  the 
station's  slice  of  the  budget  pie. 
result,  "I'm  not  sure  the  White 
will  really  go  all  out  for  this,"  the 
adds.  If  the  project  isn't  revived, 
s  in  for  wrenching  changes.  But 
uld  give  it  a  golden  opportunity  to 
:  its  basic  mission — and  concen- 
m  rebuilding  its  image. 
n  Carey  and  Seth  Payne  in  Wasfi- 
with  Eric  Schine  in  Los  Angeles 
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THIS  'BLOTTER'  WILL  SUCK  THE  LEAD 
OUT  OF  YOUR  TAP  WATER 


I 


n  May,  the  Environ- 
mental Protection 
Agency  slashed  the  dan- 
ger level  for  lead  in 
drinking  water,  which 
had  long  been  criticized 
as  too  high,  by  tenfold, 
to  five  parts  per  billion. 
But  the  EPA  will  let 
many  utilities  take  a  de- 
cade or  two  to  comply. 

In  the  interim,  be- 
cause lead  can  perma- 
nently impair  mental  de- 
velopment in  children 
and  cause  high  blood  pressure  in  adults,  the  Water  Quality 
Assn.  predicts  the  market  for  antilead  water  filters  will  dou- 
ble, to  $1.5  billion,  by  1994.  To  grab  some  of  that,  Engelhard 
Corp.  in  Iselin,  N.  J.,  has  developed  a  porous-ceramic  "blotter." 
This  so-called  molecular  sieve  can  cut  lead  contamination  to 
just  two  parts  per  billion.  Engelhard  is  working  with  WaterPik 
Teledyne  on  complete  household  systems.  On-the-faucet  and 
under-the-sink  versions  are  projected  to  cost  $50  to  $100.  Re- 
placement cartridges  will  run  $20  to  $40  and  last  for  about  six 
months. 


TIRED  OF  OAT  BRAN?  HOW  ABOUT 
A  NICE,  LOW-FAT  STEAK? 


For  people  who  have  to  watch  their  fat — the  fat  content  of 
what  they  eat,  that  is — Houston's  Granada  Foods  Corp. 
has  a  welcome  treat:  beef.  The  company  is  marketing  %7'  fat- 
free  beef  cuts  that  are  just  as  effective  in  reducing  cholesterol 
as  fish  or  chicken.  That  benefit  was  demonstrated  in  a  recent 
study  of  almost-fat-free  beef  conducted  jointly  by  health  and 
nutrition  experts  at  the  Baylor  College  of  Medicine  in  Houston 
and  at  Texas  a&m  University. 

Granada's  aged,  vacuum-packed  beef  can  now  be  found  in 
many  California  supermarket  meat  cases,  and  the  company 
will  be  expanding  distribution  to  other  states  in  the  months 
ahead.  To  meet  demand  until  then,  Granada  will  soon  start 
selling  premium  cuts  of  extra-lean  red  meat  by  mail  to  diet- 
conscious  consumers  outside  California. 


PACEMAKERS  THAT  LET  PATIENTS 
ESCAPE  FROM  THE  IRON  LUNG 


For  millions  of  heart  patients,  the  pacemaker  is  an  everyday 
medical  miracle.  But  there's  another  kind  of  pacemaker — 
for  breathing.  With  it,  people  paralyzed  from  the  neck  down 
and  confined  to  an  "iron  lung"  respirator  can  regain  a  mea- 
sure of  independence,  aided  by  automated  wheelchairs  that 
they  control  with  head  movements  or  by  blowing  on  special 
sensors.  This  implant  uses  the  same  principle  as  its  famous 
cousin:  Minute  electrical  signals  stimulate  periodic  muscle  con- 
tractions— in  this  case,  in  the  diaphragm. 

The  breathing  pacemaker  is  the  first  payoff  from  a  decade- 
long  international  collaboration  of  researchers  led  by  William 
H.  Dobelle,  former  head  of  Columbia  University's  work  on 
artificial  organs.  To  consolidate  the  group's  efforts,  Dobelle 


recently  formed  Dobelle  Institute  Inc.  in  Glen  Cove,  '.T 
The  institute's  current  research  is  focused  on  devici  tj 
regulate  bladder  function  and  alleviate  intractable  pain.  Beit 
long-term  goal  is  to  develop  artificial-vision  technologyiia 
allows  the  blind  to  see.  An  experimental  implant  that  redv' 
signals  from  a  video  camera  and  stimulates  the  brain's  iv 
center  enables  test  patients  to  recognize  simple  blacly, 
white  shapes  projected  on  a  screen.  Dobelle  predicts  thafe, 
technology  will  be  perfected  by  the  turn  of  the  century*; 


YAMAHA'S  RECORDING  STUDIO 
FITS  IN  THE  PALM  OF  YOUR  HAND 


lext  week,  when  you  don  headphones  to  relax  to  us 
I  during  the  daily  commute,  the  melody  could  be  unioe- 
your  very  own  composition.  A  week  is  time  enough  forvt 
outright  neophytes  to  learn  to  patch  together  simple  ji^ 
with  the  QYIO  Music  Sequencer  from  Yamaha  Corp.  of  Ae; 
ca  in  Buena  Park,  Calif.  Yet  the  system  is  so  sophisticatecifc 
music  professionals  should  also  find  the  Walkman-size  g.igt 
helpful,  Yamaha  says. 

The  QYIO  comes  with  plenty  of  building  blocks  that  aii&r, 
can  assemble  and  adapt:  digitally  recorded  notes  in  30  iifei 
ment  "voices,"  from  classical  brass  and  strings  to  rock  058^ 
plus  26  drum  beats  and  76  background  rhythms,  incllir: 
swing,  reggae,  and  funk.  You  create  original  tunes  by  pii: 
an  instrument  and  playing  your  notes  on  the  QYlO's  miniau 
piano-style  keyboard.  Semiconductor  memory  chips  pine 
eight  recording  tracks — four  for  bass  and  rhythm  soundsiin 
others  for  melody  and  chord  lines.  Punch  a  button  to  clnf 
the  chord  or  key,  and  everything  else  automatically  fc^? 
the  new  beat.  When  you're  satisfied,  just  plug  the  $4(i* 
quencer  into  a  tape  deck  and  transfer  your  compositii'i 
cassette.  The  QYIO  is  showing  up  in  local  stores  now. 


A  BIG  STEP  TOWARD 

THE  BILLION-TRANSISTOR  CHIP 


Semiconductor  companies  are  already  starting  to  ge 
for  the  next  century.  No  wonder.  Before  the  yearM' 
they  will  need  to  shrink  their  transistors  from  the  ultrasrll 
0.75  microns  across — to  the  ethereal — just  0.25  microns,  lal 
400  times  thinner  than  a  human  hair.  Tomorrow's  supeiiil 
can  then  be  packed  with  hundreds  of  millions  of  transistc,' 
10  times  the  record  now.  And  a  year  or  two  into  thetft' 
century,  0.1-micron  widths  will  be  the  cutting  edge.  That'til 
enough  to  cram  billions  of  transistors  on  a  chip. 

To  achieve  such  "gigascale"  chips,  semiconductor  m?e 
will  probably  have  to  scrap  optical-based  "printing"  melM 
which  they've  used  for  the  past  two  decades,  and  tui 
something  like  X-ray  lithography.  Cypress  Semiconc^t 
Corp.  figures  there's  no  point  in  dawdling.  So  the  Sanft 
(Calif.)  company  may  become  the  first  to  put  X-ray  lithogpl 
into  commercial  production.  It  has  just  purchased  equips 
from  Hampshire  Instruments  Inc.  in  Rochester,  N.  Y.  S 
million  system  generates  X-rays  with  a  laser,  not  a  rooiSE 
synchrotron,  or  atom  smasher,  that  costs  at  least  $30  mjifli 
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YOUR  NEW  COMPUTE!: 
THE  TELEPHONE  k 

VOICE  PROCESSING  PUTS  A  POWERFUL  TOOL  AT  EVERYONE'S  FINGERTIPS 


Where  were  you  when  the  In- 
formation Age  dawned?  If 
you're  like  millions  of  Ameri- 
can office  workers,  sometime  during  the 
1980s  you  found  a  personal  computer  on 
your  desk.  When  you  finished  figuring 
out  how  to  use  a  spreadsheet  and  zip  off 
a  report  without  a  secretary's  help,  you 
were  expected  to  take  the  next  big 
plunge:  using  your  new  computer  to  get 
in  touch  with  the  head  office,  or  to  tap 
into  a  data  base,  or  to  send  pitch  letters 
to  prospects  via  electronic  mail. 

Maybe  you  never  really  got  that  far. 
But  it's  likely  that  you  became  part  of 
this  revolution  all  the  same — through 
that  most  familiar  instrument,  the  tele- 
phone. Increasingly,  the  nation's  240  mil- 
lion phones  are  doubling  as  computer 
terminals.  Rather  than  teach  consum- 
ers— or  office  workers,  for  that  mat- 
ter— the  arcane  process  of  data  commu- 
nications, businesses  are  finding  that  it's 
far  easier  to  get  people  to  punch  a  few 
buttons  on  a  touch-tone  phone  or  to  send 
and  receive  digitized  audio  messages. 
TELEPHOBES.  "Human  beings  are  crea- 
tures of  habit.  We  fundamentally  want 
the  machines  to  come  to  us  rather  than 
the  other  way  around,"  says  William  0. 
Sparks,  vice-president  for  sales  and  mar- 
keting at  Syntellect  Inc.,  a  Phoenix- 
based  maker  of  voice-response  equip- 
ment. Syntellect's  machines  allow 
depositors  to  tap  into  a  bank's  main- 
frame computer  from  their  touch-tone 
phones  to  find  out  when  a  check  cleared 
or  how  many  payments  are  left  on  a 
loan.  The  information  is  "read"  to  the 
caller  by  Syntellect  hardware,  which,  in- 
stead of  displaying  the  information  on  a 
screen,  renders  it  as  digitized  speech. 

Newcomers  such  as  Syntellect,  as  well 
as  such  industry  giants  as  IBM,  DEC, 
.\T&T,  and  the  Baby  Bells,  have  made 
phone-based  computer  communications 
into  a  multibillion-dollar  business.  Sales 
of  voice-mail  setups  and  voice-response 
systems  such  as  Syntellect's  should  hit 
$1.8  billion  Ibis  year  and  surpass  $2  bil- 
lion by  1995,  according  to  the  brokerage 
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firm  Hambrecht  &  Quist  Inc.  (table, 
page  128).  Then  there  are  computerized 
voice  services.  One  type  alone,  audiotex, 
should  generate  close  to  $1  billion  this 
year  by  giving  callers  everything  from 
stock  prices  to  horoscopes,  says  market 
researcher  Link  Resources  Inc. 

The  industry  might  be  a  great  deal 
larger,  save  for  one  small  problem:  Lots 


of  people  hate  doing  business  with  r 
chine,  even  if  it  is  attached  to  th  g 
old  telephone.  Who  hasn't  encounlres 
computerized  receptionist  that  lea; 
through  a  twisted  maze  of  optics  : 
fore  you  realize  you're  not  go.g 
reach  the  party  you're  trying  to  c;l? 
heard  from  a  computerized  diref-rm 
keting  machine  that  automatical! ,  diii; 
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Voice  processing 
is  no  blue-sky 
technology 
promising  a 
payoff 
tomorrow. 
Take  a  look 
at  what 
it 's  doing 
today 
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irnlxT  and  delivers  a  recorded 
ine  such  system  in  Colorado  di- 
ry  room  at  a  hospital  to  deliver 
I  ad  for  a  liquor  store. 
■je  the  problems,  voice  processing 
ding.  By  uniting  the  simplicity 
lipresence  of  the  telephone  with 
er  of  the  computer,  it  enhances 
immunicating  with  machines  by 
'ou  can  find  out  when  your  CD 
ure,  order  tulips,  reserve  an  air- 
;,  broadcast  a  voice  message  to 
les  force,  or  have  your  e-mail 
you  in  a  robotic  monotone.  It's 
cheaper  and  more  private  than 
\'ith  a  person,  and  it  can  be  done 
.  because  machines  never  sleep. 

While  computers  are  involved 
;se  operations,  they're  so  hidden 
-designed  system  that  even  tech- 
5  can  cope.  The  ultimate  in  user- 
computers — systems  that  recog- 
nan  speech  so  that  people  can 
:ctly  to  them — are  beginning  to 
t  of  the  lab  (page  130). 
phone-based  information  and 
ion  systems  lack  the  technologi- 
azz  of  on-line  computer  net- 


works, voice  processing  is  becoming  an 
important  tool  for  businesses  that  are 
struggling  to  find  a  cost-effective  way 
of  providing  services.  "As  far  as  I'm 
concerned,  it's  totally  indispensable," 
says  Julie  Bezotte,  customer  service 
manager  for  Emerson  Electric  Co.'s  In- 
Sink-Erator  Div.  in  Racine,  Wis.,  which 
has  a  toll-free  line  with  recorded  tips  on 
fixing  garbage  disposals.  Says  Bezotte; 
"It's  amazing  how  many  people  will  call 
it  at  one,  two,  three  o'clock  in  the  morn- 
ing." In  the  past,  those  calls  would  have 
gone  unanswered  because  the  company 
couldn't  afford  to  have  specialists  by  the 
phone  at  all  hours. 

But  voice  processing  isn't  only — or 
even  mainly — a  way  to  save  money.  Pi'i- 
marily,  it's  a  way  to  improve  communi- 
cations with  employees,  suppliers,  and 
customers  by  eliminating  wasteful  rou- 
tines such  as  telephone  tag,  where  peo- 
ple spend  hours  trying  to  make  contact. 
Travelers  Corp.,  the  Hartford-based  in- 
surance company,  found  that  1^%  of  its 
internal  telephone  calls  didn't  reach  the 
intended  party  and  607^  didn't  require 
conversation. 


Now,  Travelers  uses  voice  systems  for 
internal  and  external  communications. 
Customers  can  get  answers  to  routine 
queries  on  claims  and  coverage  directly 
from  its  mainframes  by  calling  an  800 
number.  That  frees  customer  service 
representatives  to  tackle  the  complex 
questions. 

To  speed  up  decision-making.  Travel- 
ers encourages  employees  to  leave  mes- 
sages in  each  other's  voice  mailboxes  at 
all  hours.  One  department  head  broad- 
cast a  voice  memo  into  several  mail- 
boxes simultaneously  on  a  Saturday 
morning  and  had  14  responses  by  4:30 
that  afternoon.  "We're  finding  that  voice 
mail  is  a  24-hour,  seven-day-a-week 
tool,"  says  E.  W.  "Gus"  Bender,  Travel- 
ers' second  vice-president  for  data  pro- 
cessing. He  says  that  employees  with 
voice  mailboxes  have  upped  their  pro- 
ductivity 207'  to  30%.  Says  Bender:  "It 
has  become  part  of  our  culture." 

The  latest  twist  on  phone-based  infor- 
mation systems  is  fax-back.  Callers  sim- 
ply indicate  what  information  they 
want — a  sales  brochure  or  map,  say — by 
punching  keys  on  their  phones.  Then 


Nancy  de- 
cides to  head 
straight  for 
Genechip's  facili- 
ty. To  avoid  high- 
way congestion, 
she  calls  a  com- 
puter that  has  up- 
to-the-minute 
traffic  informa- 
tion. The  comput- 
er sends  a  map  to 
her  home  facsimi- 
le machine  show- 
y  ing  the  best  route 
to  skirt  a  current 
traffic  iam 


B Arriving  at 
Genechip, 
Nancy  dials 
into  her  voice 
mailbox  again 
and  discovers 
that  there's  an 
electronic  mail 
message  from  her 
sales  rep.  But  she 
can't  receive  it 
because  she  left 
her  laptop  com- 
puter at  home.  So 
she  orders  the 
computer  to  con- 
vert the  e-mail 
into  a  facsimile 
and  send  the  fax 
to  a  nearby  ma- 
chine 


V. 


they  kc-y  in  theii-  fax  numbei"s  and.  voila! 
the  information  appears.  Cruising 
World  magazine  in  Newport.  R.  I.,  uses 
fax-back  on  a  900  toll  number  to  help 
yacht  buyei-s  shop.  Key  in  a  code  for  the 
boat  you  like,  and  Cndsing  World  vrill 
fax  you  "  ;mbei-s  of  readers 

v.hri  mv:.  .  The  SS.9b  chai'ge 
produces  a  modest  profit,  but 
-  .  .-portant.  the  ser- 
vice frees  the  staff 
from  answering  up  to 
300  inquii-ies  a  week, 
says  editor  Bernadet:- 
Brennan. 

It  has  taken  nearly 
three  decades  for  voice 
processing  to  get  this 
far.  AT&T  laid  the 
groundwork  in  the  m.id- 
1960s.  when  it  began 
touch-tone  phone  ser- 
vice. Few  customers 
knew  it.  but  the  beeps 
emining  from  their  new 
phones  were  really  a 
kind  of  computer 
code — a  different  tone 
for  each  number  from  0 
through  9.  Those  same 
tones  are  now  what 
make  a  telephone  a 
computer  terminal. 
OILY  ANCESTOR.  In  1966. 
before  remote  on-line 
computer  terminals 
were  common.  IBM  sold 
a  complex  mechanical 
de\-ice  that  let  branch- 
bank  tellers  call  up  to 
get  account  information 
from  a  bank's  main 
computer.  Immersed  in 
oil,  the  mechanism  had 
up  to  12S  magnetic  re- 
cording playback  heads. 
On  each  n-ack  v\-as  one 
word  or  number,  which 
would  be  triggered  to 
read  off  statements 
such  as:  ""Balance.  Is. 
Three.  Hundred.  Dol- 
lai-s.  And.  Zero.  Cents." 

The  industry  didn't 

take  off  until  the  1980s.   

when  microprocessors, 
inexpensive    memory  i 

chips,  digital  signal  pro-  I  

cessing  chips,  and  large-capacity-  disk 
drives  !  •  -  --adily  available.  These 
devices  :  issible  to  build  a  voice 


dent  for  business  development  at  Com- 
verse  Technology  Inc.  in  Woodburj-, 
X.  Y.  One  Syntellect  system  uses  30  Mo- 
torola eSOOO-seines  chips  any  one  of 
which  could  run  a  complete  Macintosh. 

WTiile  the  technology"  has  advanced, 
the  need  for  it  has  expanded  because  the 
pool  of  skilled  workers  is  getting 
tighter.  The  systems  let  operators,  re- 
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THE  VOICE  PROCESSING  BUSINESS 

Totoi  U.S.  market 
(Millions) 


$930 


VOKE-MAIL  EQUIPMENT 

Allows  users  to  record,  store,  forward,  and  broadcast  voice  messages 
with  touch-tone  phones.  Octal,  AT&T,  Northern  Telecom,  Rolm,  VMX 

VOKE-MAIL  SERVKE 

Instead  of  buying  special  equipment  to  handle  voice  mail,  some  com- 
panies prefer  to  use  outside  services.  Local  phone  companies,  service 
bureaus,  Baby  Bell  holding  companies,  long-distance  carriers 


VOia-RBPONSE  GEAR 

Responding  to  prerecorded  cues,  callers  can  instruct  a  computer  to 
complete  a  transaction  or  recite  information  by  pushing  the  correct 
key  on  a  touch-tone  phone.  y47'<Sr,  Syntellect,  InterVoice,  Dytel 


AUMOTEX  SERVia 

Supplies  recorded  entertainment  and  information  over  the  phone, 
sometimes  with  vcice-response  capabilities.  Call  Interactive,  an 
AT&T-American  Express  joint  venture,-  Universal  Studios,  MTV 


AUTOMATK  CAU  DISTRIBUTORS 

Parcel  out  incoming  colls  to  operators.  Rockwell,  AT&T,  Rolm,  North 
em  Telecom,  Teknekron,  Aspect,  Solid  State  Systems 


SPEECH  RECOCNITION 

Lets  computers  "understand  '  and  respond  to  the  human  voice.  AT&T, 
Texas  Instruments,  Kurzweil,  Dragon,  Verbex,  Voice  Control  Systems 


DATA:  HAMBREOfT  &  QOIST  INC.,  MARKH  WTauGBKI  MSEARCH  CORP., 
IJM(  RESOURCB  INC  .  NOfiTteM  BUS»IESS  N<)RMATK)N.  PIK)BE  RESEARCH  MC 


ceptionists.  clerks,  and  salespeople  focus 
on  human  interactions  instead  of  the 
drudge  work.  At  the  same  time,  rising 


The  next  big  move  into  voice  rr 
ing  is  likely  to  come  from  the  giat  B 
Bells.  They  were  freed  to  eia 
voicemail  business  in  198S  and  Ht 
beginning  to  roll  out  offerings,  ni  .• 
competition  vrixh  home  answerf 
chines.  They'd  like  to  offer  infcr 
senices  as  well — so  that  a  phonw 
ny  computer  could  call  you  at  6^  . 

give  you  a  weaitr 
port,  and  reminc  n 
your  own  pre-i  w 
voice)  to  take  yc  ? 
et  to  the  dr\-  a 
Federal  Dismci  !• 
Harold  H.  Greei  is 
ciding  whether  # 
the  Bells  offer  s  i* 
vices  poses  a»w 
problems. 

BAD  REP.  With 

expertise  and 
clout,  howev 
Baby  Bells  maylliF 
ven."  far  until  th 
warms  up  to  vo  ^'^ 
cessing.  Thou 
use  of  the  new 
ogies  has  alier  f 
broad  swath  of 
lie.  And  some  b* 
es  have  found 
stead    of  im 
producti\itj",  theiv 
systems  reduce(»a 
one  GTE  Corp.  u 
ployees  often  f 
ed  all  their  calls 
voice-mail  cor 
stranding  call 
■"voice-mail  jail." 

But  business 
coming  more 
about  how  to  i 
new  technologi 
GTE's  unit  was  a 
pull  the  plug  on 
tem,  it  called  in 
sultant.  VanguaiBr  :' 
munications  C( 
Mon-is  Plains.  N 
vised  GTE  to  hav 
son  answer  calls 
transfer  calle 

  voice  mail  only  i 

what  they  want. 
I  taught  employ 

 !  create  distributic 

to  broadcast  messages  to  select 
of  colleagues  at  the  touch  of  a 
Now  outsiders  are  happier  with  G 
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$406 


$900 


$493 


$100 


processing'  i;.  ^rcn:  for  a  fraction  of  the  I  postal  rates  and  falhng  long-distance  I  insiders  are  more  productive. 


cost  of  earlier  models.  \'oice  systems  !  rates  have  made  dealing  by  phone  more 

need  powerful  computers  because  just  attractive.  Indeed,  according  to  the  Di- 

storing  digitized  recordings  takes  over  rect  Marketing  Assn..  S196  billion  worth 

200  times  as  much  computer  memoiy  as  i  of  goods  were  sold  by  phone  last  year, 

storing  the  same  words  in  text  foiTn,  !  Nearly  all  big  telemarketers  tie  their 

figm-es  Stephen  R.  Kowarsky.  vice-presi-  j  phones  to  computers  for  efficiency. 
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A  bright  future  for  voice  prol 
may  not  come  fast  enough  foi 
companies  in  the  business.  Hurt 
recession,  the  combined  market 
tion  of  nine  of  the  biggest  public 
ed  voice  processing  companies  p 

SPECI, 


;t  year,  according  to  Steven  D. 

■  Hainbrecht  &  Quist.  Some,  such 
;-mail  supplier  Octel  Communica- 
ave  bounced  back,  but  Syntellect 
ides  at  around  7,  off  a  high  of 
24  a  year  ago.  Shares  of  Brite 
systems,  which  makes  audiotex 
s,  is  trading  at  around  5  after 
mblic  at  14  two  years  ago.  Dia- 
ic.  in  Braintree,  Mass.,  a  private- 
distributor  of  voice  processing 

s,  folded  last  November,  a  victim 
apid  e.Kpansion  and  the  recession, 
s.  A  further  shakeout  could  oc- 
)rices  continue  to  drop.  One  chal- 
)  specialized  hardware  makers  is 
)gy  that  turns  ordinary  PCs  into 
systems.  In  the  early  1980s, 
)  was  cheap  for  a  voice  mail  sys- 
3w,  Brooktrout  Technology  Inc. 
ham,  Mass.,  makes  PC-based  sys- 
th  special  circuit  boards  and  soft- 
lat  sell  for  $10,000  or  less.  The 
es  were  of  limited  use  because 
luldn't  interact  with  the  office 
ystem,  or  PBX — say,  to  turn  on  a 
3-waiting  blinker  on  a  phone, 
ey  can.  That's  forcing  makers  of 
:ed  hardware  such  as  Octel  to 
n  more  powerful  systems  that 
!tworking  or  other  extras. 
;  phone  switches  are  famous  for 
ftware  idiosyncrasies,  making  it 
turn  voice  processing  into  a  ge- 
ttachment.  Nevertheless,  stan- 
ion  is  beginning  and  could  make 
lice  processing  systems  closer  to 
lodity,  akin  to  the  PC,  says  Ed 
le,  president  of  Marin  Telemana- 
Corp.,  a  Novato  (Calif.)  consul- 
)mpanies  that  don't  want  to  be 
lity  suppliers  will  have  to  push 
;ed  products  into  new  niches, 
ly  for  them,  the  public  is  des- 
)  become  more  receptive.  The 

■  generation  thinks  nothing  of 
up  a  phone  to  tap  into  a  data 
:)r  updates  on  preteen  heart- 
^Jew  Kids  on  the  Block,  for  ex- 
fust  ask  third-grader  Carisa  Bur- 
or  fourth-grader  Courtney 
n  at  Lew  Wallace  Elementary 
^0. 107  in  Indianapolis.  Courtney 
■ee  voice-rnail  numbers  every  day 
hool:  one  to  find  out  what's  com- 
n  Spanish  class,  one  to  see  when 
:r  homework  is  due,  and  one  to 
:  the  next  day's  hot-lunch  menu, 
sn't  like  the  mixed  vegetables.) 
chool  No.  107,  even  kindergar- 
ise  the  voice-mail  system,  donat- 
he  semester  by  Ameritech  Corp. 
innan,  a  second-grader,  sums  up 
"ore  voice  mail  in  one  word: 
."  With  customers  like  Courtney, 
and  Chad  in  hand,  all  the  voice 
ng  industry  has  to  do  is  make 
inology  so  easy  that  even  adults 
fortable  with  it. 

By  Peter  Coy  in  New  York 


VOICE  MAIL  RUN  AMOK  AND  ROBOT 
PITCHMEN:  YOU  CALL  THIS  PROGRESS? 


The  chief  financial  officer  of  a  San 
Francisco  Bay  Area  company 
called  his  voice-mail  system  suppli- 
er in  a  panic.  Working  over  the  weekend, 
he  had  prepared  for  a  few  other  top  ex- 
ecutives a  voice-mail  message  on  a  layoff 
plan,  but  by  pressing  the  wrong  button 
on  his  phone  he  had  accidentally  sent  it 
to  every  voice  mailbox  in  the  company. 
The  unintentional  broadcast  could  have 
embarrassed  the  CFO  and  demoralized 


the  publicly  identified  layoff  targets. 
Fortunately,  the  supplier  was  able  to 
erase  the  digitized  message  from  the 
memory  of  the  voice-mail  computer  be- 
fore Monday  morning,  and  no  one  was 
the  wiser. 

That  near-disaster  several  years  ago  is 
the  kind  of  horror  story  that  is  spurring 
a  backlash  against  voice  processing. 
While  many  people  have  made  the  tech- 
nology part  of  their  daily  routines,  oth- 
ers reject  it  as  too  hard  to  use,  too  imper- 
sonal, or  both.  Many  systems  don't 
deserve  such  slams.  But  enough  do  that 
the  whole  industry  has  an  image  problem 
to  contend  with. 

At  the  top  of  the  enemies'  list  are 
automatic  dialing  machines  that  sequen- 
tially call  every  number  in  an  exchange 
and  play  recorded  sales  pitches.  Even  af- 
ter an  irate  consumer  has  slammed  down 
the  phone,  the  recording  can  keep  play- 
ing, tying  up  the  line.  According  to  con- 
gressional testimony,  a  New  York  wom- 


an whose  child  had  collapsed  couldn't  get 
through  to  an  ambulance  because  an 
auto-dialer  had  seized  her  line.  In  West 
Virginia,  an  errant  automatic  dialer 
hogged  the  airwaves  of  a  paging  system 
on  three  occasions  for  three  hours  at  a 
time,  preventing  a  thousand  subscribers, 
including  hospitals  and  police,  from  re- 
ceiving messages. 

Thirty-two  states  have  passed  laws  re- 
stricting or  banning  auto-dialers,  and 
Congress  is  considering  federal 
legislation.  The  Direct  Market- 
ing Assn.,  a  trade  group  that 
includes  the  leading  telemar- 
keters, says  it  supports  a  crack- 
down on  indiscriminate  auto-di- 
alers. But  it  argues  that  the 
leading  House  bill  would  unnec- 
essarily restrict  person-to-per- 
son telemarketing,  too,  making 
life  hard  for  live  salespeople. 
DIAL  o.  Unions  representing 
telephone  operators  hope  to 
capitalize  on  the  public  dislike 
of  auto-dialers  to  keep  phone 
companies  from  using  voice 
processing  technology  to  re- 
place operators.  Several  local 
phone  companies,  such  as  Mich- 
igan Bell  and  New  York  Tele- 
phone, already  use  machines  to 
process  collect  calls,  and  AT&T 
began  a  test  in  May  with  select- 
ed pay  phones  at  Dallas-Fort 
Worth  Airport. 

So  far,  operator  jobs  at  the 
phone  companies  have  been  cut 
through  attrition  rather  than 
layoffs,  but  operators  remain  concerned. 
They  insist  that  a  human  at  the  other 
end  of  the  line  can  make  a  critical  differ- 
ence. "If  a  child  who's  hysterical  reaches 
a  machine,  the  machine  is  not  going  to 
be  able  to  talk  the  child  through,"  insists 
Indiana  Bell  Telephone  Co.  operator  Su- 
san Baxter-Fleming,  a  Communications 
Workers  of  America  local  president. 

Phone  companies  say  they  aren't 
about  to  leave  their  customers  stranded. 
The  system  that  American  Telephone  & 
Telegraph  Co.  is  testing  automatically 
turns  a  call  over  to  an  operator  if  it  can't 
understand  what's  being  said  or  if  the 
caller  dials  0  or  says  "operator." 

Between  the  threat  of  more  regulation 
and  continuing  consumer  concern,  voice 
processing  is  bound  to  become  more  so- 
phisticated. It  can't  happen  too  soon  for 
people  like  the  hapless  San  Francisco 
CFO,  who  like  the  convenience  of  voice 
processing  but  hate  the  confusion. 

By  Peter  Coy  in  Neiv  York 
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OFFICE  AUTOMATION  I 


A  COMPUTER  THAT  RECOGNIZES 
ITS  MASTER'S  VOICE? 


introiii 


:  onit 

K  (Mi 


Slowly  but  surely,  the  technology  is  making  its  way  into  the  real  world 


Thomas  Fumai  is  the  type  of  New 
Yorker  who  talks  so  fast  that 
some  people,  even  his  wife,  have 
trouble  understanding  him.  At  work, 
though,  the  machine  on  his  desk  has  no 
trouble  at  all.  As  a  securities  trader  for 
Shearson  Lehman  Brothers  Inc.,  Fumai 
spends  much  of  the  day  chatting  with  a 
personal  computer.  When  Fumai  tells  it 
to,  his  PC  will  instantly  buy  or 
sell  $25  million  or  so  in  govern- 
ment bonds.  Not  only  is  speak- 
ing to  the  computer  easier  and 
faster  than  typing  but  it's  also 
less  error-prone,  he  says. 

Computers  that  can  under- 
stand and  respond  to  human 
speech  have  been  science-fic- 
tion staples  for  decades.  While 
versatile  conversationalists  like 
the  HAL  computer  in  JOOl:  A 
Space  Odyssey  have  not  yet  ar- 
rived, recent  advances  make  it 
practical  to  add  much  simpler 
forms  of  speech  recognition  to 
everyday  tasks  in  offices, 
homes,  hospitals,  and  factories. 
SMALL  TALK.  The  dream  of  get- 
ting computers  to  process 
speech  the  way  humans  do  has 
exasperated  some  of  the 
world's  best  minds.  "When  I 
started,  I  assumed  it  would  all 
be  solved  in  10  years,"  says  La- 
lit  R.  Bahl,  who  has  been  ex- 
ploring speech  at  IBM's  Thomas 
J.  Watson  Research  Center 
since  1972. 

Lately,  many  researchers 
have  concluded  that  it's  not 
really  imperative  to  create  com- 
puters that  can  comprehend  ev- 
erything. "Let's  have  a  ma- 
chine that  knows  all  about  just 
one  thing,"  says  Lawrence  R. 
Rabiner,  a  research  director  at 
.AT&T  Bell  Laboratories.  If  a 
computer  is  trained  to  under- 
stiind,  for  instance,  the  vocabu- 
lary of  booking  an  airline  reser- 
vation or  trading  stocks,  then 
the  problem  becomes  far  sim- 
pler (chc-'t). 

Thank.s  to  this  new  approach, 
the  technology  is  finally  living 
up  to  its  promise.  The  U.  S. 


market  for  speech-recognition  hardware 
and  software  will  surpass  $100  million 
this  year,  according  to  Probe  Research 
Inc.  in  Cedar  Knolls,  N.J.  That's  up 
from  $50  million  in  1990  and  from  almost 
nothing  in  the  mid-1980s.  Another  big 
factor  in  the  growth:  Speech-recognition 
programs,  which  a  few  years  ago  re- 
quired massive  mainframes,  can  now 


Be  IE' 


run  on  powerful  but  inexpensive  d 
computers. 

So  far,  the  biggest  market  hai 
for  systems  that  replace  the  keyin 
data  by  hand.  At  the  U.  S.  Postal  Smjiiiti 
branch  in  Oklahoma  City,  mail  s 
read  zip  codes  from  large  sacks—  m\ 
10,000  of  them  daily — and  spea  itej 
numbers  into  microphones.  Each 
then  routed  to  the  prop( 
trict.  Because  they  no 
have  to  put  down  the  ba: 
type,  they're  sorting  ai 
times  the  old  rate. 
ROBO  OPERATORS.  While 
ing  manual  data  entry 
leading  use  of  speech  r€  fcijte 
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LEGAL  AID:  WITH  DRAGON'S  SYSTEM,  HANDICAPPED  ATTORNEY 
DAVID  BRISTOL  CAN  CREATE  BRIEFS  AND  DOCUMENTS  HIMSELF 
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ZIPPIER  CODE:  SPEECH-RECOGNITION  GEAR  LETS  OKLAHOMA  MAIL 
SORTERS  KEEP  THEIR  HANDS  FREE  AND  WORK  FOUR  TIMES  AS  FAST 


tion  now,  two  other  forn 
become  more  popular 
two  years,  according  to 
Information  Associates 
market  researcher  in  L 
ton,  Mass.  The  first  is  au' 
ing  telephone  tasks,  su 
providing  directory  assi  -,  ^j, 
or  allowing  consumers  to 
merchandise  directly  by 
The  second  is  dictation:  u 
ly  converting  a  person's 
into  computer  text. 

Phone  companies  antici 
bonanza,  both  in  new  bu 
and  in  cost-cutting.  "S 
recognition  could  be  worti 
dreds  of  millions  of  dolla 
year  for  us,"  says  C 
Skrzypczak,  vice-presideif.  ..g 
science  and  technolog§ 
Nynex  Corp.  Some  savini 
says,  will  come  from  re( 
fraud  by  storing  a  "voice 
of  each  calling-card  cusl 
Since  a  voice  is  as  uniqui 
fingerprint,  phone  cheats 
be  foiled. 

Phone  companies  also  p 
save  money  by  autom 
some  work  that  human 
tors  do.  Many  phone  com] 
already  have  computers 
understand  your  "yes"  oi 
when  you're  asked  to  pay 
collect  call.  The  specter  of 
iijierators  has  phone  co: 
unions  up  in  arms  (page 
Nevertheless,  phone  c 
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forjfing  ahead.  In  i;)!)2,  Nynex 
introduce  voice-activated  dial- 
available  on  some  car  phones, 
ynex's  computer  has  been 
or  your  voice,  you'll  be  able  to 
the  phone  and  say  "Mom"  or 
id  the  computer  will  call  them, 
recognition  is  also  expected  to 
Brail  phone  use.  Phone  compa- 
re that  consumers  will  soon  be 
n  orders  to  voice-recognition 
s  owned  by  direct  marketers, 
an  filling  out  mail-order  forms. 
Zorp.  now  uses  such  a  system 
housands  of  dealers  to  place 
lise  orders  around  the  clock. 
:elephone  applications  may  soon 
the  most  pervasive  form  of 
icognition,  the  technology  caus- 
most  excitement  involves  con- 
peech  to  text.  The  holy  grail  is 
that  will  allow  people  to  treat 
ike  a  human  secretary,  verbally 
to  take  dictation  and  then  print 
documents. 

kPLENTY.  Two  Boston-area  com- 
iragon  Systems  Inc.  and  Kurz- 
ied  Intelligence  Inc.,  are  among 
est  along  in  that  area.  With  the 
I  recognize  30,000  words,  the 
ictate  system  can  convert  to 
st  anything  you  say.  But  it  still 
;ess  continuous  speech,  so  talk- 
t  pause  unnaturally  between 
i  That  stalls  the  pace  to  a  max- 
40  words  per  minute,  slower 
)roficient  typist.  "It's  not  de- 
or  able-bodied  secretaries  or 
s,"  says  Janet  M.  Baker,  presi- 
)ragon  Systems. 
i  $9,000  system  has  been  a  god- 
the  handicapped.  One  customer 
!rnment  attorney  named  David 
Despite  his  cerebral  palsy,  the 
lystem  enables  Bristol  to  write 
i  other  documents  himself.  The 
catching  on  so  well  among  the 
:hat  IBM,  instead  of  bringing  its 
mology  out  of  the  labs,  has 
first  commercial  dictation  prod- 
ragon's  technology, 
eil's  niche  is  health  care.  Its 
as  become  popular  in  hospitals, 
ictors  with  busy  hands  and  no- 
bad  handwriting  are  finding 
ing  to  a  computer  saves  time 
ore  accurate  than  jotting  notes 
t  later  be  transcribed  by  a  sec- 
;  used  to  take  five  days  to  gen- 
emergency-room  report  at  Mer- 
ital  in  Springfield,  Mass.,  for 
Now,  with  the  Kurzweil  sys- 
same  report  can  be  created  and 
1  less  than  five  minutes, 
lese  large-vocabulary  systems 
r  drawbacks.  Besides  not  being 
recognize  continuous  speech, 
it  be  trained  to  "learn"  the  nu- 
each  speaker's  voice.  It  often 
irs  for  a  system  to  gather  suffi- 
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The  human  voice  can  be  represented  as  a 
pattern  of  changing  audio  frequencies 
(above).  Speech-recognition  systems  compare 
human  voices  with  patterns  of  known  sounds 
of  syllables  and  words  stored  in  a  computer. 
The  computer  makes  comparisons — some- 
times thousands  of  them — until  it  finds  the 
pattern  that  most  closely  matches. 

But  this  method  has  limitations.  For  exam- 
ple, the  word  "wreck"  closely  matches  the  first 
syllable  in  "recognize."  When  patterns  are 
this  close,  the  computer  must  make  a  best 
guess.  And,  as  is  the  case  with  human  hearing. 


the  correct  choice  usually  depends  on  the  con- 
text of  the  sentence  or  phrase.  That's  where 
advances  in  linguistical  methods  help.  Those 
involve  statistical  models  to  guess  how  likely  it 
is  that  a  person  will  soy  "recognize"  as  op- 
posed to  "wreck  a  nice." 

The  final  choice  often  depends  on  the  appli- 
cation. For  instance,  if  a  computer  is  trained 
for  making  hotel  reservations,  it  would  under- 
stand a  customer  who  says,  "I  want  to  check 
in."  But,  if  it  were  programmed  to  take  fast 
food  orders,  it  might  take  that  as  "I  want  two 
chicken." 


cient  voice  samples  from  each  speaker. 
That's  not  acceptable  in  most  over-the- 
phone  tasks,  which  require  "speaker  in- 
dependence." Fact  is,  not  one  of  the  doz- 
en or  so  speech  systems  now  available 
commercially  can  instantly  understand 
large  vocabularies  of  naturally  paced 
speech  from  any  person. 
WORD  SPOTTING.  New  techniques  prom- 
ise to  overcome  such  limitations.  Lin- 
guistics programs,  for  example,  can  in- 
crease accuracy  by  anticipating  where  a 
noun  or  verb  is  likely  to  occur  in  a  sen- 
tence. "Word  spotting"  makes  small-vo- 
cabulary systems  far  more  useful  by  fil- 
tering out  irrelevant  words  or  phrases. 
So  if  you  reply,  "Um,  well,  yes,  thank 
you,"  to  a  question  that  requires  a  sim- 
ple yes  or  no,  the  computer  is  able  to 
disregard  everything  but  the  key  word. 

Despite  recent  progress,  researchers 
all  over  the  world  are  still  racing  to 
make  new  breakthroughs.  In  Japan,  for 
instance,  almost  every  high-tech  compa- 
ny is  working  feverishly.  Hitachi  Ltd.  is 


experimenting  with  so-called  neural  net- 
work systems  that  simulate  the  learning 
abilities  of  the  human  brain.  Rival  NEC 
Corp.,  meanwhile,  is  trying  to  combine 
voice  recognition  with  machine  transla- 
tion. A  prototype  unveiled  early  this 
year  grasps  words  spoken  in  Japanese 
and  renders  them  into  computer-synthe- 
sized English. 

Experts  predict  that  systems  with 
HAL-like  capabilities  will  indeed  arrive — 
but  probably  not  before  200L  Until  then, 
the  struggle  continues.  "Machines 
should  deal  with  humans  on  human 
terms,  not  on  their  own,"  says  Skrzypc- 
zak  at  Nynex.  If  that  happens,  when 
people  complain  of  computerphobia,  at 
least  the  computer  will  be  able  to  listen. 

By  Evan  I.  Schwartz  in  New  York,  with 
Keith  Hammonds  in  Boston  and  bureau 
reports 
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Once  again,  Compaq  is  giving  you  even  more  in 
a  notebook  or  laptop  PC.  And  once  again,  we're 
putting  our  partnerstiips  with  industry 
leaders,  like  Microsoft,  to  work  for  you. 

From  Marcfi  11  througfi  June  30, 
1991,  Compaq  will  give  you  a  free 
Microsoft  BallPoint  mouse  (a  $175 
value)  when  you  buy  a  COMPAQ  SLT  386S/20, 
COMPAQ  SLT/286,  COMPAQ  LTE  386S/20,  COMPAQ 
LTE/286  or  COMPAQ  LTE  Personal  Computer. 


The  Microsoft  BallPoint  is  an  exciting  ni 
pointing  device  that  clips  onto  either  side  of  j 
keyboard  and  goes  anywhere  your 
goes.  Then  with  a  flick  of  the  thu 
it  lets  you  roll  through  Windows,  w 
through  Word  or  shoot  the  Wor 
Better  yet,  it  offers  a  new  way  to 
the  features  and  performance  packed  into  COM 
notebook  and  laptop  personal  computers. 

In  fact,  no  one  builds  more  into  PCs  so  si 
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r  battery  life,  so  you  can  work  without  inter- 
n.  More  fixed  disk  drive  storage,  so  you  can 
m  bigger  tasks.  Better  performance,  so  you 
'ork  faster. 

In  otlier  words,  nnore  of  what  you  want  and 
[what you  don't.  Namely,  unwanted  pounds 
iches. 

No  one  gives  you  more  peace  of  mind,  either. 
AQ  PCs  endure  the  industry's  most  exhaustive 
or  reliability  and  compatibility.  And  they're 


backed  by  a  worldwide  warranty  that's  both  the  most 
comprehensive  and  the  easiest  to  use  in  the  industry. 

To  see  a  COMPAQ  notebook  or  laptop  in  action 
with  the  BallPoint  mouse,  contact  your  Authorized 
COMPAQ  Computer  Dealer.  For  the  location  nearest 
you,  call  1-800-231-0900,  Operator  136.  In  Canada, 
1-800-263-5868,  Operator  136. 

 comPAa 

It  simply  works  better. 
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Commentary/by  Russell  Mitchell 


THE  CASE  FOR  BUILDING  THE  B-2  BOMBER 


Amid  all  the  triumphs  of  high- 
tech weaponry,  the  Persian 
Gulf  war  taught  the  Air  Force 
two  lessons  it  really  didn't  want  to 
learn:  There's  still  a  place  for  an  air- 
plane that  can  drop  tons  of  dumb  iron 
bombs  on  the  enemy.  And  the  only 
U.  S.  aircraft  that  can  do  the  job  now  is 
the  B-52,  the  newest  of  which  rolled  off 
the  assembly  line  29  years  ago. 

The  Air  Force  insists  that  a  more 
recent  plane,  Rockwell  International 
Corp.'s  B-1,  was  "capable  of  perform- 
ing its  wartime  mission."  But  while  B- 
52s  were  pounding  Iraq's  Republican 
Guard,  the  B-1  was  grounded  by  en- 
gine problems.  And  even  had  it  been 
flying,  the  B-1  couldn't  have 
helped  much  in  the  gulf:  It 
isn't  equipped  to  carry 
most  nonnuclear  bombs. 
As  the  Air  Force  scrounges  funds  for 
the  bomber  fleet  of  the  21st  century. 
Carter  Administration  Defense  Secre- 
tary Harold  Brown  and  others  have  a 
radical  idea  that  makes  sense:  Scrap 
the  B-1  as  a  waste  of  money  and  re- 
place it  with  Northrop  Corp.'s  new  B-2. 
HUNGER  FOR  PORK.  The  97  B-ls  in  the 
fleet  cost  at  least  $28  billion  to  buy. 
But  they  are  so  riddled  with  problems 
that  they  may  never  be  fixed.  For  ev- 
ery repair  made,  it  seems,  another 
breakdown  occurs.  The  far  more  capa- 
ble B-2,  meanwhile,  faces  extinction. 
Last  year,  the  Bush  Administration 
barely  arm-twisted  enough  money 
from  Congress  to  keep  it  alive.  And  on 
May  8,  the  House  Armed  Services 
Committee  voted  to  kill  further  produc- 
tion of  the  B-2.  Congress  could  cancel 
the  program  this  year — leaving  the  B-1 
as  the  nation's  new  workhorse  bomber. 

That  would  be  a  big  mistake.  Presi- 
dent Carter  axed  the  original  B-1  in 
1977,  before  it  went  into  production. 
He  knew  that  improved  stealth  technol- 
ogy would  render  the  plane  obsolete 
and  was  fed  up  with  its  cost  overruns. 
But  Ronald  Reagan  revived  the  bomb- 
er, despite  the  strong  reservations  of 
Defense  Secretary  Caspar  W.  Weinber- 
ger. Obsessed  with  the  cold  war,  the 
Reagan  Administration  had  the  B-1  de- 
signed mainly  to  drop  nuclear  weapons 
on  the  Soviets.-  Flag-waving,  plus  some 
$14  billion  in  B-1  subcontracts,  had  the 
desired  effect.  A  pork-hungry  Con- 
gress licked  its  chops  and  went  along. 


The  B-1,  however,  has  never  worked 
right.  In  1987,  three  crew  members 
died  when  a  B-1  crashed  after  sucking 
a  bird  into  its  engine — a  mishap  that 
isn't  supposed  to  down  a  plane.  Anoth- 
er cracked  up  in  1988  after  a  fuel  line 
ruptured.  The  plane's  radar-jamming 
equipment  is  full  of  glitches  that  would 
make  it  a  sitting  duck  against  ad- 

THE  B-2  BOMBER  ISN'T 
CHEAP,  BUT  AT  LEAST 
IN  TEST  FLIGHTS, 
IT  WORKS 


HOW  THE  HEAVY 
BOMBERS  COMPARE 


B-1 


DEPLOYED:  1985 
STRENGTHS:  Fast,  relatively  new 
WEAKNESSES:  Problems  with  engines,  de- 
icing,  and  defensive  avionics.  It's  only 
semi-stealthy,  and  has  a  limited 
conventional  bombing  capability 


B-2 


DEPLOYED:Two  test  planes 
STRENGTHS:Stealthy,  designed  for  both 

nuclear  and  conventional  bombing 
WEAKNESSES:Costs  $865  million  each*, 
three  times  the  B-1.  It's  also  unproven  in 

flight  except  for  preliminary  testing 

'Assuming  purchase  of  75  planes 

DATA:  BW 


vanced  radar.  And  faulty  de-icing  gear 
limits  its  cold-weather  service. 

Recently,  the  plane's  General  Elec- 
tric Co.  engines  have  started  to  fail. 
Last  fall,  a  cracked  fan  blade  caused  a 
B-l's  engine  to  disintegrate  and  fall  off 
over  the  Colorado  desert.  In  December, 
blade  cracks  totaled  a  second  B-1  en- 
gine. From  last  Dec.  19  to  Feb.  5,  the 
B-1  fleet  was  grounded  while  devices 


were  installed  to  keep  broken 
from  being  sucked  into  the  en| 
The  General  Accounting  Office  s 
permanent  fix  could  cost  $500  m 
Meanwhile,  each  engine  must 
spected  for  cracks  with  a  flasl 
and  mirrors  afier  every  flight. 
WISE  BUY.  Killing  the  B-1  would 
throwing  good  money  after  bad. 
cent  Rand  Corp.  study  says  that 
ing  the  plane  would  save  $1.5  bill: 
repairs  and  upgrades  needed  to  g( 
bomber  battle-ready,  plus  $12  bill: 
operating  and  support  costs  ovi 
years.  Billions  more  could  be  sav^ 
closing  the  B-l's  four  U.  S.  bases 
Those  dollars  would  be  1: 
spent  on  the  B-2.  Admittedlj 
plane  costs  a  king's  ransoi 
far.  Congress  has  approve 
billion  to  buy  15  B-2s, 
billion  each.  With  mo 
search  and  develop 
already  paid  for,  tl 
additional  B-2s  the  Air 
wants  would  cost  $35  billion  more 
ering  the  average  cost  to  $865  m 

That's  three  times  the  B-l's 
But  at  least  in  test  flights,  th( 
works.  And  it's  a  better  plane 
stealthy  enough  not  to  need  the  ( 
fighter  and  radar-jamming  escort 
B-1  and  B-52  need.  The  B-2  cj 
40,000  pounds  of  bombs,  the  san 
the  B-1  if  converted  to  conven' 
weapons.  And  the  B-2  could  flj 
7,000  miles  from  Diego  Garcia  to  ] 
dad  and  back  without  refueling.  T 
1  would  need  three  tanker  planes 
The  counterargument  from  cor 
sional  foes  is  that,  with  the  i 
threat  fading,  there's  no  need  to 
the  bank  for  the  B-2.  Still,  as  th( 
on  Iraq  showed,  the  Air  Force  f 
bly  can't  do  without  a  big  bom 
which  would  be  the  practical  eff( 
letting  the  B-2  die.  Boeing  Co.'s 
might  have  suffered  intolerable 
in  the  gulf  had  the  Iraqis  ope 
their  air-defense  system  better.  A 
any  case,  it  can't  last  forever. 

'That  makes  the  B-2  the  bomb 
choice  for  the  next  few  decades.  IV 
it  is  overdesigned  for  jobs  sue 
Iraq.  But  starting  a  more  m 
bomber  now  from  scratch  would 
more  than  building  more  B-2s. 
money  tight,  it's  time  to  admit  thf 
B-1  was  a  costly  mistake. 
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the  image  specialist. 

For  more  inlormation  write: 
Mila  Copyslar  America.  Inc., 
PO  Box  3900,  Peoria,  Illinois' 
61614,  or  call  1 -SOO-ABC-MITA 
©  1991  Mita  Copystar,  Inc, 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
1  -800-424-3090 
(312)  337-3090 
OR  WRITE: 
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BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREE 
SUITE  632 
CHICAGO,  1160611 
FAX:  (3 12)  337-5633 


Franchising 


Franchise 

your  business! 

For  the  expert  help  you  need 

to  become  a  franchisor, 
call  the  franchise  specialists 

Ffoncofp 

New  York  Chicago        Los  Angeles 

Ne»  Vo-k   t*V  1001!      Ol.mpia  Fit(ij5  IL  60a6t    Loi  (IngeKs  U  3O04i 

(212)  922  3600     (70B)  461-2900     (213)  336-0600 

1-800-877-1103 


Boats 


THE  POKE  BOAT" 
ITS  EVEKfTHING 
A  CANOE  ISNT. 


It  weighs  only 
28  pounds.  For 
under  $800 

you  can 
buy  more 
than  a 
canoe. 


Business  Opportunities 


DISTRIBUTORS  WANTED 


Our  80  year  old  electronics  com- 
pany has  developed  a  state  of 
the  art  computer  aided  product 
that  attaches  lo  any  home  or 
office  thermostat  and  cuts  heat- 
ing and  cooling  bills  by  up  to 
$450  per  year.  Simple  do-it- 
yourself  installation  Retails  for 
$59.95  with  one  year  money 
back  guarantee.  For  sample 
unit  or  price  list  contact: 

NATIONAL  ELECTRIC 
CONTROLLER  COMPANY 

P.O.  Box  3043  •  Skokie,  IL  60076 
(708)  674-7888 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 


■  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Foruiard-tllt 
feature 


BackSaver  [S^^.h. 

53        Aw,  DgiL  Hllf,  lUMia.  MAOlTtt  ^ 


Take  Your  Shopping 
Cart  Home 


S     Shop  and  Travel 
Independently 

•  Seal  for 
Resting 
Lightweight 
Folds  Flat 
•  Locking 
Brakes 


For  Free  Inlormation: 
1.800.872-4566 

AmericanWo/ker  Inc. 
797  Market  St.  Dept  BW 
MadeinUSA  Oregon,  Wl  53575 


1  DONUT  =  20  MINS  JOGGING 


Too  Dusy  to  plan  daily  Oiet  &  exercse? 
5  mins.  an  IBM  compaltDie  computer, 
and  The  Menu  4  Exercise  PlannersofTware 
16  all  that's  needed  lo  track  daify  calorie, 
cholesterol,  fat  intake  &  caiorie  ootpoi 
Pian  3  rneals,  snacks.  &  exercse  Marry 
(ood/exerc«e  choices  Send  Si9  95  to: 

Dunn  Enterprises 

Box  1014.  N  Atlleboro  MA  02761 


Business  Publications 


IMPROVE  MEETINGS 

Pockelguideto  managing  and  evaluat- 
ing meefngs,    76  ideas  for  Belter 
Problem  Solving  and  Deasion  Malting 
Meetings.  Send  SS.OO  each,  $4  each 
for  51  Of  mae  (overseas  $7). 
Cook  Associates 
16  Arcadia  Road 
Old  Green\«ch,  CT  06870 
 203-637-1118  


Office  Supplies/Equipment 


Why  have  over  20,000  American  businesses  started  buying 
office  supplies  from  Wholesale  Supply  Company? 

Take  a  ]ooi  al  a  small  «mple  of  our  pncing  and  see  how  much  you  shcxild  be  vivmg. 


HP  Laser  D  Caitndge 

a.s  low  a.s  Sfty  99 

Maxell  5.25"  DSDD  Disk,  Bx/IO 

.'i.24 

1 "  Ring  Binder 

.89 

Standard  Staples.  Bx, 

46 

because  we  offer  more  for  a  whole  ht  less! 

MllOIJilS/lLK  Call  now  for  a  tree  catalog. 

Wh<)(esale  Supply  Company  seUs  only  to  businesses,  govemmeni  agencies,  schools,  and  institubons. 


Menswear/Fashion 


men's  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  It. 
Excellent  variety,  styling 
and  quality  Send 
for  FREE 
CATALOG 


The  Widest  Seleclion  ol  Ihe  WiilesI  Shoes  Anywhere! 

HITCHCOCK  SHOES,  INC 

Dept  55DHingham,  MA  02043 


TIESTAY 


Ends  Floppy  Neckwear  Forever.. 
Fits  Behind  Tie 

Holds  and  Centers 
Any  Tie  INVISIBIV 
without  marring 
fabric  or  design  as 
with  lacl<Y  old  fashioned 
jewelry.  22kt.  Cold  fin- 
ish. 

•EASY  TO  USE 
•GIFT  BOXED 
•PERFECT 
GIFT 
$1495, 


jiEHOLBEKS  iHmmiomco. 


(503)  246-1222 


Travel/Resorts 


Kiawah  •  Wild  Dunes  I 
Myrtle  Beach  w 

plus  other  Delu.xe  Golt  \'atation,s  by 

QOLFi^UEST  \ 

Call  tor  rescr\ations  or  our  lirochurc  M 
919»467«7401  Horeign)  H 


Retirement  Living 


RETIRE  TO  NC 

Beautiful  golf  &  lake  homesites  in 
one  of  North  Carolina's  finest 
nnasterplanned  communities.  Only 
310,900  w/owner-assisted  financ- 
ing available.  Free  color  literature. 

1-800-768-7358 


Business  Service; 


50,000  LEADS 

THE  TOP  84»J?^^: 

1991  Corporate  Direc 

Includes  business  description, 
phone,  financials,  stocks  of  9,0( 
companies  and  details  50,000 
and  directors.  Two  Vol 's  of  2,50 
incl.  8  indexes  on  Industrie 
Officers,  Owners,  Subsid.  et.al. 
VISA/AMEX  800-258-5737, check 
sS  ALKEK  s  The  Corporate  Dirti 

1452  TUia  Avenue  t 
San  Maleo,  CA  944 
Fax  orders  41S-3413f 


RESEARCH  REPORTS  ' 

19,278  academic  topics  av. 
Send  $2  00  for  the  306-pa(  * 
talog  Custom-written  report 
available  Research  Assis 
11322  Idaho  Ave  #206BF,  L 
geles.  CA  90025  Toil-Free  h  uc, 
800-351-0222  (California.  ™" 
477-8226) 


Capital  Available 


■m 


$5,000  CASH  AVAILA 


to  start  or  expancJ  Irr 
business.  Guaranteed' 
FREE   revealing  (jelfi 
Write:AMERICANBUSI^ 
CLUB,  301-BB  Plym 
Drive,  Dalton.GA  30721- 


VENTURE  CAPIT>ls 

S500,000  &  UP 

For:  expansions,  start-ups,  frani 
mergers,  acquisitions,  manageme 
outs,  reorganizations,  letters  of 
financial  guarantees,  accounts  rec 
financings  equipment  leasing.  All  L 

The  Bayskore  Croup 

NYC:  (212)  838-667< 
^      Other:  (800)676-6806 


Cable  TV 


si 


CABLE  TV  DESCRAMBI 

CONVERTERS,  ACCESSO  iBSj 

Name  Brands.  Lowest  Prices.  Best.' 
For  FREE  16'page  color  catalog 

CABLE  READYfSOO)  234-1 
COMPANY    l"""!  ' 


IT  PAYS  TO  ADVERTISE  IN  THE 
BUSINESS  WEEK  MARKET-PLACE 

The  Business  Weel<  Market-Place  Section  is  a  specia 
vertising  feature  appearing  in  the  first  issue  of  each  mc 
The  fvlarket-Place  provides  an  ideal  Showcase'  for  ac 
tisers  who  have  products  or  services  that  appeal  to  E 
ness  Week's  more  than  6.2  million  responsive  reader 

For  rates  and  information  write: 
BUSINESS  WEEK  MARKET-PLACE 
1 00  East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 
or  call  (31 2)  337-3090  or  FAX  (31 2)  337-5633. 


FOR  AD  RATES 
D  INFORMATION 

PHONE: 
1-800-424-3090 
;3 12)  337-3090 
OR  WRITE: 


MMBUSINESSnwtEK 

mARKETriM 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (3 12)  337-5633 


Wine  Cellars 


INE  CELLARS  BY  t^/: 

(MADE  WOOD  MODELS  ♦  1 14  TO  3400  BOTTLES  ♦ma'oe in  u s  a 

FACTORY  DIRECT  TO  YOU  ^'^^ 


■  M/C  -  AMX 
DISCOVER 


MODEL     DESCRIPTION      APPRX  CAPACITY 


440 

700 

296 

114 

230 

700FUR 

700HH 


Upright 
Upright 
Credenza 
Compact 
Two  Doors 
Fur  Vault 
l-tis  and  Hers 


400 
600 
280 
114 
230 
8  to  10  Furs 
300  bottles  4/5  Furs 


SUGG 
RETAIL 

S2495 
2995 
2695 
1395 
1795 
2995 
3995 


Designers' non  wood  model  60  bottle  glass  door  899 


YOUR 
COST 
$1695 
1995 
1795 
995 
1195 
1995 
2995 
659 


JP  Int'l  ♦  1 34  W  1 3 1  St  St  (PO  Box  6 1 6 1 E)  ♦  Los  Angeles,  CA  9006 1 
iO/777-VINO  (777-8466)  or  213/719-9500  fax  2i3/7i995i8 

SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


cation/lnstruct'on 


brge.  The  Right  Step 
)ur  Son's  Success. 

idividual  attention,  an  excel- 
Tic  program,  and  a  structured 
)  learning.  Over  95%  of  our 
;o  on  to  a  college  or  university, 
vels  7-12,  post-graduate  and 
)llege 

intermediate  and  advanced 
evels 

;-to-faculty  ratio  9-to-l 
rs  of  mandatory  study  each 

idon  in  sports,  clubs, 
an  and  flight  programs 
lonally  renowned  band 
ir 

issistance  and  scholarship 

800-234-VFMA 

-  VALLEY  FORGE 

America's  ForiTiio.si 
MILITARY  ACADEMY  & 
„  JUNIOR  COLLEGE 


[xport/lmport 


/IMPORT  DIRECTORIES 
ES  &  PUBLICATIONS 


&  WEST  EUROPE 
R.,  CANADA  &  U.S. 


S031,  fax:(415)495-4394 
A TIONAl,  TRADK  PRKSS 
SI,,  #  2-304,  San  Francisco,  CA  94107 


Computers/Office  Equipment 


iri'mflRYfTlflC 


INDUSTRIESINC 


Our  1 5th  year  of  DISCOUNTS 

TANDY®  COMPUTERS 

Toll  Free  800-23 1-3680 

22511  KalyFwy  Katy  (Houston)  TX  77450 
1-713-392-0747  Fax  (713)  574-4567 


Financial  Services 


FEDERAL  LOANS 

For  Small  Business 
Now  Available. 
(800)  777-6342 
For  Free  Details 


THE  TELOFUND  REPORT 

5  Tui  Annualbed 

46% 

Fidelity 

38% 

Vanguard 

TeloFundisaweekly 

Switch  Hotline  using 
an  extensively  tested 
computer  model. 

Free  Report 
800-828-2219 

Auanta.  Ga, 

Home/Recreation 


onlcey  business. 


FREE  COLOR  CATALOG 

1-800-233-7757 


The  splinter-free  cedar  4x4's  in 
our  playsets  are  so  strong  your 
kids  can  go  ape  in  complete 
safety.  Cedar  resists  rotting 
naturally  without  chemical 
pressure-treatments. 

ujorkf 


Rt,  1 ,  Box  640-BW 
Rockport,  Maine  04856 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cottun,  American  Made  polo  shirts,  custom  enihruiJereJ  with  your  lugo 
iire  such  fjood  quahty,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  )ust  12  •^hlrt•^,  tor  a  price  list  and  catalogue 

f^'"-''"""  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  BW16  ,  119  N  I  Ith  St,.  Greenpoint.  NY  11211 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  the  dial  of 
an  elegant  watch  Precision  QTZ  move- 
ment, gold  tone  case,  genuine  leather 
band  1  yr  warranty  Remarkably  inexpen- 
sive even  in  small  quantities 

Send  $16  50  ana  any  size  logo  on  letter 
head,  photo  or  artwork  We'll  rush  you  a 
personalized  quartz  watch  sample  Ideal 
for  incentives,  premiums,  gifts, 
awards,  etc, 

UNIONWIDE  WATCHES,  INC. 

671  Brea  Canyon  Rd  ,  Suite  3 
Walnut.  CA  91 789 
(714)598-7299 
ATTN  Mr  Yale 

Money  Back  Guarantee 


Corporate  Gifts 


Authentic 


CIVIL  WAR 


PHOTOGRAPHS 

as  seen  on  PBS 


Museum-quality  pfiotographs 
from  Matthew  Brady  r 


COLLECTOR'S  PORTFOLIO:  four  11  x  U-inch  images 
of  Generals  Grant,  Lee,  Sherman  and  Jackson  $295 
Cerbficafe  of  AuthenticJy  included  Shipped  liee 
VISA/^€  accepted  lllusliated  bixhure  available 
SATISFACTION  GUARANTEED 

DIADEM,  INC 

0^1  201  871-1410  FAX  201  871-3395 


580  SVLVflN  AVENUE 
EI^GLEWOOO  CUFFS,  HI  07632 


Remington  Bronzes 

Now  available  lo  collectors,,. 
Full  size,  museum  quality, 
Lost-wax,  hot-cast,  bronze 
reproductions  of  23  works 
by  Frederic  Remington 
FREE  COLOR  CATALOG 
Mountain  Man   HT:  29'  $695 

MUNYON  &  SONS 

1119  Waverly  Hts,  Dr.,  Thousand  Oaks,  CA  91360 
FAX  1  805496-7842, 
VISA/MC/AM  EX  1  800  289-2850 
FREE  SHIPPING-SATISFACTION  GUARANTEED 


Corporate 
Tits 

(150  PC  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 

Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
CT  06807  •  II.S.A. 
Dept.  BW  (20J)  869  3006 


IMAGE 
BUILDERS 


PROMOTE  YOUR  LOGO  ON.. 


EMBROIDERED 
CAPS  AS  LOW 
AS  $4.29 
IMPRINTED 
CAPS  AS 
LOW  AS 
$2.89 


CALL  FOR  FREE  CATALOG 


The  Corporate  Choice 
800-792-2277 
In  CA  800-826-8585 

3952  Point  Eden  Way 
Hayward,  CA  94545 


1^ 


ersonal  Business 


EDITED  BY  AMY  DUNKIN 


Workplace 


BIOWING  THE  WHISTLE 
WITHOUT  PAYIHG  THE  PIPER 


In  1984,  George  Collier,  a 
West  Coast  regional  man- 
ager for  MCA,  noticed 
something  funny  going  on  at 
the  entertainment  company. 
Some  executives  were  order- 
ing big  shipments  of  free  rec- 
ord albums  for  recipients  not 
entitled  to  them.  Suspecting  a 
possible  kickback  scheme. 
Collier  notified  his  supervi- 
sors three  times.  Instead  of 
thanks,  he  got  fired,  suppos- 
edly for  not  performing  his 
job  adequately,  according  to  a 
wrongful-termination  suit 
filed  by  Collier  in  Los  Angeles 
County  Superior  Court. 

Collier  is  not  as  famous  as 
Ernest  Fitzgerald,  an  Air 
Force  employee  who  identi- 
fied billions  in  cost  overruns 
at  Lockheed  in  1968,  or  as  the 
Morton  Thiokol  engineers 
who  tried  to  stop  the  launch 
of  the  space  shuttle  Challeng- 
er. But  Collier,  too,  is  a  classic 
whistle-blower.  Unfortunate- 
ly, MCA's  response — firing 
him — also  appeared  to  be  clas- 
sic. Following  a  recent  prelim- 
inary ruling  in  Collier's  favor 
by  a  California  appellate 
court,  MCA  is  appealing  to  the 
state  Supreme  Court. 
OUTCASTS.  In  theory,  most 
people  agree  that  blowing  the 
whistle  takes  courage,  integri- 
ty, and  conviction.  But  in 
practice,  many  "ethical  dis- 
senters" attest  that  they  are 
treated  like  pariahs — if  not 
fired  outright — after  finger- 
ing wrongdoing.  When  MIT 
scientist  Margot  O'Toole  ex- 
posed fudged  research  data 
for  a  scientific  article  signed 
by  Nobel  laureate  David  Bal- 
timore, she  lost  her  job.  It 
was  only  in  April — five  years 
later — that  she  was  vindicated 
when  Baltimore  admitted  that 
the  research  was  flawed. 

If  you  find  yourself  in  the 
dicey  position  of  witnessing  a 
breach  of  ethics,  a  crime,  or  a 


health  or  safety  threat  in  the 
workplace,  you  need  to  pro- 
ceed carefully.  Protection  for 
federal  workers  who  expose 
fraud  or  wrongdoing  is  fairly 
broad,  but  that's  not  the  case 
for  many  private-sector  work- 
ers. A  misstep  can  leave  you 
jobless  and  without  legal  re- 
course, and  it  can  ruin  your 
reputation. 

The  problem  is  that  laws 
protecting  whistle-blowers  are 
extremely  spotty.  Certain  en- 
vironmental laws  and  work- 
place safety  regulations  have 
whistle-blower  provisions.  But 


many  states  are  loath  to  inter- 
fere with  "at  will"  work  con- 
tracts. Maine  will  protect  pri- 
vate-sector whistle-blowers 
only  if  they  follow  strictly  de- 
scribed procedures.  Mississip- 
pi and  Georgia  offer  almost 
no  protection,  notes  attorney 
Daniel  Westman,  author  of 
Whistleblowing:  The  Law  of 
Retaliatory  Discharge  ($47, 
BNA  Books). 

Protection  means  prohibit- 
ing an  employer  from  firing 
or  otherwise  retaliating 
against  you.  Practically 
speaking,  it  means  the  right 


to  sue  for  harassmt 
wrongful  discharge, 
why  you  need  to  build 
to  protect  yourself  ev 
fore  you  expose  wrong 
IN  DUPLICATE.  Lawyer 
counsel  whistle-blowe 
you  should  immediate!; 
documenting  the  probl( 
your  response  to  it.  Fii 
to  verify  your  susj 
about  what  you  th 
wrong.  Some  accountin' 
tices  that  are  legal  und 
laws  may  look  suspec 
nonaccountant.  Before 
ing  accusations,  yoi 


.41  2 
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PERSONAL 


)tain  the  confidential 
an  expert  or  attor- 
knowledge  of  your 
^ou  blow  the  whistle 
king  that's  not  ille- 
■e  really  bare,"  and 
even  vulnerable  to 
n  claims,  says  CHff 
a  San  Francisco  em- 
lawyer. 

vein,  it's  important 
evidence  of  a  wrong- 
!ferably  written  doc- 
Vhether  or  not  such 
vailable,  keep  a  jour- 

the  date  and  details 
ongdoing,  as  well  as 

actions  in  alerting 
ent  or  refusing  to 
5.  Make  sure  you 
last  two  copies  of  all 
documents — and 

of  them  away  from 

au're  convinced  that 
,  live  or  work  with 
ledge  of  the  wrong- 
x'W  face  a  thorny  de- 
'^hom  do  you  tell? 
5ck  to  see  if  your 
has  an  official  proce- 
ich  may  include  an 
an's  office  that  han- 
plaints.  Otherwise, 
I  memo  that  details 
cted  problem.  If  you 
r  immediate  supervi- 
him  or  her  the  "for 
i  only"  memo.  Don't 
patient:  Your  super- 
f  need  to  take  time 
3nt  the  problem,  too, 
'ully  carry  the  prob- 
le  corporate  ladder. 
TH.  But  if  you  sus- 
'  supervisor  of  being 
scam,  you'll  have  to 
ladder  yourself.  The 
directors  is  ultimate- 
sible  for  the  compa- 
ivior.  You  may  have 
identical  letters  to 
ector  outlining  the 
if  internal  attempts 
ork.  If  even  that 
vork,  consider  send- 
stter  to  the  corpora- 
al  counsel,  since  any 
vho  knowingly  sup- 
egal  activity  faces 
nt. 

your  attorney  gives 
?o-ahead,  do  not  use 
a  to  air  your  griev- 
porters  love  a  juicy 
malfeasance,  but  in 
ates,  going  to  the 
Pore  making  a  good- 


faith  effort  to  tell  your  em- 
ployer may  ruin  your  chances 
of  winning  a  wrongful-termi- 
nation case. 

For  tips  on  blowing  the 
whistle  anonymously  and  hir- 
ing a  lawyer,  and  for  other 
resources  for  ethical  dissent- 
ers, call  the  independent,  non- 
profit Government  Account- 
ability Project  in  Washington 
(202  347-0460).  GAP  publishes 


vs.-Goliath  scenario  in  front 
of  a  jury  is  potentially  explo- 
sive for  a  company,"  says 
Westman.  Indeed,  in  July, 
1990,  a  jury  in  California 
awarded  a  former  employee 
of  the  drug  company  Syntex 
$17.5  million  in  compensatory 
and  punitive  damages  in  a 
wrongful-termination  suit  re- 
garding a  product  safety  is- 
sue. A  judge  subsequently  re- 


IF  YOU  HAVE  A  TALE  TO  TELL 

DO..  .  Make  sure  your  allegation  is  correct.  Something 
may  look  fishy  but  be  allowable  under  a  technicality  you 
don't  understand 

►  ...Keep  careful  records.  Document  what  you've 
observed — and  your  attempts  to  rectify  the  problem  or 
alert  a  supervisor.  Keep  copies  outside  the  office 

►  ...Research  whether  your  state  provides  protection  for 
whistle-blowers.  It  may  require  that  you  follow  special 
procedures 

►  ...Be  realistic  about  your  future.  Talk  to  your  family  and 
make  sure  you're  prepared  for  a  worst-case  scenario, 
which  can  include  loss  of  job,  severe  financial  burdens,  and 
blacklisting  in  your  field.  Even  if  you're  not  fired,  you  may 
be  treated  with  suspicion  by  colleagues  and  management 

DON'T..  .  Assume  a  federal  or  state  law  will  protect 
you  as  the  "good  guy."  Legal  protection  for  private-sector 
workers  is  often  inadequate  and  varies  widely  state  to 
state.  Most  federal  protection  covers  only  government 
workers 

►  ...Run  to  the  media.  You  may  be  giving  up  certain  rights 
or  risking  a  defamation  suit.  Check  with  an  attorney 
before  contacting  any  reporters 

►  ...Expect  a  windfall  if  you're  fired.  Although  some  states 
allow  punitive  damages,  you  may  be  eligible  only  for  back 
pay  and  reinstatement — in  a  place  where  you  probably 
don't  want  to  work  anyway 

DATA  GOVERNMENT  ACCOUNTABILITY  PROJECT,  BW     „  , 


an  informative  booklet,  Cour- 
age Without  Martyrdom,  for 
which  it  asks  a  $10  donation. 
The  book  tells  potential  dis- 
senters to  ask  themselves 
some  hard  questions.  For  ex- 
ample, are  you  sure  your  mo- 
tivations for  exposing  a 
wrongdoing  are  not  based  on 
sour  grapes,  revenge,  or  pub- 
lic attention?  If  they  are,  your 
company  can  exploit  that  in 
battling  your  allegations. 

If  you  end  up  filing  a 
wrongful-termination  suit, 
chances  are  you'll  settle  be- 
fore going  to  court.  "A  David- 


duced  the  award  to  $3.56 
million.  Syntex  is  appealing. 

If  your  state  disallows  puni- 
tive damages,  your  award 
from  a  court  victory  could  be 
limited  to  back  pay,  attorney's 
fees,  and  reinstatement.  But 
settling  carries  its  own  set  of 
tough  decisions:  A  settlement 
offer  may  include  a  nondisclo- 
sure clause.  A  company  can't 
prohibit  you  from  revealing  il- 
legal activity  to  law-enforce- 
ment officials.  But  if  you  are 
blowing  the  whistle  on  a  safe- 
ty or  ethical  issue,  will  you 
swallow  your  principles  and 


help  the  company  keep  the 
wrongdoing  quiet? 

Sometimes  there  are  other 
rewards.  The  Cavallo  Founda- 
tion in  Cambridge,  Mass.,  an- 
nually makes  several  $10,000 
awards  to  employees  or  gov- 
ernment workers  who  show 
"moral  courage"  in  exposing 
unsafe  or  illegal  activities. 
And  so-called  false-claims  leg- 
islation passed  in  Congress 
and  by  California  has  added  a 
new  twist:  Citizens  are  enti- 
tled to  awards  for  blowing  the 
whistle  and  bringing  suit 
against  contractors  who  de- 
fraud the  government.  Cali- 
fornia will  give  a  successful 
whistle-blower  up  to  257<  of 
the  money  saved. 

But  whistle-blowing  is  no 
ticket  to  fame  and  fortune. 
Many  employers  will  not  fire 
you  outright  for  identifying 
wrongdoing,  but  you  may  be 
shunted  to  an  unpleasant  job 
or  told  your  position  has  been 
phased  out.  Or  your  employ- 
ers may  say  you're  being 
fired  for  incompetence  or 
claim  that  you  are  allowing 
personal  feelings  or  ambitions 
to  cloud  your  judgment. 
'SO  ALONE.'  Anne  Livengood,  a 
51-year-old  medical  office 
worker,  knows  the  embarrass- 
ment that  can  follow  blowing 
the  whistle.  In  a  wrongful-ter- 
mination suit  she  has  filed,  Li- 
vengood alleges  she  was  fired 
from  a  physical  therapy  clinic 
in  Fremont,  Calif.,  after  she 
notified  management  that  its 
accounting  system  billed  in- 
surance companies  for  unde- 
livered services.  "You  feel  so 
alone  and  intimidated,"  says 
Livengood,  who,  after  her  dis- 
missal, claims  she  was  escort- 
ed out  of  the  building  by  the 
company  accountant.  Eric 
Schiffer,  CEO  of  the  clinic, 
says  he  will  countersue  for  al- 
leged theft  of  documents  and 
for  libel. 

In  late  May,  Congress  is  ex- 
pected to  consider  GAP-spon- 
sored  legislation  that  would 
extend  whistle-blower  protec- 
tion to  private-sector  employ- 
ees. But  even  if  it  passes,  re- 
member that  laws  can  only 
help  protect  your  job.  They 
won't  lessen  the  arduous  and 
even  devastating  emotional 
toll  that  blowing  the  whistle 
can  exact.         Joan  Hamilton 


USINESS 


BUSINESS  WEEK/JUNES,  1991  139 


llSEEiliEliZl 


Computers 

LET  YOUR 
PC  DO 
THE  FAXING 


When  Dan  Gorman 
says,  "I'll  fax  it  to 
you,"  he  doesn't 
feed  sheets  of  paper  into  a 
machine.  The  president 
of  AK  Systems,  a  Jericho 
(N.  Y.)  computer  consult- 
ing firm,  taps  a  key  on 
his  PC.  The  matter  on  his 
screen  then  goes  over 
phone  lines  to  emerge  on 
paper  from  his  custom- 
er's fa.x  machine. 

Gorman  accomplishes 
this  task  with  the  aid  of  a 
fax  board,  a  plastic  rect- 
angle imprinted  with 
electronic  circuitry  that 
fits  inside  the  computer.  The 
board  lets  the  PC  communi- 
cate with  distant  fax  ma- 
chines. When  first  offered  by 
a  handful  of  makers  a  few 
years  ago,  fax  boards  cost 
$600  to  $1,000,  roughly  the 
price  of  a  fax  machine  itself. 


But  now,  some  two  dozen 
brands — with  such  names  as 
EZ-Faxit,  SatisFaxtion,  and 
TurboFax — are  available  for 
from  $200  to  $500.  Be  wary, 
though,  of  super  discounts:  A 
$90  model  may  let  your  com- 
puter send  faxes  out  but  not 
receive  ones  coming  in. 
PRIVATE  EYES.  A  computer 
with  a  fax  board  gives  you 
more  control  over  incoming 
faxes  than  a  regular  fax  ma- 
chine. All  incoming  material 


shows  a  junk  fax,  you  simply 
touch  a  key  and  send  it  into 
the  ether. 

Like  a  good  fax  machine,  a 
fax  board  lets  a  computer 
transmit  automatically  at  off- 
peak  hours  when  phone  rates 
are  lower.  The  PC  can  also 
store  incoming  faxes  automat- 
ically as  they're  received, 
keep  a  log  of  all  fax  activity, 
and  perform  word  processing 
or  other  tasks  while  it's  re- 
ceiving a  fax. 


tions,  which  sells  the  p 
Fax96  board  at  $195,  wi 
sell  a  modem  version  fo 

If  you  use  an  extern 
dem,  or  if  you  have  a 
several  companies  m 
lightweight  fax-modem 
that  simply  plugs  in' 
computer's  serial  port, 
the  size  of  a  cigarette  j 
ZoFax  model  from  [ 
costs  $350. 

If  there's  a  drawb; 
faxing  by  computer,  it 


goes  directly  to  your  PC, 
where  you're  the  only  one 
who  sees  it.  There  are  no  pa- 
per copies  lying  around  for 
others  to  read.  If  you  want  a 
hard  copy,  you  can  print  one 
out  on  a  dot-matrix  or  laser 
printer.  And  if  your  screen 


It  takes  only  a  few  minutes 
and  a  screwdriver  to  take  off 
a  computer  cover  and  slip  a 
board  inside.  Increasingly,  fax 
boards  are  sold  with  built-in 
modems  that  fit  into  one  of 
your  computer's  internal 
slots.  Fremont  Communica- 


you  can't  send  such  thi 
photos,  drawings,  or  ni 
per  clippings.  To  do  thi\ 
could  fit  your  PC  with 
ning  device  to  convert  t 
terial  into  electronic  dat 
a  scanner  is  a  costly 
about  $1,000.  Don 


'■!m  I 


YOU  recently  mailed  your 
check  to  the  Internal 
Revenue  Service — and  vowed 
to  lower  the  stray  interest  in- 
come that  swelled  your  bill 
from  Uncle  Sam.  One  way  to 
do  that  is  to  sweep  your  cash 
from  taxable  interest-bearing 
accounts  into  a  tax-exempt 
money-market  fund. 

-Judging  by  the  $93  billion 
that  now  fill  them,  these 
funds  already  are  popular. 
And  with  rates  on  taxable 
money  funds  declining  faster 
of  late  than  their  tax-free 
brethren,  expect  to  see  even 
more  money  pouring  into  the 
250  or  so  such  funds.  Some 
pay  interest  that's  free  of 
U.  S.  taxes,  but  not  state  and 
local  taxes,  while  others  are 
exempt  from  all  income  tax- 
es. With  the  variety  of  yields 
these  funds  pay,  picking  one 
can  be  tricky. 

Even  with  the  shrinking 
spread  between  ta.\able  and 
tax-exempt  funds,  the  tax- 
free  route  may  not  pay  off 


Smart  Money 

TAX-EXEMPT  MONEY  FUNDS: 
IT'S  A  JUNGLE  OUT  THERE 


unless  you're  in  the  top  31% 
bracket.  State  taxes  are  also 
important.  Do  you  live  in  a 
state  that  levies  no  income 
tax,  such  as  Texas?  Or  do 
you  pay  a  steep  state 
rate,  as  do  New  Yorkers 
and  Californians? 

Once  you  know  where 
you  stand,  you  can  start 
looking  for  the  right 
fund.  The  prospectus  is 
key;  among  other  things, 
it  will  disclose  a  fund's 
investment  strategy.  If 
the  fund  invests  solely  in 
U.  S.  Treasury  bills, 
you'll  owe  tax  only  to  the 
feds.  If  it  buys  notes  of 
many  states,  you'll  pay 
just  a  state  tax. 

Let's  consider  some 
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cases.  Say  you  live  in  Flori- 
da, where  there's  no  state  in- 
come tax,  and  you're  in  the 
top  tax  bracket.  You  might 
do  best  with  a  fund  that  in- 


THE  HIGHEST-PAYING 
TAX-FREES 

Fund                          Annual  yield* 

Taxable 
equivalent 
yield** 

STRONG  MUNICIPAL 

5.19% 

7.52% 

EVERGREEN  TAX-EXEMPT 

5.17 

7.49 

CALVERT  TAX-FREE 
RESERVES 

5.08 

7.36 

TEMPinON  TAX-FREE 

5.03 

7.29 

USAA  TAX-EXEMPT 

4.89 

7.09 

TAX-FREE  FUND  AVERAGE 

4.23 

6.13 

*7-day  compounded  rote  for  week  ended  May  14 
**At  the  31  %  federal  rote 

DATA:  IBC/DONOGHUE  MONEY  FUND  REPORT 

vests  in  short-term  m 
pals.  The  average  yie 
such  funds  now  runs 
4.239!,  equivalent  to  a 
able  yield  of  6.13%. 

GREATER  RISK.  Now,  SU; 

you  live  in  the  Golden 
There,  a  fund  that  in 
solely  in  California  i 
would  be  exempt  from 
fornia  state  and  federa 
es.  Recently,  the  hig 
yielding  such  fund,  Ge 
California  Mun; 
Money  Market  I 
paid  5.14%.  A  ta: 
fund  would  have  t( 
8.21%  to  match  that 
taxable  yields  now 
age  only  5.74%. 

Remember  that 
state-specific  funds 
less  diversified,  tl 
riskier.  And  whil 
money  fund  has  de 
ed,  none  is  guarai 
But  for  a  bit  more 
you  can  keep  more  . 
ey  beyond  the  taxi 
grasp.        Robert  E 


•  130 


PERSONAL  I 


3x  to  Companies 

:  gives  the  starting  page  for  o  story  or  fea- 
3  significant  reference  to  a  company.  Most 
;s  are  indexed  under  their  own  names, 
s  listed  only  in  tables  are  not  included. 


rlines  94 
press  116 
26 
8 

o& 
16 


Iter  38 
6,  129 

■onics  54 


Eastern  Air  Lines  94 
Eastmon  Kodak  44 
Electrolux  98 
Emerson  Electric  126 
Engelhard  124 
Equitable  118 
Ericsson  (L.M.)  52 


Kanebo  38 

KnowledgeWare  54 

Kurzweil  Applied 
intelligence  130 


Potlatch  120 

Price  Waterhouse  50 

R 


LA.  Gear  44  44 
Laura  Ashley  44 
Lois/GGK  106 
M 


r  de  Puerto 
i  104 

14 

items  126 
hnology  126 


Federal  Express  106 
Fiat  44 

First  Capital  Holdings  27, 
116 

First  Executive  27 

Ford  44,  144 

Fremont 
Communications  140 

Fujitsu  44,  52 
G 


ABC  88 


ational  120 


GE  24,88,98,  134 

General  Dynamics  5 
Georgia-Pacific  120 
Gilbert  Tweed  Associates  5 
GM  26,44 
Goodyear  44 
Granada  Foods  124 
Groupe  Bull  44,  52 
GTE  126 

H 


lology  126 


94 


3l  34 


124 


Halifax  Square 
Associates  114 

Hampshire  Instruments  124 

Honomog  44 

Hercules  36 

Hertz  106 

Hewlett-Pockard  24 

Hitochi  44,  52,  100,  130 

Hondo  26 

Honeywell  34 

I 


Madison  Notional 
Bonk  114 

Moersk  104 
Monnesmonn  Kienzle  44 
Marin 
Telemonogement  126 

Marketing  Corporation  of 
America  106 

Matsushita  104 

Maxell  106 

Maytag  98 

Mazda  44 

MCA  138 

McCobe&Co.  106 

McDonnell  Douglas  Spoce 
Systems  122 

MCI  29 

Metropolitan  Fiber 
Systems  29 

Michigan  Bell  129 

Mitsubishi  44,  48,  50,  52 

Mitsui  Manufacturers 
Bonk  116 

MorningStor  118 

Motorola  44 

N 


Rally's  106 

Raytheon  98 

Reebok  106 

Renault  44,  50 

RJR  Nabisco  116 

Rockwell  International  134 


Saotchi  &  Sootchi  1 18 

Sanyo  44 

Sea-Land  24,  104 

Sears  98 

Sequent  Computer 
Systems  24 

SGS-Thomson  44 

Shared  Medical 
Systems  120 

Sheorson  Lehman 

Brothers  130 
Siemens  44 
Signet  Banking  114 
Singopore  Airlines  94 
Sony  44 
Southland  118 
Swissair  94 
Syntellect  126 
Syntex  138 
Systems  Technology  36 
T 


06 


130 


IBM  44,  126 
ICL  44 

IDS  Finonciol  Services  112 

Indiono  Bell 
Telephones  129 

International  Paper  120 

ion  Implont  Services  36 


Notional  Circuits  54 
Notional  City  38 
NBC  88 
NEC  44,  130 
New  York  Telephone  129 
Nike  106 
Nissan  26,  50 
Nordstrom  38 
Northwest  Airlines  94 
Nynex  130 

o 


Teleport  Communicotions 
Group  29 

Texos  Instruments  44,  52 

Thermo  Electron  24 

Toshiba  44,  48,  100 

Toys  'R'  Us  38 

Trans  World  Airlines  94 

Trovelers  126 


Unisys  34 
United  Airlines  94 
U.S.  Sprint  29 

V 


Vanguard 

Communications  126 
Volvo  44,  50 

w 


Octel  Communications  126 
Olivetti  44 
Orion  Pictures  38 


Japan  Storage  Battery  26 

Jordan  McGroth,  Cose  & 
Taylor  106 


PACE  Sports  54 

Pan  Am  94 

Panasonic  44,  48 

Paramount 
Communications  88 

Performance  Factors  36 

Philips  44,50,98 


Wocool  38 
Warburg  (S.G.)  118 
WaterPik  Teledyne  124 
Whirlpool  98,  100 
Women's  World  Bonk  104 

X 


Xerox  44 

Y 


Yomoho  124 

z 


Zoltrix  140 


s^ipireo  uaAos  ^ssqi  uiojj  sSuidRjos 
^qj  ;31B|mun,)0R  osp  p|noA\  ,wifH9j 
o)  qjfnou,)  8iio(  |i  jr  d^9?j  noA  pip  jng 

u^m  p[noA\  9i|  iBip  piiy  -jparnoA  jno 
IBip  p.)jn%  A|(|B(|ojd  no^  saipireo 
5f  (U(jj)  SjiuidBjos  ^ip  p^ioa[]o,) 
SRiuimy  'spimoj  siq  8in>p3iu  ii|  j,)[|(u 

^pBui  p.n?q,nu^  st?iinnqj  ^^m^ 

soiqojay  pjqajg^ 


if  you're  not 
recvcung  . 
yduiethroMg 

ITAU.AWM 


1-800-CALL-EDF 


BUSINESS  WEEK/JUNE  3  19^1141 


WtyAre 

Software^ 

Rom 

AHaidwaie 
Compai^ 


1 


1 


i 


mug 
men 


5III6G 


A  conflict  of  interest.  That's  all  we  do. 

That's  what  every  computer  maker  faces  Which  is  one  reason  why  almost  100%  of  t 

when  it  comes  to  software.  The  more  fortune 500  use  our  software  on  their  mainframe 

efficient  the  software,  the  less  hardware  midrange  and  microcomputers, 
the  customer  needs  to  buy.  Of  course,  sometimes  our  software  solutia 

Aiid  vice  versa.  are  so  effective  our  clients  end  up  saving  millions 


GA90S 


Especially  vice  versa.  dollars  in  hardware  costs. 
'rhJgospmcas       We  on  the  other  hand,  have  a  But  that  doesn't  upset  us  one  bit. 

7ahicoj\"'e%'cA  somcwhat  different  perspective.  We're  a  And  you  I^HP^TIffflfmj^Htt^,. 

software  solution,  goftwarc  compauy.  An  independent  can  imagine  how 


software  company.  Our  one  and  only  objective  is  to     our  clients  feel 
offer  the  most  effective  software  possible.  about  it. 

©  1991  Computer  Associates  International,  Inc.,  711  Stewart  Avenue,  Garden  City,  N.Y  11530-4787  1-800-645-3003 
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EUROPE  BRACES  FOR 
THE  JAPANESE  CHALLENGE 


For  decades,  the  Japanese  made  huge  inroads  into  the 
U.  S.  market  while  Washington  tolerated  egregious 
Japanese  protectionism  against  U.  S.  products.  Now, 
the  Japanese  are  extending  their  reach  beyond  East  Asia 
and  North  America  to  Europe,  which  until  now  has  escaped 
the  full  force  of  Tokyo's  attention  (page  44).  That,  in  turn, 
has  predictably  resulted  in  alarmed  proposals,  as  protection- 
minded  industrialists  and  politicians  demand  a  Fortress  Eu- 
rope to  withstand  the  Japanese  onslaught. 

Trepidation  about  le  defi  japonais  was  among  the  causes 
of  a  change  in  Premiers  in  France.  Only  time  will  tell  if  new 
Prime  Minister  Edith  Cresson's  passionate  criticism  of  the 
Japanese  is  only  domestic  political  posturing.  But  French 
protectionism  is  nothing  new,  and  the  heart  of  the  matter  is 
whether  other  European  governments  will  be  swayed  by 
Madame  Cresson's  logic.  France's  partners  in  the  European 
Community  must  decide  whether  to  heed  Cresson's  call  to 
resist  Japanese  encroachment  on  their  turf  or  whether  to 
accept  the  inevitability  of  Japanese  competition  in  Europe 
and  make  the  best  of  it.  Either  way,  it  has  been  America's 
fate  to  serve  as  guinea  pig  for  their  decision. 

And  there  are  lessons  to  be  learned  from  the  U.  S.  reac- 
tion to  the  Japanese  challenge.  For  one,  many  would  say 
U.  S.  antitrust  policy  has  been  a  self-imposed  handicap  in 
combating  Japanese  imports.  The  EC  may  want  to  reconsider 
the  wisdom  of  strengthening  its  internal  antitrust  policies 
just  as  the  Japanese  are  making  major  strides  in  Europe. 
For  another,  unwavering  pressure  must  be  applied  to  Tokyo 
to  open  up  its  own  markets.  Europe  is  already  making 
mistakes  similar  to  the  ones  the  U.  S.  made.  The  biggest  is 
the  failure,  despite  many  grand  pronouncements,  to  formu- 
late a  common  approach  toward  Japan. 

Whatever  the  Europeans  decide,  the  scope  of  the  chal- 
lenge to  U.  S.  industry  takes  on  another  dimension.  U.  S. 
industry  has  a  $150  billion  stake  in  Europe's  decision 
through  investments  there.  And  for  the  sake  of  those  invest- 
ments, as  well  as  U.  S.  exports  to  Europe,  U.  S.  companies 
will  have  to  be  more  quality-conscious  and  competitive  in 
cost  than  ever  before. 


FREE  TRADE,  YES 

—AND  JOB  TRAINING,  TOO 


Congress  seems  ready  to  give  President  Bush  the  go- 
ahead  to  negotiate  free  trade  with  Mexico.  It  should 
vote  a  resounding  "Yes,"  because  joining  the  two  mar- 
kets will  spur  economic  growth  in  both.  The  result  will  be  to 
create  new,  well-paid  jobs  in  the  U.  S.  to  offset  any  shift  to 
Mexico  of  low-wage  jobs.  And  with  a  bigger,  integrated 
market  as  a  home  base,  U.  S.  companies  will  be  more  com- 
petitive against  Japanese  and  European  rivals. 
There's  a  cloud  in  this  prospect,  however.^  As  low-skilled 


industries  move  south  of  the  Rio  Grande,  economid 
books  say,  American  workers  and  resources  can  be  J 
into  higher-tech,  better-paid  operations  that  require} 
skills.  But  those  textbook  arguments  assume  a  sr 
functioning  U.  S.  labor  market  with  educated  workerl 
reality  is  that  the  U.  S.  also  has  a  large  pool,  estimatecT 
million,  of  workers  and  unemployed  people  who  are  fuj 
al  illiterates.  With  that  handicap,  many  who  have  bee 
to  hold  low-skilled  jobs  can't  possibly  qualify  for  the 
demanding  jobs  that  are  created.  If  free  trade  wide! 
gap  between  employed  and  unemployable  Americans,! 
be  a  social  disaster. 

To  avoid  this  trap,  the  U.  S.  must  do  much  more 
has  in  the  past  to  train  workers.  President  Bush  has  pi 
aid  to  retrain  workers  who  lose  their  jobs  to  Mexicj 
that,  by  itself,  would  be  too  little,  too  late.  He  muq 
offer  incentives  to  employers  to  upgrade  workers' 
while  they  still  have  jobs,  and  to  recruit  and  train  wl 
from  the  ranks  of  the  poorly  educated  and  unskilled.F 
doxically,  companies  such  as  Ford  Motor  Co.  are  a| 
doing  just  that — in  Mexico.  Congress  should  insisl 
stepped-up  training  go  hand  in  hand  with  free  tradj 
American  as  well  as  Mexican  workers. 


THE  BIG  BOARD  I 
STARTS  TO  FACE  REALITY* 


Traditions  die  hard  at  the  New  York  Stock  Excli 
For  years,  the  trading  floor  persisted  with 
manual  systems.  Even  when  it  belatedly  admitt 
computer,  it  protected  the  functions  and  livelihood  ofl 
bers  who  worked  on  the  floor.  The  NYSE  continued  toj 
that  specialists,  who  are  supposed  to  maintain  a  fa| 
orderly  market  in  their  assigned  stocks  and  who  accoi 
a  quarter  of  the  Big  Board's  membership,  were  crucial 
functioning.  Yet  in  recent  years,  as  competing  elec| 
trading  systems  siphoned  away  volume,  the  exchanj 
installed  several  automated  systems  that  have  reducfj 
specialists'  role.  Specialists  are  involved  in  only  20% 
volume.  But  the  exchange's  trading  role  has  continij 
shrink.  More  than  40%  of  the  trading  in  NYSE-listed 
ties  is  now  being  conducted  in  other  markets. 

To  combat  that  decline,  the  exchange  has  set  in  mo 
reform  that  will  reduce  the  specialists'  role  even 
(page  32).  It  recently  requested — and  received — per 
from  the  Securities  &  Exchange  Commission  for  a  twi 
pilot  project  to  trade  stocks  for  up  to  75  minutes  afl 
normal  4  p.m.  closing  time.  Significantly,  the  afterl 
trading  will  be  totally  electronic  and  without  specialists 
exchange  is  studying  the  possibility  of  24-hour  tradinf:' 
The  Big  Board  is  finally  facing  competitive  reality.  It 
it  moves  further  toward  round-the-clock  operations, 
meet  growing  pressure  from  specialists  and  otherjil« 
members  to  preserve  antiquated  procedures.  The  excTO 
must  resist  that  pressure.  Electronic  trading  has  f'V^i 
itself  in  other  markets,  and  if  the  Big  Board  doesn't  k^;)  uj 
technologically,  the  lights  at  11  Wall  Street  may  be  t'nt| 
out  a  long  time  before  4  p.m.  rolls  around. 
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1991  J  D  Power  and  Associotes'  Computer  End  User  Satisfaction  Study  Phase  I  Office  Based  Small  to  Medium  Sized  Businesses*  Responses  from  Business  End  Users  at  1 ,784  business  sites.  Small  | 
to  medium  size  businesses  were  based  on  office  sites  witfi  between  1  and  499  employees  Best  Personal  Computer  m  Office  Based  End  Uset  Satisfaction  in  Small  to  Medium  Size  Businesses  J  D  Power  ! 
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1.  Dell 
 ^ 

2.  Apple 

3.  AST 

4.  Hewlett-Packard 

5.  Everex 

6.  CompuAdd 
6.  Compaq 

8.  Epson 
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10.  NFC 


j.  D.  Fewer  and  Associates'"  just  released  these  results 
from  the  first  ever  industry  Customer  Satisfaction  Index 
for  personal  computers,  in  small  and  medium  sized 
businesses.  And  if  you'll  pardon  any  immodesty,  we're 
proud  to  share  them  with  you. 

Computer  users,  in  indicating  their  overall  satisfaction, 
ranked  Dell  "Best  Personal  Computer  in  Customer 
Satisfaction!' 

While  these  results  may  surprise  some  people,  it's 
not  surprising  to  people  who  already  own  a  Dell"  PC, 
notebook,  laptop  or  server.  Because  satisfying  our 
customers  is  how  we've  built  a  $500  million  business 
in  just  seven  years. 

Every'  step  of  the  way,  from  the  initial  phone  call, 
through  the  custom  configuration  of  the  computer,  to 
service  and  support,  our  customers  talk  to  us  directly. 
For  as  long  as  they  own  the  computer  And  every  inquiry 
our  customers  make  is  logged  onto  a  special  database. 
In  the  end,  we  know  their  system  as  well  as  they  do. 
Maybe  better 

So  if  you're  impressed  by  these  numbers,  call  the 
number  below,  or  visit  the  exclusive  retail  source  for  Dell 
computers,  Comp  USA,  The  Computer  Superstore!" 


DELL 


COMPUTER 


CORPORATION 


800-234-7759 

for  more  intomiatiDn  call. 
Hours:  7am-9pmCTM-F8am-4pmCTSat. 
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IN  THE 

DEVELOPING 
WORLD 

WATER  IS  A 


DIRTY  WORD 


I.  fiiccf 

Thousands  of  children  are  dying  from  drinking 
unsanitary  water  eveiy  day  and  we  need  your  help. 

Please  call  1-800-252-KIDS  to  find  out  how  you, 
your  friends  and  your  community  can  get  involved. 

You'll  be  helping  to  save  a  child's  life.  Please  call. 

A  future  for  every  child.  1-800-252-KIDS 

United  states  Committee  for  Dcpt.  211 


unicef 


United  Nations  Children's  Fund 

Agency:  MacNamara,  Clapp<&  Klein,  \nc. 


IS  THIS  HOW  VOU  FELT 
AFTER  VOUR  LAST  BUSINESS  TRIP 


I. 


Did  you  feel  crumpled?  Folded? 
Bent?  Spindled^ 

We  know,  we  know.  Taking  a  busi- 
ness trip  can  really  take  its  toll,  as  you 
rush  fronn  airports  to  hotels  to  meet- 
ings. And  back  again. 

That's  why,  at  Alaska  Airlines,  we 


comfortable,  at  home  and  relaxed. 

We  start  with  small,  but  welcome 
touches  like  fresh,  delicious  meals. 
Complimentary  wines.  And  seats  with 
a  tad  more  legroom. 

Mostly  though,  we  try  to  be 
thoughtful,  friendly  and  kind.  In  hopes 
that  we  can  smooth  out  some  of  the 


rough  edges  of  business  travel. 

Next  trip  up  or  down  the  wes 
coast,  call  your  travel  agent  or  Alask 
Airlines  at  1  -800-426-0333.  We'll  tr\ 
to  handle  you  a  bit  more  gently 


try  to  do  all  we  can  to  make  you  feel 

Voted  "Best  U  S  Airline"  by  the  readers  of  Conde  Nast  Traveler  magazine 


A  Short  Quiz  for 
Americans  Executives 


1.  Would  you  like  to  help  disadvantaged  young  people  get  an  education — 
and  a  job?  DYES  DNO 

2.  Does  your  company  have  excess  inventory,  services  or  assets  that  could  be 
used  by  colleges?  □  YES      □  NO 


3.  Could  your  company  use  a  tax  deduction  for  qualified 
inventory  donations?  □  YES      □  NO 

If  so,  EAL's  College  Opportunity  Program  may  be  for  you. 
EAL  targets  talented  youngsters  before  they  enter  their 
freshman  year  of  high  school,  then  mentors  them  for  four 
years  until  they  graduate. 

How  does  it  work?  EAL  trades  your  excess  goods  and 
services  to  a  college  for  tuition  scholarships  in  your 
name.  And  the  students  could  intern  with  you  in 
the  summer  as  part  of  the  package.  When  they 
graduate  from  college,  you  are  the  first  in  line 
to  recruit  them. 

The  result?  You  get  a  tax  write-off  for  the 
donations.  And  the  kids  get  a  leg  up  with 
their  education.  Not  bad! 


Many  of  America's  top  corporations  are 
already  committed  to  EAL. 

Why  not  join  them? 


Educational 
Assistance  Ltd.sM 

For  more  information, 
contact: 

Peter  Roskam 
Executive  Director 
(708)690-0010 
P.O.  Box  3021 
Glen  Ellyn,  IL  60138 


TheBegirniingOf 
MexicdsNew 


FoiieignTrade  Pdic) 
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Mexico  is  tearing  up  its  tariffs.  And  tearing  down  the 
baiTiers  to  trade. 

Which  means  greater  opportunities  for  you. 

Suppose,  for  example,  you  seek  access  to  the  burgeoning  Mexican  market.  Now  your 
products  can  compete  fairly  with  lociil  goods.  And  should  you  own  a  subsidiary'  in  Mexico,  you  car 
import  components  more  cheaply  than  before.  Thus  making  your  manufactured  items  more 
competitive  on  the  world  market. 

The  end  of  restrictive  trade  policies  is  vet 
another  example  of  how  Mexico  is  now,  shiill  we 
say,  open  for  business. 

Wliich  brings  us  to  Banca  Serlin. 

We've  helped  foreign  companies  do  business 
in  our  countr)'  for  more  than  125  years.  Becom- 
ing Mexico's  trade  finance  leader  in  the 
process.  As  well  as  the  bank  offering 
the  most  comprehensive  array  of 
financial  services  in  iill  Mexico 

If  you'd  like  to  learn 
how  Mexico's  new  foreign 
trade  policy  can  work  to 
your  advantage,  tidk  with 
Banca  Serfin. 

And  let  tlie  gtiins  begin. 
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VISION  FOR  WHARTON, 
MYOPIA  FOR  CZECHOSLOVAKIA 

As  a  historian  interested  in  the  ori- 
gins and  development  of  American 
business  schools,  I  read  your  piece 
"Wharton  rewrites  the  book  on  B- 
schools"  (Top  of  the  News,  May  13)  with 
great  interest.  After  a  decade  of  high 
finance,  it  seems  that  a  return  to  core 
courses,  ethics,  and  an  emphasis  on  lead- 
ership would  indeed  be  "bold,  dramatic, 
and  revolutionary."  Yet  the  Wharton 
School  was  founded  with  just  such  lead- 
ership vision  in  mind.  Joseph  Wharton, 
who  founded  the  school  in  1881,  sought 
to  train  "a  class  of  Wharton  men"  quali- 
fied for  "the  solution  of  the  social  prob- 
lems incident  to  our  civilization."  Whar- 
ton sought  to  outfit  corporate  business 
managers  with  the  sort  of  liberal  arts 
core  curriculum  he  believed  would  pro- 
vide them  with  the  tools  of  "leadership." 

American  business  schools  have  al- 
ways struggled  with  the  divergent  agen- 
das of  technique  and  leadership,  but 
many  of  these  schools,  including  Whar- 
ton and  especially  Harvard,  were  found- 
ed with  high  hopes  of  training  leaders 
for  industrial  society.  So,  you  see.  Dean 
Gerrity's  reforms  aren't  so  revolution- 
ary; they're  a  return  to  form. 

Drew  VandeCreek 
Corcoran  History  Dept. 
University  of  Virginia 
Charlottesville,  Va. 

Juxtaposing  two  articles  from  your 
May  13  issue  points  out  an  incongru- 
ity worthy  of  note.  In  the  Wharton  sto- 
ry, we  learn  how  one  prominent  Ameri- 
can business  school  is  radically 
overhauling  its  MBA  program  in  response 
to  the  well-documented  concerns  associ- 
ated with  traditional  management  educa- 
tion in  the  U.  S.  The  new  emphasis  will 
be  on  people  skills,  global  awareness, 
and  multidisciplinary  approaches  to  solv- 
ing management  problems.  This  "rein- 
vention" of  the  traditional  mba  by  one  of 
the  top  business  schools  will  likely  serve 
as  a  model  for  other  B-schools. 

Meanwhile,  over  in  the  Eastern  bloc,  it 
appears  to  be  business  school  as  usual 
("Adam  Smith  goes  to  Czechoslovakia," 
The  Corporation,  May  13).  With  mission- 


ary zeal,  visiting  faculty  from  American 
business  schools  are  trying  to  transplant 
the  same  far-right,  laissez-faire  philoso- 
phies of  business  that  have  proven  to  be 
so  myopic  here  in  America.  It  reminds 
me  of  the  time-honored  practice  of 
dumping  our  obsolete  and  outdated 
products  onto  overseas  markets  as  a 
way  of  clearing  warehouses  back  home. 

'There  is  no  question  that  Czechoslova- 
kian  workers  need  to  assimilate  some 
modern  management  skills  and  knowl- 
edge. But  one  wonders  if  churning  out 
70  number-crunching  MB.As  every  nine 
months  will  be  part  of  the  solution,  or 
the  beginning  of  a  new  set  of  problems. 

Joseph  O'Grady 
Burlington,  Vt. 

UNITED  PILOTS'  'GRAVY' 

HAS  ITS  LUMPS  

Your  article  "Why  United  is  putting 
pilots  on  the  gravy  train"  (Top  of 
the  News,  Apr.  29)  will  no  doubt  serve  to 
gain  further  enmity  toward  the  pilots  of 
the  surviving  major  airlines.  Be  remind- 
ed that  the  airlines  now  suffering  the 
most  grievous  of  financial  despair  had 
long  ago  wrung  the  last  remaining  con- 
cessions from  their  employees,  pilots  in- 
cluded, and  all  for  naught.  Their  manag- 
ers, as  is  customary,  simply  move  on  to 
other  airlines — accepting  salary  in- 
creases based  on  their  "expertise"  while 
leaving  broken  companies  and  shattered 
careers  in  their  wakes. 

There  is  no  doubt  that  we  now  have 
capable  managers.  There  is  also  no 
doubt  that  they  have  been  more  than 
adequately  compensated.  Until  this  con- 
tract, United  pilots'  compensation 
ranked  well  below  that  of  the  other  ma- 
jor airlines.  Those  pilots  remaining  from 
1981  will  never  recover  lost  compensa- 
tion and  benefits  based  on  1981  dollars. 

Edwin  M.  Clements 
United  Airlines  Pilot 
Thousand  Oaks,  Calif. 

THE  PALL  HANGING  OVER  THE 

L.  A.  KINGS  ISN'T  SMOG  

It  was  coincidental  that  your  story 
"Bruce  McNall:  Owner,  partner,  pal" 
(Sports  Business,  May  6)  should  arrive 
less  than  12  hours  after  the  Los  Angeles 
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What  nature  does  in  2  ivcs^" 


iwo  weeks  of  fun  in  the  sun.  And 
what  a  beautiful  tan!  Yet  this 
woman's  golden  glow  is  more  than 
just  attractive,  it  actually  protects 
her  skin. 

 UV  rays  stimulate  the  forma- 
tion of  brown  pigments  on  the  skin's 
surface.  The  longer  she  stays  in  the 
sun,  the  browner  she  becomes.  But 


because  the  skin  is  constantly 
replacing  its  outer  layers,  her  tan 
will  soon  fade. 

 Schott's  photochromic 

ophthalmic  glass  also  reacts  to  the 
sun's  UV  rays.  Billions  of  silver 
halide  micro-crystals  from  metallic 
silver  which  protects  the  eyes. 
Clear  glasses  automatically  darken. 


Thestrongerthesun,thedarkerthe 
glasses  becorrie. 

 As  the  light  fades,  the  silver 

halide  micro-crystals  change.  The 
lenses  lighten,  reversing  thie  pro- 
cess. 

 From   sun-up  to  darkest 

night,  with  lenses  made  of  photo- 
chromic  glass  from  Schott,  one 


}nses  do  in  seconds. 


In  a  matter  of  seconds ...  .  ■  •  ordinary  glasses  turn  into  protective  sunglasses. 


pair  of  glasses  does  the  trick. 

I   Photochromic  glass,  avail- 

.  able  from  Schott  Glass  Technolo- 
gies,  Inc.  is  just  one  example  of  how 
f  Schott's  innovative  development 
'  responds  to  specific  needs.  In  to- 
day's world,  special  glass  helps 
keep  technology  advancing. 
 Schott  worldwide;  50,000 


products,  50  production  facilities, 
represented  in  more  than  100  coun- 
tries, with  over  $  1,5  billion  in  sales. 

 Schott  in  North  America:  11 

companies  employing  more  than 
1,800  people. 

 Would  you  like  to  know  more 

about  our  special  glass?  Write  to: 
Schott  Corporation,  Dept.  B  37, 


3  Odell  Plaza,  Yonkers,  NY  10701. 

ra  SCHOTT 

Nobody  knows  more  about  glass. 


Kings  were  ousted  from  the  Stanley  Cup 
play-offs  by  the  Edmonton  Oilers. 

What  you  failed  to  mention  is  that 
along  with  the  $15  million  that  McNall 
sent  to  the  Oilers  for  "the  Great  One" 
were  10  draft  picks  over  the  seven 
years.  This  seriously  hampers  the 
Kings's  future.  With  key  players  such 
as  Wayne  Gretzky,  Kelly  Hrudey,  Larry 
Robinson,  and  Dave  Taylor — all  in  their 
30s — the  Kings  may  never  be  in  such  a 
good  position  again.  In  fact,  when 
Gretzky  retires  (a  sad  day,  indeed),  the 
Kings  will  revert  to  being  just  another 
team.  The  Tinseltown  glamour  will  be 
gone,  and  late-night  TV  games  in  the 
East  will  be  just  a  memory. 

Larry  Williams 
Maumee,  Ohio 

lOR  PARIBAS,  TWO  BOARDS 

ARE  BETTER  THAN  ONE  

In  "Those  mousy  European  investors 
begin  to  roar"  (International  Business, 
May  27),  your  statement  about 
Compagnie  Financiere  de  Paribas  and 
Michel  Francois-Poncet  was  incorrect 
and  misleading. 

Fran^ois-Poncet  is  far  from  "quitting 
under  pressure,"  nor  has  he  been 


"pushed  aside."  The  two-tiered  manage- 
ment structure  of  a  supervisory  board 
and  management  board,  adopted  a  year 
ago,  was  proposed  by  Fran^ois-Ponc^t 
himself  to  the  shareholders  as  a  re- 
sponse to  Paribas'  growth  and  interna- 
tionalization. It  was  approved  by  them  in 
a  general  shareholders'  meeting  on  May 
30,  1990.  This  dual  management  struc- 
ture has  now  been  effectively  operating 
for  almost  a  year.  As  chairman  of  the 
supervisory  board,  Fran^ois-Poncet  is  as- 
suming major  strategic  responsibilities, 
including  relations  with  Paribas'  institu- 
tional shareholders.  No  CEO  has  been 
pushed  aside  at  Paribas.  We  just  decided 
to  double  the  management  team. 

Michel  FrancQis-Poncet 
Chairman  of  the  Supervisory  Board 
Andre  Levy-Lang 
Chairman  of  the  Management  Board 
Compagnie  Financiere  de  Paribas 

Paris 

GOOD  DESIGN  IS 

A  STRATEGIC  ADVANTAGE  

■ would  like  to  congratulate  your  maga- 
zine for  lucidly  describing  how  indus- 
trial design  and  ergonomics  can  add  the 
kind  of  tangible  value  that  customers 


hope  for  at  a  competitive  price  (  \^^[ 
yearlong  trek  to  AT&T's  Safari,"  De  ; — ■ 
Apr.  8).  ■■i'i 

The  laptop  PC  is  typical  of  so-( 
commodity  products  in  crowded  ma 
where  mindless  imitation  is  ordain^ -^"^ 
marketing  and  engineering  man: 
who  are  averse  to  taking  risks.  Pr 


regarded  as  the  only  competitive  s- 


point.  Differentiating  products  by  npi 
of  innovative  design  is  very  ofte 
garded  as  unnecessary  and  in  any 
unaffordable. 

AT&T  and  the  company's  industri; 
sign  consultants,  Henry  Dreyfus 
ciates,  demonstrate  that  design 
from  being  an  elitist  diversion  or  e 
tive  whim  dispensable  to  commi 
success,  is  a  serious  product-de\  'ts 
ment  discipline. 

Too  rare  are  American  managen 
understand  that  design  is  our 
underutilized  resource  of  strategic 
petitiveness.   Rare,  too,   are  bu^-:;!< 
journalists  who  are  working  to 
nate  the  mystery. 

Arnold  S.  Wasse 


School  of  Art  &  D 
Pratt  Ins 
Brooklyn, 


Neil  thought  we  needed  something  better  than 
a  dot  matrix  printer  Bob, our  money  man,  said  noway 


Now  every  office  can  budget  for 
more  iinpre-ssive-looking  documents. 
With  HP's  mf)st  affordable  300  dpi 
printer.  The  DeskJet  500  inkjet 
printer  Just  $729.*  This  affordable 
workmate  makes  your  documents 

Ir^r^lr  fVioir  Hoct  \»ritV»  r*ricM  r'loar 


print  quality.  It  enhances  your 
ideas  with  graphics  and  multiple 
fonts.  Fonts  that  are  scalable  to  127 
points  through  Windows  3.0  soft- 
ware. But  HP  doesn't  st^)p  there. 
The  DeskJet  500  is  backed  by  a 

f Viri:i*:i-\;fit»r  Iimitf»r1  AA/ii rrtintv  An 


IPI  Spectacular  Ventures,  Ina 


WANTS  TO  HOOK  FOLKS  UP 
ORE  THAN  JUST  CABLE  

garding  "These  babies  can  do  with- 
ut  cable"  (Editorials,  Apr.  29)  GTE 
es  the  issues  are  broader  than 
;  companies  acquiring  cable  opera- 
Our  goal  is  to  compete  with  corn- 
y-access TV  in  the  sophisticated 
lighiy  competitive  marketplace  for 
data,  and  video  services.  The  na- 
3f  this  competition,  however,  goes 
?yond  who  provides  HBO  to  homes, 
an  and  the  European  Community 
jilding  advanced  public  network  in- 
uctures  that  will  serve  as  major 
mic  catalysts  for  each  region.  The 
in  the  meantime,  is  smothering  an 
nely  vital  economic  asset — the  in- 
ive  switched  telephone  network — 
dated  regulatory  roadblocks,  for 
:>le,  the  prohibition  of  telephone 
my  entry  into  video  services, 
at  is  needed  from  Congress  and 
'ederal  Communications  Commis- 
is  a  comprehensive  public  policy 
iccelerates  the  deployment  of  the 
mmunications  network  of  the  fu- 
.nd  brings  the  benefits  of  that  net- 
to  consumers  as  quickly  as  possi- 
'he  implications  of  this  policy  are 
1  to  the  economic  interests  of  our 


CORRECTIOHS  &  CLARIFICATIONS 

In  a  table  of  The  Best  Small  Compa- 
nies ("Hot  growth  companies,"  Cover 
Story,  May  27),  we  erred  in  listing 
K  Med  Centers  Inc.  (No.  17).  The  Ir- 
ving (Tex.)  company  has  sold  its  medi- 
cal imaging  centers,  which  accounted 
for  most  of  its  revenues. 

In  a  story  that  ran  in  some  editions 
("Old  motor  oil  is  dirty — but  is  it 
'toxic'  ?"  Environment,  Apr.  29),  it  was 
stated  that  DeMenno/Kerdoon  opposes 
a  proposal  that  the  Environmental  Pro- 
tection Agency  list  used  oil  as  a  haz- 
ardous waste.  The  company,  a  re-refin- 
er of  used  oil,  supports  treating  used 
oil  as  a  hazardous  waste. 


country,  and  this  company  plans  to  be 
an  active  participant  in  its  development. 

Kent  B.  Foster,  President 
GTE  Telephone  Operations 
Irving,  Tex. 

EASTERN  EUROPE'S  REAWAKENING: 
LET  CORPORATE  AMERICA  HELP  OUT 

The  countries  of  Eastern  Europe  don't 
need   government   handouts.  They 


need  American  private  investment.  With 
a  few  small  steps,  Congress  and  the  Ad- 
ministration can  help  in  making  this  a 
reality  ("Reawakening,"  Special  Report, 
Apr.  15). 

Incentives  should  be  created  to  en- 
courage the  U.  S.  business  community  to 
get  involved  in  the  region's  privatization 
efforts.  U.  S.  tax  policy  should  be 
changed  to  encourage  American  execu- 
tives to  lend  their  expertise  to  the 
emerging  private  sector  there  and  to 
give  American  businesses  the  same  kind 
of  investment  advantages  that  are  en- 
joyed by  many  of  the  countries  in  West- 
ern Europe. 

Trade  barriers  should  be  lowered,  and 
the  U.  S.  government  should  stop  com- 
peting with  private  companies  that  want 
to  provide  critical  goods  and  services, 
such  as  computer-accessible  business 
and  economic  information,  to  American 
businessmen  and  women. 

David  Dreier,  Chairman 
Task  Force  on  Foreign  Policy 
U.  S.  House  of  Representatives 
Washington 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report.  Business  Week.  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y  10020.  Fax:  (212)  512-4464. 
Telex:  12-7960.  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


Then  I  had  a  brilliant  idea. 
The  HP  DeskJet  500. 


ussurance  only  the  leader  in  inkjet 
echnology  could  offer.  If  you're 
eady  to  add  some  polish  to  your 
vork,  call  1-800-752-0900,  Ext. 
J159  for  your  nearest  authorized 
IP  dealer  The  DeskJet  500  is  an 
dea  whose  time  has  come. 


HP  Peripherals 

When  it's  Lmportant  to  you. 


HEWLETT 
PACKARD 


PANAMA:  THE  WHOLE  STORY 

By  Kevin  Buckley 

Simon  &  Schuster  •  304  pp  •  $21.95 


BLOOD  OF  BROTHERS:  LIFE  AND  WAR  IN  NICARAGUA 

By  Stephen  Kinzer 

Putnam  •  450pp  •  $24.95 


DIRTY  FIGHTING 
IN  CENTRAL  AMERICA 


As  the  cold  war  recedes  into  the 
past,  Central  America  is  fading 
from  American  political  aware- 
ness. In  the  1980s,  however,  attention 
was  riveted  there  by  President  Reagan's 
belief  that  the  isthmus  was  a  crucial 
arena  in  a  global  struggle  between  good 
and  evil — championed,  respectively,  by 
the  U.  S.  and  the  Soviet  Union.  Winning 
justified  almost  any  means. 

In  Panama:  The  Whole  Story,  former 
Newaweek  correspondent  Kevin  Buckley 
tells  how  this  approach  so  entangled 
Washington  with  Panama's  squalid  dic- 
tator, Manuel  Noriega,  that  it  took  a 
U.  S.  military  invasion  to  cut  the  ties.  In 
Blood  of  Brothers,  Stephen  Kinzer 
shows  how  the  Sandinista  Front  mobi- 
lized Nicaragua  to  fight  the  U.  S.  to  a 
draw  in  a  bloody  proxy  war.  He  also 
details  how  the  Reagan  Administration, 
to  sustain  the  insurgency  by  U.  S.- 
backed  contras,  resorted  to  secrecy,  dis- 
infortnation,  diplomatic  charades,  lurid 
rhetoric,  and  ultimately,  in  the  Iran-fo«- 
tra  scandal,  diversion  of  public  funds. 

Taken  together,  these  accounts  illumi- 
nate how  distorted  U.  S.  foreign  policy- 
making became  in  the  cold  war's  last 
decade.  The  culprit  was  not  just  the  Rea- 
gan Administration's  anticommunist 
paranoia  but  also  the  habits  of  conceal- 
ment, intrigue,  and  manipulation  that 
had  taken  deep  root  in  Washington  over 
40  years  of  superpower  rivalry. 

Buckley's  book  is  superbly  timed.  Nor- 
iega's trial  on  drug-trafficking  charges 
will  start  on  July  22  in  Miami.  His  law- 
yers aim  to  show  that  the  CIA  and  other 
U.  S.  agencies  maintained  ties  with  Nor- 
iega for  years,  despite  his  alleged  drug 
activities.  Reagan's  fixation  on  Nicara- 
gua's contras,  Buckley  writes,  gave  CiA 
Director  William  Casey  and  aides  such 
as  Oliver  North  a  free  hand  to  enlist 
Noriega  in  providing  bases,  sabotage 
teams,  and  other  backups. 

In  return,  Noriega  won  immunity 
from  U.  S.  interference  in  activities  from 
gunrunning  to  funneling  embargoed 
technology  to  Cuba.  "The  U.  S.  is  like  a 
monkey  on  a  chain,"  Noriega  liked  to 
say,  according  to  Buckley.  "All  you  do  is 
play  the  music,  and  the  monkey  per- 
forms." The  affinity  of  spy  masters  for 
hoodlums  as  informers  and  instruments 
of  covert  action  was  also  at  work.  In- 
deed, "by  Casey's  time,  the  preference 


for  flashy  amoral  foreign  agents  had  in- 
tensified," Buckley  asserts. 

What  eventually  toppled  Noriega  tran- 
scended such  intrigues.  It  was  the  end 
of  the  cold  war.  Noriega's  1988  indict- 
ment marked  a  pivotal  moment  in  U.  S. 
politics,  Buckley  observes.  For  the  first 
time,  "most  Americans  believed  drugs  a 
greater  threat  than  communism."  Rea- 
gan and  then  Bush  made  Noriega  "the 
ugly  symbol  of  the  reigning  evil."  When 
negotiations  and  attempted  coups  by 
Panamanian  officers  failed  to  dislodge 
him.  Bush  sent  troops.  The  split  in  the 


won  by  toppling  U.  S.-backed  diet 
Anastasio  Somoza.  Nicaragua  was 
however,  a  "totalitarian  dungeon,' 
Reagan  called  it.  The  Sandinistas 
stricted,  but  didn't  shut  down,  opposi 
parties.  And  unlike  the  military-domi 
ed,  U.  S.-backed  regimes  in  neighbo 
Guatemala  and  El  Salvador,  they  di 
assassinate  opposition  leaders. 

The  contras,  led  by  former  mem 
of  Somoza's  brutal  National  Guard, 
considerably  worse.  Kinzer  shows 
the  Argentine  military  organized  t 
with  CIA  financing— at  a  time  when 
gentine  armed  forces  were  murde 
and  torturing  citizens  in  that  count 
"dirty  war."  Despite  periodic  Adm 
tration  claims  that  the  contras  had  1 
reformed,  Kinzer  says,  they  continue 
attack  civilians.  One  link  in  the  ( 
contra  supply  network  was  fugitive 
rorist  Luis  Posada  Carriles,  a  Cubar 
ile  who  had  been  convicted  in  Venez 
of   killing   73   people   in  the 


ow  a  cold 


obsession  led  to 


secrecy,  lies,  lurid 
rhetoric,  and 
diversion  of  funds 


U.  S.  military  over  that  decision,  which 
Buckley  describes,  was  partly  repeated 
in  the  Persian  Gulf  conflict. 

But  the  military  thrust  proved  wildly 
popular  with  Americans.  Paradoxically, 
it  converted  a  failure  in  U.  S.  relations 
with  the  target  country  into  a  triumph 
for  Bush — another  parallel  with  Iraq. 

While  Buckley  works  from  interviews 
with  named  and  unnamed  sources, 
Kinzer,  The  New  York  Times's  Mana- 
gua correspondent  from  1983  to  1989, 
gives  an  eyewitness  account  of  the  con- 
tra war  and  the  Sandinistas'  rule.  In 
contrast  with  Buckley's  terse  newsweek- 
ly  style,  Kinzer's  narrative  is  colored  by 
scenes  of  muddy  villages  and  military 
sweeps,  politicians  and  priests,  stoic 
peasants  and  maimed  children. 

The  Sandinista  comandavtes  emerge 
as  an  ideologically  arrogant,  politically 
and  economically  naive  group  who  un- 
dermined the  popular  support  they  had 


bombing  of  a  Cubana  Airlines  flj 
The  contras  never  had  a  chanc 
toppling  the  Sandinistas,  Kinzer  ass 
And  the  closest  Reagan  ever  cam 
defining  their  goal  was  to  say  that 
aimed  to  make  the  Sandinistas  "saj 
cle."  Eventually,  the  outcome  in  Nii 
gua,  like  that  in  Panama,  was  shape 
the  end  of  the  cold  war,  rather  thai 
contra  war.  In  the  wake  of  Iran-co? 
and  with  the  fear  of  seeming  "soft 
communism  dissipating.  Congress 
off  aid  to  the  contras.  The  Sandin 
lost  power  in  a  free  election.  As  in  1 
ern  Europe,  Kinzer  observes,  the  IV 
ist  model  the  Sandinistas  sought  tc 
low  had  become  obsolete, 
inescapable  though  unstated  conch 
is  that  the  contra  war  killed  30,000 
raguans  for  nothing. 

BY  JOHN  PEAF 
Senior  Writer  Pearson  ivas  a  corre. 
dent  for  nine  years  in  Latin  America 
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It  might  be  an  extra  pillow.  Or  the  up-to-date  reading  material  that  you'll  find  on  every  flight.  Maybe  it's 
the  Independent  Television  News  beamed  daily  via  satellite  from  London.  All  little  tilings.  But  on  our  daily 
nonstop  Megatop '  747  from  San  Francisco  to  Hong  Kong,  we've  never  forgotten  how  important  those  little 

A  great  way  tt>  fly 

things  can  be.  En  route,  enjoy  inflight  sei'vice  even  other  airlines  talk  about.  SinGAPORE  AiRLinES 


In  1981,  the  quality 
of  American  cars 

was  just  plain  lous) 
But  this  is  1991. 
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All  of  us...  Ford,  GM,  Chrysler...  built  a  lot 
of  lousy  cars  in  the  early  1980s.  And  we 
paid  the  price.  We  lost  a  lot  of  our  market 
to  the  import  competition. 

But  that  forced  us  to  wake  up  and  start 
building  better  cars  and  trucks. 

So  120  billion  dollars  in  new  plants, 
new  technology,  new  cars,  new  trucks, 
and  millions  in  retraining  have  resulted  in 
the  biggest  turnaround  in  the  history  of 
industrial  America. 

This  isn't  1981.  It's  1991.  And  the  win- 
ner is  the  American  car  buyer. 

What  has  been  the  change 
in  quality  since  1981? 

The  quality  issue  is  rapidly  becoming  a 
non-issue.  The  huge  gap  that  once  existed 
between  America  and  the  Japanese  is 
closing  fast. 

One  American  brand  is  now  ahead  of 
Honda  in  the  same  survey  that  has 
enthroned  Honda  quality.  And  the  other 
American  l^rands  are  catching  up  fast. 


But  what  about  Chrysler? 

What's  happened  to 
Chrysler  quality? 

One  way  quality  is  measured  is  by  the  nui 
ber  of  things  that  stay  right  with  your  car. 

Response  Analysis  Corporation  of 
Princeton  asked  new  car  owners  if  they 
had  any  problems  with  89  different  item; 
According  to  the  RAC  report,  an  average 
of  87  items  were  no  problem  in  Honda 
Accord.  And  8 5. 9  items  were  no  problen 
in  our  Dodge  Spirit  and  Plymouth 
Acclaim* 

Only  a  small  statistical  difference  in 
things  that  stay  right.  And  who  doesn't 
want  things  to  stay  right? 

Highest  Customer  Satisfaction 

ranking  of  all  American 
manufacturers.  Can  it  be  done 
without  quality? 

Not  if  it  's  based  on  product  quality  and 
dealer  service.  And  that's  exactly  the 
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*Survcy  sample  size  200  per  vehicle,  tj  D  Power  and  Associates  1987-1990  Customer  Satisfaction  with  Product  Quality  and  Dealer  Service*"'  1986-1989  passengi 
cars  **J  D  Power  and  Associates  1991  Light  Duty  Truck  Customer  Satisfaction  with  Product  Quality  and  Dealer  Service'"'  Study  based  on  a  total  of  10,458  respor 
ttC  A  R.  Inc.  1991  Harly  Buyer  Study  Imperial  classification:  Large  Luxury  segment  ***C  A  R  Inc  1991  Early  Buyer  Study  Fifth  Avenue  classification;  Basic  Largi 
segment  tftExcludes  vehicles  built  for  (Chrysler:  Imports,  Laser,  Talon,  Monaco,  Summit 


»is  of  the  J .  D.  Power  and  Associates 
vey. 

t  ranks  Chrysler  the  highest  of  the  Big 
ree  car  companies  for  the  fourth  year 
I  rowt 

Chrysler  Town  &  Country  is  ranked  the 
;hest  in  customer  satisfaction  of  any 
nivans,  import  or  domestic!* 
Old  Dodge  full-size  vans  are  ranked 
;hest  in  customer  satisfaction  of  all  full- 
^  vans!* 

know  how  to  achieve  customer  satis- 
tion.  With  quality. 

One  way  to  improve  quality 
is  to  make  your  best  the  best. 

rysler  Imperial  has  the  highest  quality 
ing  of  any  car  in  its  class.  Higher  than 
diilac  Sedan  DeVille.  Higher  than  Lin- 
n  Town  Car.  That's  based  on  a  survey 
3wners  done  by  the  Consumer  Attitude 
search  Company!^ 

rhe  same  research  reported  the  New 
ker  Fifth  Avenue  has  the  highest 
ality  of  workmanship  rating  of  any  car 

its  class!** 

3ur  best  is  indeed  the  best. 

The  real  issue  for  the  '90s 
Is  not  quality,  but  safety.  Yours. 

:  believe  quality  will  be  a  non-issue  in 
1  '90s.  It  will  be  comparable.  The  real 
Lie  for  the  1990s  will  be  safety. 


And  we  have  a  head  start. 

Chrysler  is  the  only  company  to  put 
drivers'  air  bags  in  every  car  it  builds  in 
the  U.S!^^  And  we  have  the  only  driver's 
minivan  air  bag.  To  be  fully  effective,  the 
air  bag  must  be  used  with  a  seat  belt.  But 
it  will  add  a  level  of  safety  the  customer 
should  not  be  asked  to  live  without. 

Honda  says  they  will  have  air  bags  in  all 
their  cars  for  the  1994  model  year.  Toyota 
and  Nissan  say  1993.  GM  says  1995.  We 
say  the  sooner  the  better. 

Chrysler  has  more  vehicles  with  stan- 
dard anti-lock  brakes  than  Honda,  Toyota 
and  Nissan  together. 

And  by  the  way,  Chrysler  offers  more 
models  with  4-wheel  drive  and  all-wheel 
drive  than  Honda,  Toyota  and  Nissan 
combined. 

We  sincerely  hope  everybody  will  make 
safety  their  first  priority  for  the  '90s.  The 
industry  has  dragged  its  feet  long  enough. 

We  believe  a  car  engineered  for  safety  is 
a  car  engineered  for  quality. 

And  for  the  ultimate  benefit  of  the 
consumer. 


Advantage:  Chrysler.  ^ 

CHRYSLER  •  PLYMOUTH  •  DODGE  •  DODGE  TRUCKS  •  JEER  -  EAGLE 
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conomic  Viewpoint 


MAYBE  THEY  SHOULD  CALL  IT 
THE  INJUSTICE  DEPT. 


BY  PAUL  CRAIG  ROBERTS 


Over  a  wide  front, 
government 
agencies  are  going 
after  citizens 
and  companies  on 
the  basis  of  wild 
chai"ges  witliout  any 
legal  merit.  Their 
motive:  Money 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


If  the  purpose  of  law  is  to  serve  justice, 
tiien  U.  S.  law — especially  as  interpreted  by 
the  U.  S.  government — is  failing  badly  and 
putting  the  economy  at  risk.  When  the  legal 
consequences  of  economic  activities  are  virtu- 
ally imponderable,  as  they  are  in  the  U.  S. 
today,  the  economic  costs  are  very  high. 

Plaintiff  lawyers  and  permissive  judges 
have  more  or  less  negated  the  meaning  of 
contracts.  Even  worse,  their  success  in  using 
novel  legal  theories  to  turn  claims  that  were 
formerly  dismissed  as  nuisances  into  success- 
ful lawsuits  has  encouraged  government  attor- 
neys to  borrow  a  sheaf  from  their  book.  The 
main  consequence  has  been  a  breakdown  in 
the  prosecutorial  safeguards  that  traditionally 
protected  the  public  from  an  abuse  of  govern- 
ment power. 

Over  a  wide  front,  the  government  is  prose- 
cuting private  citizens  on  the  basis  of  charges 
not  hitherto  known  as  grounds  for  legal  ac- 
tion. The  Racketeer-Influenced  &  Corrupt  Or- 
ganizations Act  (RICO)  prosecutions  of  individ- 
uals charged  with  securities-law  violations  are 
a  stain  on  the  integrity  of  the  U.  S.  Justice 
Dept. — an  example  of  an  inappropriate  at- 
tempt to  regulate  financial  markets  by  prose- 
cution. But  the  liberties  the  government  is  tak- 
ing with  civil  law  are,  if  anything,  worse. 
MORALS  CHARGES.  The  government  has  target- 
ed for  punishment  what  it  deems  inappropriate 
or  immoral  behavior,  even  though  that  behav- 
ior is  not  currently  proscribed  by  law.  When 
the  government  cannot  find  a  crime  to  assert, 
it  resorts  to  bringing  civil-damage  suits.  In 
many  instances,  the  government  cannot  cite  a 
statute,  an  articulated  civil-law  standard,  or  a 
court  decision  in  support  of  its  case.  Unde- 
terred by  law,  the  government  is  filing  suits 
based  on  violations  spun  out  of  theories 
thought  up  by  prosecutors. 

An  example  is  the  effort  by  the  Federal 
Deposit  Insurance  Corp.  (FDIC)  and  the  Resolu- 
tion Trust  Corp.  (RTO  to  hold  lawyers  account- 
able for  savings-and-loan-bailout  costs.  In  addi- 
tion to  the  salaries  of  their  1,500  attorneys,  the 
FDIC  and  RTC  are  paying  millions  of  dollars  to 
outside  law  firms  to  discover  charges  that  can 
be  brought  against  lawyers  who  handled  rou- 
tine real  estate  work  for  failed  thrifts.  Some  of 
the  suits  are  legitimate  malpractice  cases  in 
which  a  lawyer  failed  to  find  a  prior  lien  on 
property  or  to  protect  a  security  interest.  Oth- 
ers, however,  are  based  on  the  statuteless  and 
vague  charge  of  "knowing  participation  in  a 
breach  of  fiduciary  duty"  and  amount  to  noth- 
ing more  than  prosecution  for  alleged  shoddy 
morals. 

Prosecution  is  not  a  legitimate  method  of 
regulating  moral  behavior:  That's  what  we 


have  laws  for.  The  ethical  gloss  the  gov 
ment  puts  on  these  creative  lawsuits  serve 
mask  its  crass  motivation — digging  into 
deep  pockets  of  malpractice  insurers.  If 
cessful,  the  government's  claim  that  law 
who  close  real  estate  transactions  can  be 
responsible  for  the  deals'  financial  sound 
will  create  new  liabilities  for  attorneys 
their  insurers.  For  example,  according  to  n 
reports,  the  government  is  facing  $7  billio 
losses   on   Federal   Housing  Administr 
mortgages.  If  the  government  succeed 
shifting  the  cost  of  its  ill-conceived  guaraf 
of  thrift-deposit  insurance  to  lawyers,  it 
also  shift  the  cost  of  the  fha  guarantees  td 
malpractice  insurers. 

JUDGE-SHOPPING.  Such  new  liabilities  w 
turn  lawyers  into  financial  advisers,  ir 
judges,  and  policemen.  This  would  greatly 
vate  the  expense  of  their  services  along 
their  intrusiveness  in  business  affairs, 
incalculable  costs  for  the  economy.  In 
deals  not  guaranteed  of  success  could  fa 
take  place. 

Increasingly,  the  government  is  using 
charges  utterly  without  legal  merit  to  pu 
deep  pockets.  Recently,  the  Equal  Em 
ment  Opportunity  Commission,  in  pursu 
maximum  damages,  charged  Delta  Air 
Inc.  with  "willful  discrimination"  against 
over  the  age  of  60  by  refusing  to  let 
serve  as  flight  engineers.  Delta  argued 
such  retired  pilots  might  be  tempted  to  ac 
"backseat  drivers"  and  thus  pose  a  safety 
ard.  The  EEOC  lost  its  case  and  all  subse 
appeals.  The  agency  promptly  filed  suit 
in  a  different  federal  circuit,  apparently 
ing  for  a  sympathetic  judge,  but  lost  a 
The  government  agency  offered  no  legal 
for  again  charging  Delta  with  willful  dis 
nation  when  the  airline's  labor  practice 
just  been  upheld  by  the  courts. 

Most  outrageous  of  all  are  the  governm 
charges  against  Exxon  Corp.  No  rational 
son  believes  that  Exxon  intentionally  ra 
Exxon  Valdez  supertanker  aground  in  or" 
discharge  refuse  matter  without  a  permi 
to  kill  migratory  birds  without  a  license 
the  government's  lawsuit  implies  that  i 
Determined  to  criminalize  an  accident,  the 
ernment  accused  Exxon  of  "willfully 
knowingly"  employing  a  captain  incapab 
keeping  the  ship  off  the  shoals.  The 
case  is  especially  troubling  because 
trumped-up  criminal  charges  are  in  no 
necessary  to  the  civil  suit  for  damages, 
one  more  example  of  the  U.  S.  govern 
running  amok — destroying  the  law  of  the 
the  safety  of  its  citizens,  and  the  viabili 
its  economy. 


conomic  Trends 


BYGENEKORETZ 


THIN  BANKBOOKS 

ARE  SIGNALING 

AN  ANEMIC  RECOVERY 

Is  the  economy  poised  on  the  threshold 
of  recovery?  Yes,  say  a  growing  num- 
ber of  economists,  who  point  to  such 
positive  developments  as  April's  rise  in 
durable-goods  orders  and  shipments,  re- 
cent gains  in  consumer  outlays,  and  de- 
clines in  both  the  jobless  rate  and  week- 
ly unemployment  insurance  claims. 

With  consumer  spending  accounting 
for  two-thirds  of  the  gross  national  prod- 
uct, however,  any  upturn  is  likely  to  be 
fragile  unless  consumption  strengthens 
more  convincingly.  And  economist  Wil- 


CONSUMERS  ARE  DIPPING 
INTO  SAVINGS 


JAN.  FEB.  MAR.  '91 

▲  BILLIONS  OF  DOLURS 

DATA:  COMMERCE  DEPT. 


liam  V.  Sullivan  Jr.  of  Dean  Witter 
Reynolds  Inc.  warns  that  "there  is  com- 
pelling evidence  to  suggest  that  the  re- 
cent strengthening  of  consumption  may 
not  be  sustained." 

Sullivan  points  out  that  virtually  all  of 
the  increases  in  consumer  outlays 
through  March  "were  achieved  through 
a  substantial  decline  in  savings."  Person- 
al spending  in  March,  which  includes 
consumption  e.xpenditures  and  interest 
payments,  was  up  $40  billion  over  its 
December  level,  while  personal  savings 
declined  $35.8  billion.  As  a  result,  the 
j.ersonal  savings  rate  fell  from  4.77"  in 
January  to  3.7%  in  March,  well  below 
the  average  4.6%  level  that  has  prevailed 
in  recent  years. 

People  dipped  into  savmgs,  says  Sulli- 
van, because  they  are  reluctant  to  take 
on  new  debt  ai  a  time  when  income 
growth  has  stagnated.  Total  personal  in- 
come in  March,  for  example,  was  barely 
$2.5  billion  above  its  December  level, 
while  disposable  income  (personal  in- 
come minus  ta.xes)  was  up  just  $4.3  bil- 


lion. Indeed,  in  inflation-adjusted  terms, 
disposable  personal  income  is  running 
1.67  below  its  year-earlier  level. 

In  Sullivan's  view,  the  chief  hurdle 
facing  the  recovery  is  the  fact  that  new 
increases  in  consumption  depend  on  ris- 
ing income.  With  the  savings  rate  down 
to  what  he  terms  "bare-bones  levels,"  he 
sees  little  chance  that  consumers  will 
continue  to  tap  their  savings  to  finance 
further  spending.  He  also  sees  little  sign 
that  employers  are  ready  to  take  the 
measures  needed  to  promote  income 
growth — that  is,  to  add  to  payrolls  or 
lengthen  the  average  workweek. 

The  upshot  is  a  standoff  between  cau- 
tious consumers  who  are  reluctant  to 
boost  consumption  without  higher 
wages  and  employers  who  are  reluctant 
to  increase  labor  outlays  without  rising 
demand  for  their  products  from  consum- 
ers. "Under  the  circumstances,"  says 
Sullivan,  "the  best  we're  likely  to  see  is 
an  anemic  recovery  in  which  consump- 
tion and  output  both  rise  in  a  slow  and 
halting  fashion." 


low  INTEREST  INCOME 
MAY  BE  HURTING 
THE  URGE  TO  SPLURGE 

Employers'  determination  to  hold 
down  labor  costs  isn't  the  only  factor 
restraining  income  growth.  The  recent 
sharp  declines  in  interest  rates  are  tak- 
ing a  heavy  toll  on  personal  interest  in- 
come. In  1989,  for  example,  interest 
earnings  accounted  for  307-  of  total  per- 
sonal income  growth,  and  last  year  the 
share  was  still  a  respectable  14.27.  By 
contrast,  in  the  first  quarter  of  this 
year,  interest  earnings  actually  declined 
at  a  $7.6  billion  annual  rate. 

To  be  sure,  a  key  reason  the  Federal 
Reserve  has  been  pushing  down  interest 
rates  is  that  falling  rates  do  stimulate 
consumption  by  encouraging  would-be 
spenders  to  borrow — something  that's 
already  beginning  to  happen  in  the  hous- 
ing market.  But  lenders'  increased  con- 
cern regarding  the  creditworthiness  of 
borrowers  suggests  that  this  effect  may 
be  diminished  in  the  current  cyclical  cli- 
mate. More  important  may  be  the  house- 
hold sector's  role  as  a  net  creditor, 
whose  interest  receipts  exceed  its  inter- 
est payments. 

For  one  thing,  the  old  saw  that  only 
the  rich  receive  interest  income  isn't 
borne  out  by  the  numbers.  Government 
statistics  indicate  that  households  re- 
porting less  than  $40,000  in  adjusted 
gross  income  in  1985  earned  more  than 
half  of  all  interest  income,  and  that  the 
elderly — who  tend  to  spend  more  of 
their  income  than  other  groups — hold 


about  45%  of  all  interest-bearing  asE 
In  short,  there's  good  reason  to  tl] 
that  a  significant  negative  side  effeA 
the  Fed's  move  toward  ease  overMi 
past  year  has  been  restrained  spenp 
by  households  that  are  feeling  the  fp 
of  falling  interest  income.  f 
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THE  TOURIST  TRADE  [ 
DEFICIT  I 
BECOMES  A  SURPLUS  i 

For  decades,  globe-trotting  AmerM 
spent  more  overseas  than  forelM 
in  the  U.  S.  But  the  tourist  tide  is  fifl 
moving  in  the  opposite  direction.  I 
study  for  the  Coalition  of  Service  Im 
tries,  Boston  Co.  Economic  Advisor 
ports  that  the  largest  private  servic 
port  of  the  U.  S.  is  now  tourism,  eai 
$38.4  billion  last  year— only  $1  b 
less  than  U.  S.  agricultural  exports 
With   U.  S.   tourist  exports  (m 
spent  by  peripatetic  foreigners  in 
U.  S.)  up  1227  in  five  years,  the  o\ 
tourism  balance  has  shifted  from  a 
cit  of  $7.5  billion  in  1985  to  a  surpi 
about  $900  million  in  1990.  Passe 
fares,  which  are  often  related  to  tc 
expenditures,  posted  an  additional 
plus  of  $2.3  billion  last  year. 

While  more  foreigners  have  been 
ing  America,  the  study  notes  that 
tors  from  only  two  countries — Ca 
and  Japan — spend  a  lot  more  in  the 
than  Americans  do  in  their  bailiv 
Last  year's  tourism  surpluses 
about  $2.2  billion  with  Canada  and  j 
ty  $5.5  billion  with  Japan. 


A  SHARP  REBOUND  FO 
HOUSING— BUT 
ONLY  IN  CANADA  

Canadian  hom.e  sales  soared  by  6 
April  over  their  year-earlier 
while  housing  starts  jumped  by  327 
March.  But  don't  expect  a  similar  : 
pickup  in  the  U.  S.,  warns  Richai|iC 
Berner  of  Salomon  Brothers  Inc. 

Berner  notes  that  virtually  all  Ci 
an  home  sales  are  financed  by  a 
able-rate  mortgages  tied  to  short 
interest  rates.  Thus,  its  housing  m 
crashed  last  year  as  short  rates  e: 
ed,  and  has  rebounded  this  year  as 
have  plunged.  In  contrast,  many 
homes  are  financed  by  conveni  v; 
mortgages  tied  to  long  rates  and|»' 
slowly  to  rate  changes.  That,  ancpt 
tinning  constraints  on  thrift  leiM 
suggest  that  any  U.  S.  housing  ree|| 
will  be  moderate  by  comparison™ 
past  housing  revivals,  says  Bernera 


mi  The  Nnnh  Fjlc 


[For  a  free  color  analog  uuludin^  full  details  oj  our  lifetime  warranty  and  the  location  of  your  nearest  North  Face  dealer  (all  J -800-654-1751.] 


Your  Rent  is  Late, 
your  GOLDFISH  is 
probably  DEAD  and 
you  think  youWe 

LEFT  the  IRON  ON. 

You  Couldn't  CARE  LESS. 

You're  checking  out  a  view  that  makes  an  Ansel 
Adams  print  look  like  a  snapshot  from  one  of  those 
disposable  cameras.  But  maybe  the  best 
part  is  you're  8,000  miles  from  the  nearest 
Winnebago*    For  over  twenty  years,  outdoor  gear 


from  The  North  Face  has  been  helping  people 
go  places  where  people  weren't  supposed  to  go. 
Like  ;       \  scaling  the  "Scarface"  route  at 


Smith  Rock,  Oregon.  Or  circling 
the  base  of  Everest  on  skis.  Which  may  be  why 
The  North  Face  has  been  the  choice  of  practically 
every  major  expedition  of  the  past  two  decades. 

And  like  them,  you  can  expect  every  article  of 
clothing,  every  tent,  pack  and  sleeping  bag  to  be 
guaranteed  for  life.  Because,  for  us,  it  has  always 
come  down  to  one  thing:  making  clothing  and 
equipment  whose  performance 
you  can  take  for  granted.  So  you  can  concen- 
trate on  why  you're  out  there  in  the  first  place. 


When  You've  Seen  One  Radisson, 

You've  Seen  One; 
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Radisson  Plaza  Hotel  Indianapolis 


With  Indiana's  most  exclusive  entertainment, 
business  and  shopping  complex  at  its  doorstep, 
the  luxurious  Radisson  Plaza  in  Indianapolis  is 
one  of  over  250  Radissons  worldwide,  each  as 
individual  as  the  people  who  stay  in  them. 

Whedier  anticipating  your  needs  or  accom- 
modating your  requests,  every  Radisson  stafif 
member  shares  a  refreshing  Yes  I  Can'"  attimde 


you  just  won't  find  at  a  big,  impersonal  hotel. 
(Also  refreshing:  die  free  miles  you  earn  on 
USAir,  Northwest,  Contiinental  or  Air  Canada 
— subject  to  the  rules  of  each  airline's  frequent 
flyer  program — whenever  you  check  in.) 

So  the  next  time  you're  going  to  be  anywhere 
from  San  Juan  to  San  Jose,  why  get  just  a  room 
when  you  can  get  a  Radisson? 


get  a  room  when  you  can  get  a  Radisson? 


800-333-3333 


For  reservations  ^\j\J''»}JJ  "J  J  J  J  gets  you  every  single  Radisson  around  the  world,  including 
leading  hotels  in  Pit  shurgh,  Burlington,  Birmingham,  Memphis,  DaOas,  Kansas  City,  Los  Angeles,  Palm  Springs, 
Cincinnati  and  Detroit.  Or  call  your  travel  professional. 


L  ADVERTISING  SEQION 


"he  Frequent 

rRAVELER 


The  New 
Age  in 
In-flight 
Service 

MORE  ENTERTAINMENT, 
BEHER  MEALS,  AND 
HIGH-TECH  AMENITIES 
ARE  TAKING  OFF 

|eregulation,  unbridled 
competition,  and  "open 
isivies"  were  supposed  to 
make  shopping  for  aidine  tickets 
something  Hke  choosing  break- 
fast cereals.  There  would  be  a 
brand  for  every  taste:  plain 
flakes  for  plain  folks,  frosted  ver- 
sions for  those  with  a  palate  for 
something  sexier,  and  premium 
brands  chock-full  of  nut  clusters 
for  customers  who  demanded 
more.  Shelves  would  groan  from 
the  weight  of  all  the  choices,  ev- 
erything would  be  individually 
priced  and  packaged,  and  we 
would  all  be  brand  name  buyers. 
That  was  the  idea  in  the  late 


SPECIAL  ADVERTISING  SEQION 
The  Frequent 

TRAVELE 


lyyOs,  when  frce-niaiket  forces  were  un- 
leashed to  work  their  wonders,  both  in  do- 
mestic and  international  air  travel.  But  air 
travel  turned  out  to  be  nothing  like  break- 
fast. Faced  with  such  harsh  economic  real- 
ities as  mounting  fuel  and  labor  costs,  the 
added  attractions  that  passengers  had  long 
savored  —  in-flight  lounges  and  leg- 
stretching  pitch  (the  distance  between  a 
seat  and  the  one  in  front  of  it) — c^iiickly 
faded  from  the  scene.  Rather  than  foster- 
ing myriad  price  niches  into  which  airlines 
would  neatly  fall,  competition  standard- 
ized prices  almost  as  rigidly  as  had  govern- 
ment regulators.  Travelers  ended  up  fly- 
ing essentially  the  same  planes  with  the 
same  increasingly  cramped  seating  plans. 
American  Airlines  launched  the  first  fre- 
quent-flyer program  in  1981,  but  soon  e\- 
ery  airline  had  a  bonus  plan,  and  eventual- 
ly they,  too,  all  looked  more  or  less  alike. 

True,  a  few  specialty  brands  appeared 
on  the  market — Laker  and  People  Ex- 
press in  the  budget  category.  Regent  and 
MGM  Grand  high  up  on  the  top 
shelf — but  of  those  experiments  only 
MGM  is  still  tlying.  Otherwise  carriers 
have  struggled,  often  in  vain,  to  hold  on  to 
their  brand  name  recognition,  while  busi- 
ness travelers  were  often  imable  to  recall 
which  airline  it  was  they  just  got  off. 

noday,  airlines  are  having  another  go 
at  redefining  themselves.  There's 
not  much  they  can  do  about  free- 
market  prices,  the  humdrinn  of  airports, 
and  the  relative  handful  of  look-alike  air- 
craft produced  by  Boeing  and  Airbus.  But 
airborne,  in  their  cabins,  airlines  are  find- 
ing new  ways  to  build  reputations  and 
forge  identities.  An  in-flight  resolution, 
just  now  getting  imder  way,  seems  set  to 
overhaul  commercial  air  travel  during  the 
current  decade. 

I'his  revolution  has  produced  a  few 
headline-grabbers:  (Continental,  which 
once  featured  Ella  Fitzgerald  performing 
in  an  in-flight  lounge,  last  year  employed 
stand-up  comics  to  entertain  passengers 
on  Continental  Express  flights  leaving 
Detroit  and  Newark.  Regional  player 
\Iidv\est  Express  won  fame  by  baking 
chocolate  chip  cookies  on  every  luncheon 
flight.  Meanwhile,  GTE  Airfone,  which 
pioneered  in-flight  telephones  in  1984, 
and  until  now  had  the  market  to  itself,  has 
started  mstalling  personal  phone  sets,  at- 
tached to  seats,  on  aircraft  belonging  to 


I  nited  and  Midway,  among  others. 

But  most  of  the  developments  in  the 
sky  have  been  low-key,  falling  into  the 
broader  categories  of  better  and  more  var- 
ied in-flight  entertainment  and  meals,  and 
improvements  in  overall  service. 

"Variety  is  what  passengers  seem  to 
want  most  from  the  in-flight  experience, 
and  the  technology  is  now  a\ailable  to 
provide  it,"  says  Jim  O'Neal,  editor  of  On- 
board Sercires,  a  trade  magazine  that  moni- 
tors in-flight  developments.  "We've  gone 
from  an  era  when  one  film  was  an  in-flight 
novelty  to  the  point  where  soon  every  pas- 
senger on  a  plane  will  be  able  to  view  a 
different  program." 

T  he  technology  employs  individual 
screens,  mounted  on  seat  backs  or  arm- 
rests, and  it's  expensive  enough  to  give 
airline  financial  officers  migraines — up  to 
$4,000  per  seat.  Still,  perhaps  a  dozen  air- 
lines— including  Japan,  Northwest,  and 
Mexicana — now  have  at  least  some  of 
their  seats  outfitted  with  individual  video 
monitors,  and  most  of  the  big  players  will 
soon  start  installing  them. 

Typical  seat-back  video  systems  now 
available  offer  just  a  few  channels,  with  a 
selection  of  a  half-dozen  or  so  movies  and 
short  features.  Within  the  next  few  years, 
passengers  will  find  libraries  of  film  selec- 


tions available  at  the  touch  of  a  button 
will  also  be  able  to  use  monitors  to  o 
tirinks  and  snacks,  reserve  hotel  roc 
play  video  games,  learn  languages,  cal 
information  about  their  destinations, 
even  work  on  reports  and  spread  she 
Almost  certainly  during  the  1990s,  s: 
lite  technology  will  allow  passenger 
watch  CNN  live  on  their  monitors,  ch 
stock  prices,  log  onto  ground-based  ( 
bases,  and  send  and  receive  faxes. 

Iust  the  same,  some  airline  execut 
would  still  concur  with  the  New  ^ 
Air  executive  who  was  once  que 
as  saying,  "The  only  thing  in-flight  f 
should  try  to  do  is  keep  the  passeng 
blood  sugar  up  until  he's  back  on 
ground."  But  that's  not  the  kind  of  thi 
ing  that  builds  brand  loyalty:  New  ) 
Air,  you  may  have  noticed,  is  no  lor 
around.  Competition  and  changing  pu 
attitudes  about  nutrition  are  compel 
airlines  to  rethink  their  menus.  "A 
turns  out,  it's  not  just  fancier,  more 
pensive  meals  that  passengers  crave, 
lighter,  fresher,  and  healthier  food,"  ; 
Onboard  Services"  O'Neal.  As  with 
flight  entertainment,  he  says,  variet 
often  the  key. 

With  so  many  airlines  revamping 


ANNOUNQNG 
AIR  SUPERIORITY 
FORCIVIUANS." 


lonathan  Winters 


Great  America  West  service 
for  up  to  40%  off  full-Coach  fares. 
With  no  restrictions,  no  limitations, 
no  nonsense. 

To  experience  what  air  superiority  means  for 
business  travel,  take  your  next  flight  on  America 
West  Airlines. 

SUPERIOR  FARES. 

Air  superiority  means  fairer  fares  that 
don't  penalize  you  for  going  at  the  last  minute. 
At  America  West,  we've  cut  our  unrestricted 
full-Coach  fares  by  up  to  40%.  Which  can 
save  you  literally  hundreds  of  dollars  every 
time  you  fly 

SUPERIOR  SERVICE. 

Air  superiority  means  service  that's 
a  cut  above  from  the  ground  up.  You  see, 
the  people  who  work  for  America  West 
are  owners  of  America  West.  Which 
means  that  they  have  a  vested  interest  ^.„- . 
in  giving  you  service  that'll  keep  you  coming 
back  to  America  West. 

SUPERIOR  SCHEDULES. 

Air  superiority  means  schedules  that 
accommodate  your  schedule.  Frequent 
flights  to  major  business  centers  in  the  East, 
West,  and  in  between.  And  uncongested 
hubs  that  allow  you  to  make  connections 
quickly  and  easily 

For  reservations  or  more  information,  call 
your  Travel  Agent  or  America  West  Airlines  at 
800-247-5692. 

Because  business  travel  can  be  a  battle. 
You  need  air  superiority  to  win. 


^AmericaWest. 

THE  MORE  YOU  FLY, 
THE  MORE  WE  MAKE  SENSE.'" 


Albuquerque  •  Austin  •  Bakersfield  •  Baltimore  •  Boston  •  Burbank  •  Calgary  •  Cedar  Rapids  •  Chicago  O'Hare  •  Colorado  Springs  •  Dallas/Ft  Worth  •  Denver  •  Des  Moines  •  Durango 
Edmonton*  El  Paso  •  Flagstaff  •  Fresno  •  Grand  Canyon -Grand  lunction  •  Honolulu  •  Houston  •  Kansas  City  •  Las  Vegas  •  Long  Beach  •  Los  Angeles  •  Mmneapolis/St  Paul  •  Moline/Quad  Cities 
Nagoya.  |apan  •  Newark  •  NewYork/|FK  •  NewYork/LaGuardia  •  Oakland  •  Omaha  •  Ontario  •  Orange  County  •  Palmdale  •  Palm  Springs  •  Phoenix  •  Portland  •  Pueblo  •  Reno  •  Sacramento 
Salt  Lake  City  •  San  Antonio  •  San  Diego  •  San  Francisco  •  San  lose  •  Santa  Barbara  •  Scottsdale  •  Seattle  •  Steamboat  Springs  •  Tucson  •  Vail  •  Washington/National  •  Wichita  •  Yuma,  AZ 
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flight  service,  don't  they  risk  eventiiaiiy 
all  looking  alike  again?  Perhaps.  But  as 
the  following  survey  of  recent  innova- 
tions suggests,  much  of  the  duplication  is 
being  spiced  with  more  creative  thinking 
from  airline  purchasing  and  catering  of- 
fices than  at  any  time  in  the  history  of 
flight.  Whether  or  not  bijsiness  travelers 
shop  for  airline  tickets  by  name  brand,  in 
the  future  they  are  going  to  find  air  travel 
a  less-taxing  experience — once  they  get 
off  the  ground. 

ir  Canada  has  won  kudos  from 
[Kissengers  and  the  press  for  its 
new,  nutritionally  balanced,  Nu- 
triduisine  meals  on  all  flights  longer  than 
two  and  a  half  hours.  In  the  front  cabins 
on  long  hauls,  the  Canadian  carrier  offers  a 
"flex-meal"  option,  a  cold  plate  (typically 
lobster)  that  can  be  recjuested  at  any  time 
dtiring  the  flight,  freeing  business  travel- 
ers with  work  to  do  from  the  fixed-seating 
meal  service. 

Air  France  just  finished  red(jing  its 
business  class  cabin  on  transatlantic  flights 
and  is  now  upgrading  the  middle  cabin  on 
intra-Europe  narrowbodies.  Chief  among 
the  $65  million  worth  of  enhancements  is 
the  new  wider  business  class  seats  (called 
"Espace  2()(){)")  that  have  been  reconfig- 
ured to  se\en  across,  replacing  the  old 
eight-across  seating.  Fancier  business 
class  meals  have  been  introduced  as  well. 

Alaska  Airlines  was  named  best  air- 
line in  the  country  by  Conde  Nast  Traveler, 
largely  because  of  rave  reviews  for  its  in- 
flight food  and  wine  services.  The  carrier  s 
European-trained  executive  chef,  Wolf- 
gang Erbe,  has  become  something  of  a 
culinary  superstar  for  his  ambitious  menus 
with  such  unexpected  airborne  specialties 
as  venison,  pheasant,  and  C/ajiin  catfish. 
The  airline  claims  it  spends  more  than 
any  other  L!.,S.  carrier  for  in-flight  catering, 
an  average  of  $7.80  per  passenger,  com- 
pared to  an  industry  average  of  $4.25  per 
passenger. 

American  Airlines  recently  launched 
a  five-year,  $3.4  billion  program  to  jazz  up 
its  service  in  the  sky,  with  most  of  the 
money  and  ideas  going  to  the  carrier's 
growing  international  division's  Interna- 
tional Flagship  Service.  First  class  com- 
partments have  been  outfitted  with  elec- 
tronically controlled  leather  and  lamb's- 
wool  sleeper  seats,  and  with  individual 
VC'Rs.  But  much  of  the  investment  is  go- 


'An  in-flight 
revolution,  just 
now  getting 
underway, 
seems  set  to 
overhaul 
commercial  air 
travel  during 
the  current 
decade.' 


ing  toward  upgrading  first  and  business 
class  food  service:  Fresh  bread  is  baked  on 
board  for  first  class  passengers,  and  fresh 
breakfast  eggs  are  cooked  to  order.  Al- 
ready the  effort  has  won  for  American  a 
British  travel  magazine's  award  for  serving 
the  best  food  on  international  flights,  the 
first  time  any  domestic 
carrier  had  edged  out  the 
likes  of  .Swissair  and  .Sin- 
gapore Airlines. 

Electronic  headsets 
have  come  to  America 
West,  and  passengers 
have  the  option  to  keep 
them  for  future  flights 
and  to  use  them  when 
listening  to  most  radios 
and  cassette  players. 

British  Airways, 
which  over  the  last  two 
years  overhauled  its  first 
and  business  class  ser- 
vices, has  introduced  a 
completely  new  rear  cab- 
in, jettisoning  the  word 
eeoiioniy  from  its  lexicon 
and  calling  the  new  service  World  IVav- 
eller  on  intercontinental  routes  and  Fluro 
Traveller  on  routes  within  Europe.  Fhe 
$30  million  remake  includes  new  state-of- 
the-art  seats,  more  ambitious  menus  with 
grilled  and  pasta  entree  selections,  and  an 
expanded  entertainment  program. 

Continental,  despite  its  financial  woes, 
is  forging  ahead  with  a  $50  million  remake 
of  its  entire  fleet,  inside  and  out.  A  new 
logo  and  paint  scheme,  bright  new  interi- 
ors, uniforms  for  the  crew,  and  expanded 
menus  are  designed  to  give  the  carrier  a 
bold  new  identity. 

International  and  domestic  carrier 
Delta  Air  Lines  has  started  offering 
lighter,  healthier  breakfast  and  lunch  se- 
lections, including  hot  soups  in  both  cab- 
ins. .Additionally,  Delta's  fleet  of  757s 
(used  on  domestic  routes)  has  begun  to 
show  movies  on  board. 

Iberia  is  now  flying  new  MD-87  aircraft 
e(|uipped  with  a  first-of-its-kind  21-screen 
in-flight  entertainment  system.  P>ach 
monitor  serves  just  two  rows  of  seats. 

Japan  Airlines  has  completed  a  host  of 
cabin  enhancements  begun  two  years  ago. 
New  wider  seats  have  been  installed  in 
first  and  business  classes,  and  pitch  in 
business  class  has  increased  from  37  inch- 
es to  40  inches.  Also,  business  class  con- 


figuration has  been  upgraded  from  eig  ^ 
to  seven-across  seating.  JAL  was  the  fij 
airline  to  install  individual  monitors 
first  class. 

At  KLM  Royal  Dutch  Airlines,  vi 
screens  are  expected  to  grace  the  armre 
of  all  "Royal  Class"  seats  by  the  end 
the  year.  And  althoughjij 
timetable  does  not  yet  ex 
portable  compact  disk  playi 
will  be  available  to  all  pass 
gets  flying  first  class  in  I 
near  future. 

Lufthansa  has  been  inv 
ing  heavily  in  all  three  cabi 
Recent  upgrades  include 
porcelain  tableware  in  first  a| 
business  class,  new  gour 
meal  options  in  first  cla 
electronic  headsets  in  eco 
my  class,  and  Airshow  vid| 
route-map  displays  on  Air 
aircraft. 

Singapore  Airlines,  a  b 
ness-traveler  favorite,  has  j 
launched  a  revamped  busin 
class  service,  renaming  tj 
cabin  Raffles  Class.  Along  with  new  lil 
and-gray  interiors,  top-of-the-line  el 
tronic  headphones  and  expanded  m 
menus,  Singapore  leans  heavily  tow; 
glitzy  giveaways  to  establish  a  decide 
upscale  identity  for  Raffles  Class:  Ni 
Ricci  and  Elizabeth  Arden  toiletries,  ( 
signer  hand  towels,  and  eyeshades  a 
personal-grooming  kits. 

nited  Airlines  has  invested 
iMillion  to  upgrade  its  internatioJ 
fei  business  class  service.  SeatingI 
cabin  has  been  reduced  to  sev| 
across,  and  seat  pitch  has  been  increas 
to  40  inches.  Extra  tlight  attendants  ha 
been  assigned  to  the  cabin  as  well.  SotB 
400  of  finited's  jet  aircraft  are  being  oiH 
fitted  with  new  Seatfones,  which  all(l 
passengers  to  make  air-to-ground  calls! 
relative  privacy,  without  unbuckling. 

Virgin  Atlantic,  the  airline  that  int.J 
duced  rock  videos  to  the  skies,  now  ler 
individual  Sony  Video  Walkman  vidj 
players  to  "Upper  Class"  (i.e.,  businfl^ 
class)  passengers.  The  system  allows  pi 
sengers  to  select  from  up  to  50  videotap 
carried  on  board.  In  the  area  of  giveav 
largess.  Virgin  certainly  wins  hands  dov 
Upper  (]lass  passengers  get  free  econoij 
class  transatlantic  tickets  for  future  use.  I 
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We're  Making  I 
A  Difference 
To  Over  200  | 
Destinations 
Worldwide. 

And  We'll  Go 
To  The  Ends 
Of  The  Earth 
To  Show  You.  j 

j 

T  S 

LJ  urope.  The  Caribbean.  j 

Latin  America.  Australia. 
^Jlhe  South  Pacific.  Asia.  , 
You  never  know  where  | 
work  will  take  you  next.  So 
at  Continental  we're  giving 
you  more  places  to  work  m. 

Our  hubs  in  Denver, 
Cleveland,  Houston,  Newark, 
Honolulu  and  Guam  make  it 
easier  for  you  to  reach  cities 
across  the  US.  and  the  world. 

That's  over  2000  flights 
a  day  to  more  than  200 
destinations. 

And  because  there's  more 
to  life  than  just  work,  we've 
created  a  selection  of  vaca- 
tion packages  called  Grand 
Destinations.  They  come  with 
everything  youd  expect  for  a 
perfect  vacation,  and  the  one 
thing  you  don't— a  complete 
double  your  money  back 
guarantee. 

Of  course  wherever  you  fly 
you  can  take  advantage  of  the 
frequent  flyer  program  voted 
best  in  the  world  by  the 
experts,  OnePass. 

Continental  is  makmg  a 
difference  in  how  you  work 
and  how  you  play 

And  it's  making  all  the 
difference  in  the  world. 

©  1991  Continental  Airlines,  Inc. 


One  Airline  Can 
Make  A  Difference. 
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Business  Retreats 

EXECUTIVE  CONFERENCE  CENTERS  PROVIDE 
THE  RIGHT  CLIMATE  ANY  TIME  OF  YEAR 


W  V  J  _,hcn  McKinscy  &:  (Company 
^  /  -personnel  gather  from 
mSjM/  w  I  around  the  United  States, 
^Kurope,  and  the  Pacific 
Rim,  they  often  prefer  to  meet  outside  the 
firm's  offices.  "Our  people  need  to  get 
away  from  all  kinds  of  interruptions  and 
approach  the  business  at  hand  with  a  clear 
mind,"  says  Richard  Forth,  manager  of 
training  administration  for  the  internation- 
al management  consulting  {"irm.  And  when 
a  meeting  date  looms.  Forth,  who  oversees 
approximately  120  gatherings  each  year, 
sets  his  own  plans  in  motion. 

"We  maintain  standard  contracts  with 
several  conference  center  chains,"  he  ex- 
plains. "I  call  to  specify  the  dates  for,  say, 
a  ten-day  training  session  and  thc\  "11  fax 
me  a  contract  within  half  an  hour.  " 

Many  corporations  embrace  the  idea  of 
sending  executives  to  mull  corporate  strat- 
egy or  update  skills  in  conference  centers 
that  combine  contemporary  meeting 
rooms  with  upmarket  hotel  accommoda- 
tions. Kven  tennis,  golf,  and  swimming 
figure  into  the  productivity  ec|uation. 
"Recreation  in  the  evenings  is  very  impor- 
tant because  we  like  to  have  our  people 
mingle,"  says  l^orth. 

Executive  conference  centers  have 
sprouted  aroimd  the  country  over  the  last 
two  decades,  and  the  ten-year-old  indus- 
try trade  group  International  .Association 
of  Conference  Centers  (lACC),  based  in 
Fenton,  Missouri,  claims  165  members. 
lACC  president  .Sam  Haigh  dates  the  con- 
ference center  "concept""  to  I'^SO,  when 
Columbia  University  converted  a  mansion 
in  Harriman,  New  York,  into  Arden 
House.  Walter  A.  Green,  chairman  and 
CEO  of  Harrison  Conference  Services, 
w  hich  opened  the  first  of  its  eight  facili- 
ties on  an  estate  in  Glen  Cove,  New  ^brk, 
in  1968,  recalls,  "Major  corporations  fu- 
eled the  idea;  they  were  making  a  major 
c(jmmitment  to  management  develop- 
ment but  were  limited  in  terms  of  w  here 
to  conduct  training."  Most  companies 
were  forced  to  choose  between  traditional 
business  hotels  and  spartan  university  dor- 


mitories for  out-of-of- 
fice  meetings,  and  en- 
trepreneurs spotted  a 
niche. 

Jorgen  Roed,  presi- 
dent and  CEO  (if 
Scanticon  Corpora- 
tion, a  conference 
center  operator,  stress- 
es the  difference  be- 
tween conference 
centers  and  traditional 
business  hotels:  "The 
conference  center  en- 
vironment invites  par- 
ticipants to  relax,  to 
dress  informally  and 
walk  around  without 
f e  e  1  i  n  g  as  though 
they"re  in  some  sort 
of  grand  hotel.""  Roed  brought  Scaiuicoii 
to  Princeton,  New  Jersey,  in  1981  and 
has  since  added  facilities  in  Denver  and 
Minneapolis. 

Industry  sources  note  that  centers  are 
designed  to  serve  the  "small  meetings" 
market,  corporate  gatherings  of  fewer  than 
100  people,  usually  around  iO  middle 
managers  or  those  in  higher  level  positions 
who  meet  for  about  three  days. 

Conference  center  operators  insist  that 
the  needs  of  business,  not  transient 
guests,  govern  the  design  of  their  facili- 
ties. Arrowwood  in  Rye  Brook,  New  York, 
was  in  fact  planned  and  built  by  Citibank 
for  its  own  meetings  needs,  though  it  has 
been  made  available  to  outside  users  ever 
since  its  1983  opening.  The  hallmarks  of 
Arrowwood  and  a  handful  of  similar  facili- 
ties are  separate  wings  or  "pods"'  of  meet- 
ing rooms,  architecture  that  provides  plen- 
ty of  light,  and  views  of  woods  or  on-site 
or  adjacent  golf  courses.  Such  settings 
help  create  what  Scanticon's  Roed  terms 
"a  feeling  of  well-being  essential  for  work- 
ing well."  Rooms  on  one  side  of  Scanti- 
con's Denver  center  offer  views  of  the 
Rocky  Moimtains,  the  other  side  over- 
looks the  golf  course.  Vintage  mansions 
serve  as  centerpieces  for  Harrison's  Glen 


Cove,  New  'link,  and  l.aKe  lilLitt,  lllirf.'i, 
facilities. 

Urban  conference  centers  exist  as  \ 
.New  York  City's  Macklowe  hotel,  crit 
ly  acclaimed  for  its  architecture,  bo 
such  a  facility;  Atlanta's  midtown  is 
site  of  the  Southern  Conference  Cent( 
the  Colony  Square  hotel;  and  the  D 
Hilton  Executive  Conference  Center 
Dallas  seeks  to  capitalize  on  its  key  air| 
location. 

Another  grouping  of  centers  inci 
those  that  are  available  to  outsiders 
which  are  actually  on  the  grounds  of  I 
companies.  Xerox  Corporation's  90G-r(| 
International  C'enter  for  Training 
Management  Development  in  Leesb 
\'irginia;  the  plush  A'r&  I"  center  in  Lie. 
Illinois;  and  the  General  Electric  fact\ 
in  Westchester  County,  New  York,fe 
among  the  largest.  Conference  centersin 
also  be  found  at  Columbia  Univer;|y. 
Wake  Forest  University,  and  other  insiu- 
tions  of  higher  learning. 

Finally,  the  lACC  maintains  a  mem  r- 
ship  category  for  "resort"  conference  in- 
ters, facilities  that  bill  themselves  as  di"i- 
nations  in  their  own  right.  The  Housn- 
based  Benchmark  Hospitality  Gnp 
claims  a  specialty  in  this  area  of  the  bh- 


t's  nice  to  hear  afamiliar  voice. 


;  language  may  be  difficult. 
;  food  may  be  dilferent. 
;  customs  may  be  untamiliar. 
making  a  phone  call  back  to  the 
can  be  easy 

:  dial  the  special  AT&T  USADirecf^ 
5  number  for  the  country  you're  in. 
hin  seconds,  you're  in  touch  with 
'&T  Operator  in  the  U.S.  who  can 
'ou  complete  your  call. 


Use  your  AT€-T  Calling  Card  or  cal  1 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

Only  AT&T  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  way  that  AT&T  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


So  call  1  800  874-4000  Ext.  415 

for  a  free  information  card  listing  AT6rT 
USADirect  access  numbers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territory 


AT&T  USADirect  Service. 

Your  express  coi^iection  to  AT&T  service. 


AT&T 

The  riqht  choice. 
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ness;  the  firm  operates  the  Cottages  Con- 
ference Resort  at  Hilton  Head  Island  and 
recently  opened  the  Resort  at  Squaw 
Creek  in  the  California  Sierras. 

Benchmark  president  and  CEO  Burt 
Cabanas  says,  "A  decade  ago,  the  biggest 
focus  in  the  conference  business  was  on 
learning,  but  as  the  baby  boomers  grew 
up,  conference  centers  needed  to  develop 
a  different  balance  versus  the  once-popu- 
lar university  dorm  style."  Cabanas  notes 
that  resort  centers  tend  to  mix  their  seri- 
ous business  with  skiing  and  golf.  The 
Conference  Center  at  Dodgertown  in  Veto 
Beach,  Florida,  not  only  offers  27  holes  of 
golf,  but  also  pitches  its  6,000-seat  base- 
ball stadium  as  an  attraction. 

The  actual  meeting  facilities  are  a  con- 
ference center's  stock-in-trade:  amphithe- 
aters for  speeches,  smaller  "breakout" 
rooms  where  conferees  can  hash  out  strat- 
egy. The  lACC  sets  criteria  for  acoustics 


and  lighting  and  even  prescribes  furnish- 
ings: writing  tables  and  ergonomically  de- 
signed seating.  Many  centers  offer  in- 
house  graphics  studios,  fully  staffed  video 
production  facilities,  rear  screen  video 
projection,  closed  circuit  television  sys- 
tems, international  satellite  linkups,  and 


Excellence  is  Our  Style 


At  the  office,  or  At  Hotel  Lotte 

There's  one  Common  link. 


More  and  more  businessmen  choose  our 
New  Wing  for  its  uncompromising  luxury 
and  executive  services. 
Here,  they  enjoy  rooms  that  are  the  big- 
gest on  a  average  in  town,  generously  sized 
desks  and  quick  access  to  a  fax.  copier  and 
typewriter. 

From  express  check-in  at  our  Hospitality 
Lounge,  fnendly  assistance  and  a  smile  are 
never  far  away. 

Count  on  more  pluses  like  unsurpassed 
downtown  location  that  adjoins  the  Lotte 
Department  Store  and  Asia's  largest  Duty 
Free  Shop. 

Enjoy  the  efficiency  and  comforts  of  your 

home  office  by  staying  with  the  best  in 

Seoul  Stay  with  Hotel  Lotte. 

We  are  here  to  help  you  get  down  to 

business. 

Member  in  Seoul,  Korea 

•  1494  modern  rooms  &  suites 

•  23  restaurants  &  bars 

•  Asia's  most  luxurious  heallti  club 

•  Department  store  &  duty  tree  stiop 

(US  HOTEL  LOTTE 

SEOUL  KOREA 


Head  Office:  C.P.O.  Box  3500  Seoul,  Korea.  Phone  (02)  771-10,  Tlx;  LOTTEHO  K23533/4,  Fax:  SEOUL  752  3758, 
Cable:  HOTELOTTE  Overseas  Office:  New  York  (201)  944-1117  Toll  Free  800-22-LOnE,  L.A.:  (213)  540-7010 
Toll  Free  800-24-LOTTE,  London:  (071)  323-3712/4  Tokyo:  (03)  3564-1462,  Osaka:  (06)  263-10/1/2,  Fukuoka:  (092) 
413-5001/2 
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so  forth.  But  many  (jperators  and  u 
agree  that  the  simple,  quiet  room  rem 
the  staple  of  the  business  meeting. 

Kven  guestrooms  are  oriented  to\ 
work.  Many  are  designed  with  extra  \ 
space — larger  desks  or  tables  where 
conferees  can  get  together  in 
evenings.  Rooms  may  sport  several  i 
phone  jacks  or  hookups  for  the  use  of 
sonal  computers. 

(Conference  centers  claim  that  muc  Bcii 
what  makes  them  unique  is  not  just  t 
design,  but  their  service.  Tom  May,  diil 
tor  of  marketing  for  the  DFW  Hilton 
ecutive  Conference  Center,  no 
"Meetings  uproot  people  for  several 
and  business  customers  are  looking 
high  level  of  professional  support.  Foij 
ample,  they  depend  on  their  secret: 
every  day  and  need  to  maintain  that  Ij 
of  communication  with  their  offic 
Television  monitors  display  mess 
from  the  home  or  office;  staffers  hov 
the  meeting  pods,  ready  to  copy  a  d 
ment,  arrange  for  faxing  or  typing,  orl 
an  errand. 

(>onference  centers  even  claim  to 
raised  the  coffee  break  to  an  art  f( 
They  provide  snacks  designed  not  D 
duce  sleep  during  long  sessions  and  c 
to  pay  special  attention  to  calorie  coi 
and  cholesterol  levels.  Cuisine  is  bill 
a  major  attraction  to  hardworking  ex| 
tives  who'll  be  on-premises  for  se 
days;  the  centers'  kitchens  have  foil 
a  trend  away  from  prime  ribs  of  be£ 
lighter,  healthier  fare  for  those  who  d<)i 
it.  Cocktail  lounges  offer  pool  tables 
card  tables  to  encourage  mingling,  bul 
entertainment  that  might  tempt  confe 
to  stay  up  late. 

Conference  centers  seek  to  win 
ness  by  arranging  all  aspects  of  a  mee] 


ADVERTISING  SEQION 


nts.  lACC's  Haigh  notes  that  up  to 
those  who  book  meetings  at  con- 
centers take  on  the  responsibihty 
ce  or  twice  a  year  in  addition  to 
gular  corporate  duties.  One  Scanti- 
iciai  notes,  "We  deal  with  everyone 
EOs  to  secretaries  who've  been  at 
lbs  for  six  months  to  a  caller  with 
ions  and  options." 
y  Howard,  meeting  and  travel  ad- 
ator  for  the  Pillsbury  Company,  ap- 
?s  the  fact  thai  conference  center 
relieve  her  own  small  staff  from 
onsuming  details.  She  explains, 
alesperson  takes  the  original  book- 
I  then  turns  the  meeting  over  to  a 
ence  coordinator  who  sees  the 
iffair  through,  from  meeting  rooms 
s  and  guestrooms." 
her  frequent  user  likes  the  fact  that 
take  the  time  to  study  his  meeting 
s  and  suggest  program  additions  or 
s,  such  as  an  evening  session.  But 
iference  center  chains  are  now  try- 
Jifferentiate  themselves  on  the  ba- 
ersonal  service.  Benchmark  Hospi- 
las  instituted  a  program  in  which 
members  of  each  meeting  group 
pel  pins  to  distinguish  them  from 
roup  members  in  order  to  get  spe- 
:ention  from  staff.  According  to 
nark's  Cabaiias,  "If  those  people 
quick  vegetarian  meal  for  a  guest 
:  or  a  videotape  rerecorded,  the  re- 


quest is  immediately  accommodated.  Pa- 
perwork, if  there  is  any,  will  be  taken  care 
of  later." 

For  all  of  this  pampering  and  attention 
to  detail,  corporations  can  expect  to  pay 
between  $200  and  $300  per  person  per 
day.  Tariffs  do  vary  around  the  country; 
operators  bid  for  business  by  offering 
"complete  meeting  packages,"  which  in- 
clude meeting  rooms  down  to  the  last  flip 
chart,  meals,  and  overnight  accommoda- 
tions. Conference  centers  do  negotiate 
rates;  frequent  use  and  advance  bookings 
can  lead  to  lower  prices.  But  the  centers 
tend  to  be  less  flexible  than  hotels  regard- 
ing deposits  and  no-shows,  a  consequence 
of  having  relatively  little  or  no  transient 
business. 

Corporations  have  certain  other  expec- 
tations above  soundproofed  meeting 
rooms  and  well-groomed  golf  courses. 
Notes  McKinsey's  Forth,  "Conference 
centers  are  very  up-front  about  your  com- 
petitors. They'll  tell  you  when  someone 
you  may  not  want  to  have  on-premises  at 
the  same  time  has  booked  and,  alternate- 
ly, they'll  reject  one  of  your  competitors  if 
you've  booked  first."  And  consider  the 
general  manager  of  one  conference  center, 
who  notes  that  he's  now  careful  about  the 
brands  with  which  he  stocks  coffee  kiosks. 
He  once  served  the  "wrong"  tea  to  execu- 
tives of  a  multinational  food  corporation,  a 
faux  pas  he  vows  to  never  repeat.  □ 


The  accent  is  on 
productivity  at 
Sctinticon 's  Denver 
conference  center  (left) 
and  Harrison 's  Glen 
Cove,  N.Y.,  facility 
( opposite  page). 
Arrowood.  in  R\e  Brook, 
N.  Y.  ( opening  pfge),  has 
earned  a  preeminent 
reputation  among  East 
Coast  executives. 


Absolute 
efficiency. 


Pure 
luxury 


At  Le  Meridien  doing  business  is  made 
easy  by  our  enviably  central  locations 
and  consummately  professional  staff. 
Forgetting  business  is  similarly  effort- 
less thanks  to  amenities  like  relaxing 
health  facilities  and  award-winning 
cuisine.  Who  says  doing  business  can't 
be  a  pleasure?  For  reservations,  call 
(800)  543-4300  or  your  travel  planner. 
And  don't  forget  to  ask  about  L'Invitation, 
our  frequent-guest  program. 


MERIDIEN 


The 


service  you  expect. 


Travel  Companion  of  Air  France 
Over  50  Hotels  and  Resorts  Worldwide 


In  North  America:  Boston  ■  Chicago  •  Montreal  •  Nassau, 
Baliamas  •  New  Orleans  •  New  York  •  Newport  Beach 


We  Realize  Y)ur  Ba 


OnlyThingThat 


agelsnlThe 
esABeatina 


All  business  travelers  have  days 
when  they  get  hung-up  in  traffic. 
Bounced  around  at  the  airport. 
Beat  to  the  last  cab.  Only  to  go  a 
few  rounds  with  a  client. 

That's  when  it's  nice  to  have 
an  Omni  Hotel  in  your  corner. 
Because  we  fully  understand  the 
rigors  of  life  on  the  road.  As  a 
matter  of  fact,  we  have  exactly 
what  it  takes  to  get  you  back  into 
shape.  And  for  less  than  you'd 


expect  from  an  Omni  Hotel. 

Each  Omni  provides  every  con- 
venience for  conducting  business. 
Including  the  best  business  loca- 
tions. But  more  importantly,  we 
provide  a  soothing  experience 
sure  to  rejuvenate  your  spirit. 
With  big,  comfortable  rooms, 
gourmet  dining  and  attentive, 
gracious  service. 

Plus  as  a  Select  Guest  Club 
member,  you  can  enjoy  additional 


privileges  such  as  priority  room 
availability,  accommodation 
upgrades,  evening  turn-down 
service,  complimentary  coffee  and 
the  morning  paper  delivered  with 
your  wake-up  call,  express  check- 
out and  more. 

At  Omni  Hotels,  we  firmly 
believe  that  even  if  we  can't  fight 
your  next  battle  for  you,  we  don't 
want  to  send  you  back  into  the 
ring  with  a  tender  jaw. 


Omni  Hotels' 

For  Reservations  Call  Your  Travel  Agent  Or 


l^SOO^THE'OMNI 


Stay  At  An  Omni  Hotel  In: 

Atlanta,  GA 
Baltimore,  MD 
Boston,  MA 
Chapel  Hill,  NC 
Charleston,  SC 
Charlotte,  NC 
Charlottesville,  VA 
Chicago,  IL 
Cincinnati,  OH 
Dallas,  TX 
Detroit,  MI 
Durham,  NC 
Evanston,  IL 
Indianapolis,  IN 
Jacksonville,  FL 
Lake  George,  NY 
Memphis,  TN 
Miami,  FL 
Minneapolis,  MN 
New  Orleans,  LA 

New  York,  NY 
Newport  News,  VA 
Norfolk,  VA 
Orlando,  FL 
Philadelphia,  PA 
Providence,  RI 
Richmond,  VA 
San  Diego,  CA 
San  Mateo,  CA 
Tampa,  FL 
Virginia  Beach,  VA 
Washington,  DC 
Cancun,  Mexico 
Lxtapa,  Mexico 
Hong  Kong 
Singapore 


In 


Where  You  Want  To  Be 
Wha\  You  HaveTo  Be  Awa 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


fhis  recession  different? 
yes  and  no 


;fit  margins 
nue  to  shrink 


A:  COMMERCE  DEPT.,  6W 


the  analysis  of  business  cycles,  similarities  are 
netimes  just  as  important  as  differences.  All  the 
cussion  about  the  atypical  characteristics  of  the 
L  recession  has  covered  up  a  crucial  point.  Despite 
onomy's  unique  array  of  structural  problems  in 
lanking,  and  real  estate,  the  downturn  is  unfolding 
•ly  classic  fashion.  That  means  the  recession's 
while  apparently  easing — isn't  likely  to  let  go  com- 
for  a  few  more  months. 

Traditionally,  consumer  re- 
trenchment sets  the  downswing 
of  the  business  cycle  in  motion. 
Inventories  pile  up,  businesses 
liquidate  the  excess  by  cutting 
output  and  jobs,  and  companies 
slash  their  capital  budgets.  All 
this  leads  to  further  weakness. 
Following  that  script,  consum- 
ers have  taken  the  first  big  hit, 
largely  the  result  of  tight  mone- 
tary policy  at  the  Federal  Re- 
The  oil  shock  added  a  hammer  blow, 
hope  was  that  the  similarities  would  end  there, 
ycle  would  be  different,  economists  thought,  be- 
of  better  inventory  control,  because  of  the  need  to 
p  investments  in  new  equipment  in  order  to  com- 
1  global  markets,  and  because  of  strong  exports, 
s  was  supposed  to  contain  the  damage. 

HER  They  had  better  think  again.  Although 
MTORY  the  biggest  declines  in  consumer  spend- 
SEEM  jng  are  past,  the  economy  hasn't  escaped 
the  classic  secondary  effects.  Through 
St  quarter,  inventory  liquidation  is  already  larger 
1  many  past  recessions.  It  has  occurred  faster  than 
because  of  companies'  quicker  reaction  to  falling 
d.  And  more  cuts  seem  assured,  especially  since 
ndamentals  for  consumer  spending,  and  demand 
illy,  show  no  signs  of  strengthening, 
led,  the  latest  data  from  durable-goods  manufac- 
show  new  weakness  in  capital  spending.  And  de- 
itunning  progress  on  exports,  foreign  demand  is 
t  risk  because  of  global  economic  weakness  and 
liar's  greater  value. 

Commerce  Dept.'s  downbeat  report  on  first-quar- 
'porate  profits  also  weighs  heavily  on  the  outlook, 
'ate  earnings  before  taxes  fell  to  $282.7  billion  in 
■St  quarter  from  $304.1  billion  in  the  fourth  quar- 
perating  profits,  which  exclude  earnings  from  in- 
y  values  and  depreciation  allowances,  also  dipped. 


and  they  remained  below  their  year-ago  level  for  the 
ninth  consecutive  quarter. 

The  profits  numbers  accompanied  Washington's  first- 
quarter  revisions  to  gross  national  product,  which 
showed  a  2.6%  decline,  at  an  annual  rate,  in  real  GNP — 
little  changed  from  the  2.8%  drop  originally  reported. 

The  recession's  grip  continues  to  squeeze  profit  mar- 
gins, which  measure  the  efficiency  of  companies  at  gen- 
erating earnings  per  dollar  of  output  (chart,  left).  The 
steady  erosion  of  margins  puts  added  pressure  on  busi- 
nesses to  cut  costs.  The  sacrifices  will  be  further  job 
losses  and  forgone  capital  outlays. 

I CONSUMERS  To  be  sure,  businesses  will  have  to  see 
GET  A  consumer  spending  improve  before  add- 

DOSE  OF  jng  to  payrolls  or  moving  ahead  with  any 
REALITY  Y\ew  investments  in  inventories  or  capital 
projects.  For  now,  at  least,  consumers  seem  pretty  wary 
about  the  economy's  future.  So  although  the  worst  of 
the  losses  in  consumer  spending  seem  to  be  history,  that 
pessimism  implies  that  buying  will  remain  lackluster. 

The  index  of  consumer  confidence  dropped  to  74.2  in 
May,  from  79.4  in  April,  according  to  the  Conference 
Board  (chart,  right).  In  March  and  April,  postwar  opti- 
mism had  boosted  the  index,  especially  consumers'  feel- 
ings about  the  future. 

But  in  May,  reality  began  to  set  in  once  again.  In 
particular,  consumers  are  more  pessimistic  about  the 
economy's  prospects  over  the  next  six  months.  The  index 
of  consumer  expectations  dropped  to  93.5,  from  99.7  in 
April.  A  larger  number  of  consumers  now  expect  fewer 
jobs  and  smaller  paychecks  in  the  months  ahead. 

Consumers  also  remain  down- 
beat about  their  present  situa- 
tion. According  to  the  Confer- 
ence Board,  38.6%'  of  those 
surveyed  think  jobs  are  hard  to 
get,  compared  with  just  22. 1%^ 
who  felt  that  way  in  July,  when 
the  recession  started.  And  37.9% 
describe  overall  business  condi- 
tions as  bad  in  May,  almost 
twice  the  20.1%  who  used  that 
adjective  in  July. 


POSTWAR  EUPHORIA 
BEGINS  TO  FADE 
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CONSUMER 
CONFIDENCE 
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The  worries  about  job  prospects  seem  justified,  given 
the  high  level  of  filings  for  state  jobless  benefits.  New 
claims  have  fallen  since  March,  when  they  routinely 
topped  the  half-million  mark.  But  in  the  week  ended  May 
11,  they  stood  at  an  annual  rate  of  454,000.  That's  high 
enough  to  suggest  that  the  May  employment  report,  to 
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be  released  on  June  7,  will  show  that  the  jobless  rate 
increased  from  the  6.6%  rate  posted  in  April. 

The  darker  mood  among  shoppers  means  major  pur- 
chases are  being  postponed.  Buying  plans  for  houses, 
cars,  and  appliances  were  all  lower  in  May  than  in  any  of 
the  previous  three  months. 


SALES  OF 
EXISTING 
HOMES  ARE 
FIRMING 


Plans  to  postpone  home  purchases  in  May 
could  be  a  sign  that  the  recent  rise  in 
long-term  interest  rates  is  scaring  off 
some  consumers  just  as  housing  begins 
to  show  a  pulse.  In  April,  sales  of  existing  homes  rose  by 
3.4%,  to  an  annual  rate  of  3.33  million — the  third  increase 
in  a  row. 

In  addition,  the  National  Association  of  Realtors  re- 
ported that  home  prices  have  begun  to  firm — another 
sign  that  demand  is  picking  up.  The  average  price  of  an 
existing  home  stood  at  $128,400  in  April,  up  by  8.9%- 
from  12  months  ago.  At  the  end  of  1990,  prices  were 
falling  below  their  levels  of  a  year  earlier.  Even  so,  a  full 
recovery  in  homebuilding  will  depend  on  a  sustained 
increase  in  sales  to  clear  out  the  huge  inventory  of 
unsold  homes. 


ORDERS 
LOOK 
PRETTY 
GLOOMY 


In  traditional  business-cycle  fashion,  the 
consumer-led  slump  in  the  overall  econo- 
my has  preceded  the  downturn  in  capital 
spending.  So  far,  the  weakness  in  invest- 
ment in  new  plants  and  equipment  has  been  mild  com- 
pared with  past  recessions,  but  that  might  be  changing. 

The  unrelenting  stream  of  disappointing  reports  on 
corporate  profits,  the  still-high  cost  of  borrowing,  the 
continuing  decline  in  the  utilization  rate  of  capacity  al- 
ready in  place,  and  uncertainty  over  the  timing  of  the 
recovery  all  appear  to  be  causing  many  businesses  to 
rethink  their  spending  plans. 

Despite  a  2.9%  increase  in  overall  orders  coming  into 
durable-goods  manufacturers  in  April,  which  was  the 


first  increase  in  four  months,  private-sector  bookings 
capital  goods,  excluding  the  military,  plunged  by  10 
Although  the  month's  drop  reflected  a  big  decline  in 
volatile  aircraft  industry,  capital-goods  orders  have 
en  in  five  of  the  past  six  months.  Smoothing  out 
monthly  ups  and  downs,  the  three-month  averag 
headed  due  south  (chart). 

The  April  report  from  makers  of  machine  tools,  wl| 
are  used  to  make  other  capital  goods  and  are  th 
leading  indicator  of  equipment  spending,  offers 
encouragement.  Orders  slipped  5.37^  from  their  M 
level,  to  $194.7  million,  according  to  the  Association 
Manufacturing  Technology.  April  orders  hit  a  14-m 
low,  and  they  were  337f  below  last  year's  pace. 

Until  the  first  quarter, 
weakness  in  capital  spen 
had  been  concentrated  in 
ness  structures,  where 
overbuilding  will  continue 
take  a  toll  for  some  time.  B 
the  first  quarter,  outlays 
equipment  also  fell  sharply 
they  are  on  track  to  post  a; 
er  drop  in  the  second  qua: 
April  shipments  of  nondef( 
capital  goods  edged  up, 


NEW  WEAKNESS  IN 
CAPITAL  EQUIPMENT 


'  APR. '90  APR. '91 

A  BILLIONS  Of  DOLLARS,  THREE-MONTH 
MOVING  AVERAGE 

OAIA:  COMMERCE  DEPT.,  BW 


they  remained  below  the  first-quarter  average. 

As  in  most  past  downswings  in  the  business  cj| 
weak  demand — particularly  among  consumers — is 
bane  of  the  economy.  The  structural  problems  are  ir 
tant,  but  they  are  more  likely  to  weigh  on  the  strer 
of  the  recovery  than  on  the  depth  and  duration  of| 
recession. 

When  demand  strengthens,  largely  in  response  to| 
Fed's  easing  of  monetary  policy,  the  econom.y  will 
up.  Right  now,  judging  when  the  recovery  will  bj 
may  well  depend  more  on  how  similar  this  recession 
past  downturns  than  on  how  different  it  is. 


TNE  WEEK  AHEAD 


NAPM  SURVEY 


Monday,  June  3,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  index  of  industrial  activi- 
ty probably  rose  to  44. in  May,  from 
42.17'  in  April,  according  to  economists 
polled  by  MMS  International,  a  division  of 
McGraw-Hill  Inc.  The  expected  reading 
would  push  the  index  to  its  highest  level 
since  September,  1990.  However,  the  in- 
dex would  still  be  below  the  50%  mark, 
suggesting  that  the  manufacturing  sec- 
tor is  still  declining. 

CONSTRUCTION  SPENDING 


MoJuiay,  June  -i,  10  a.m. 
Building  outlays  likely  fell  by  an  addi- 
tional 0.3%  in  April,  say  MMS  economists. 


If  so,  that  would  be  the  10th  decline  in 
11  months.  In  March,  construction 
spending  dropped  by  1.5%. 

CAPITAL  SPENDING  

Thursday,  June  6,  8:30  a.m. 
Companies  have  probably  reduced  their 
capital-spending  plans  for  1991.  In  a 
Commerce  Dept.  survey  done  in  .January 
and  February,  businesses  expected  to  in- 
crease outlays  for  plants  and  equipment 
by  2.5%.  The  new  report,  done  in  April 
and  May,  will  likely  show  a  rise  of  1.5%-. 

EMPLOYMENT  

Friday,  June  7,  8:30  a.  m. 
The  MMS  consensus  calls  for  a  decline  of 
about  62,000  nonfarm  jobs  in  May.  In 
April,  124,000  workers  were  laid  off.  A 


total  of  1.7  million  have  lost  t 
since  the  recession's  start  in  July.  B 
omists  also  expect  the  unemployij 
rate  to  rise  to  6.8%  in  May.  In  AprilJ 
rate  dipped  to  6.6%,  from  6.8%  in  mJ 

INSTALLMENT  CREDIT  

Friday,  June  7 

Consumers  probably  reduced  their 
loads  by  about  $500  million  in  April 
the  MMS  economists.  That's  suggeste 
declines  in  new-car  sales  and  other  I 
buying,  as  well  as  a  drop  in  peri 
bank  loans.  The  expected  April  d 
would  be  the  fifth  consecutive  dr« 
installment  credit,  as  households 
put  their  finances  in  better  shapi 
March,  debt  fell  by  $931  million, 
financing  has  been  particularly  wef. 


nnovative  Business  Solutions 
b  Real  Business  Needs. 


1  don't  achieve  new  business  goals  by  looking  at  things  the  same 
way.  New  business  needs  demand  new  thinking.  Sharp  Thinking 
)ut  business  technology  that  works  the  way  you  work  today. 

Sharp  Thinking  created  the  first  high-resolution  VGA  notebook 
nputer  small  enough  to  fit  in  your  briefcase,  the  powerful  Wizard 
ictronic  Organizer,  the  world's  first  desktop  full-color  fax  and  the 
h-performance  Masters  Series  Gopier/Duplicator. 

Creating  high-quality  products  that  meet  your  needs  made 
irp  copiers  number  one  in  customer  satisfaction.  And  made  Sharp 
number  one  selling  fax  brand  in  America. 

Sharp  Thinking.  It's  built  into  hundreds  of  innovative  Sharp 
ducts.  It's  behind  our  comprehensive  dealer  programs  that 
vide  your  business  with  total  service  and  support  long  after  your 
chase.  And  now  the  Sharp  National  Account  Program  (SNAP) 
!rs  the  same  benefits  to  large  businesses. 

To  learn  what  Sharp  Thinking  can  do  for  your  business, 
1-800-BE  SHARP 


Sharp  Electronics  Corporation 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTSI 


s 
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THE  CHOLESTEROL  IS 
IN  THE  FIRE  NOW 

FOOD  COMPANIES  ARE  SCRAMBLING  TO  REIN  IN  THEIR  HEALTH  CLAIMS 


6Kl 


ob  Harris,  president  of  GFA 
Brands  Inc.,  has  been  in  his  crisis- 
management  mode  ever  since  the 
U.  S.  Food  &  Drug  Administration  chal- 
lenged the  health  claims  that  his  tiny, 
family-owned  company,  based  in  Cress- 
kill,  N.  J.,  makes  for  its  products.  Harris 
quickly  capitulated  to  most  of  the  fda's 
demands,  agreeing  to  stop  saying  GFA's 
oils,  cheese  substitutes,  and  corn  oil 
spread  contain  "no  cholesterol"  and  are 
"lowest  in  saturated  fat." 

But,  he  pleaded,  couldn't  GFA  continue 
to  use  the  Heart  Beat  trademark  under 
which  it  sells  most  of  its  foods?  It  has 
spent  some  $10  million  over  three  years 
building  up  the  name.  On  May  24, 
the  FDA  sent  its  regrets:  No 
dice,  Mr.  Harris.  Heart 
Beat  goes,  or  the 
agency  may  start  seiz- 
ing gfa's  products.  Har 
ris  is  thinking  of  suing 
the  FDA. 

HEART  TROUBLE.  All  of  a  sudden, 
the  FDA  has  new  teeth,  and  Har- 
ris isn't  the  only  one  feeling 
the  bite.  In  a  widening  crack- 
down   on    food  industry 
claims,  the  FDA  is  spotlight- 
ing a  dirty  little  secret:  The 
benefits  extolled  on  many 
food  packages  are  less 
than  meet  the  eye.  In  a 
matter  of  weeks,  the 
FDA  and  other  regula- 
tory agencies  are  wip- 
ing away  the  laissez- 
faire  food  labeling  of  the 
1980s  and  demanding  far 
more  exactitude  in  what 
is   stated — or  even  im- 
plied— on  food  packages. 
For  instance,  the  fda  thinks 
the  Heart  Beat  trademark 
goes  too  far  in  implying  that 
gfa's  foods  have  special  ad- 
vantages for  the  heart  and 
one's  overall  health. 

A  fev/  food  makers,  in  par- 
ticular Kellogg  Co.  and 


Quaker  Oats  Co.,  are  trying  to  avoid 
changing  the  health  claims  on  som.e  of 
their  cereals,  arguing  that  scientific 
studies  back  up  their  assertions.  But 
even  before  the  fda  spells  out  the  new 
rules,  many  companies  are  rushing  to 
change  labels  to  comply  with  expected 
tougher  tests  for  claims  such  as  "low  in 
sodium"  and  "high  fiber."  Says  David  A. 
Kessler,  the  40-year-old  physician-lawyer 
who  took  the  fda's  helm  in  February: 
"Our  phones  are  ringing  off  the  hook" 
with  calls  from  companies  looking  to 
preempt  FDA  action. 
Already,  Procter  &  Gamble  Co.  has 
stopped  calling  its  made-from-con- 


sie,  i 


centrate    Citrus    Hill    orange  ji 
"fresh."  Unilever  is  removing 
"fresh"  claim  from  the  label  of  its  R 
prepared  pasta  sauce,  and  Nestle 
Kraft  are  voluntarily  doing  the  s: 
with  their  sauces.  Campbell  Soup 
however,  can  keep  the  "Prego  Spagl| 
Sauce  Made  with  Fresh  Mushrooms' 
bel  on  one  of  its  sauces.  On  May  23,] 
FDA  visited  Campbell's  Paris  (Tex. 
and  determined  that,  yes,  the  mi 
rooms  are  fresh. 

The  screws  will  tighten  further 
the  next  few  months.  The  FDA  and 
Agriculture  Dept.  are  thrashing  out ' 
nitions  for  such  vague,  overused, 


WHAT 
THE  FDA  IS 
EYEING: 
A  SAMPLER 

The  first  round  of 
the  FDA 's  enforce- 
ment actions  is 
over.  Here's  what 
Round  Two  may 
feature 


ANHEUSER-BUSCH 

Eagle  potato  chips 

BORDEN 

Jays  and  Krunchers 
potato  chips 


The  chips  contain  no  c\ 
but  that  sure  doesn't  m 
free.  The  FDA  wants  to 
sure  that  consumers  re< 
cholesterol  appears  on 
animal  fat  and  that  oth 
of  fat  can  be  harmful 


KEEBLER 

French  Vanilla  Cremes, 
other  cookies 


The  package  boasts  ofl 
cholesterol/  but  what  ( 


saturated  fat? 


Tibly  helpful  terms  as  "natural," 
"  and  "no  cholesterol."  And  for 
st  time,  the  FDA  will  define  aver- 
;rving  sizes  to  be  used  in  label- 
)  categories  of  food.  Before,  indus- 
t  the  sizes  and,  consumer  advo- 
;harge,  simply  listed  smaller  por- 
0  yield  lower  calorie  or  cholesterol 

TY.  Meanwhile,  Kessler  is  trying 
itch  what  he  sees  as  the  most 
;rated  claims  off  food  labels.  Hav- 
d  down  the  law  on  claims  of  "no 
;eror'  in  vegetable  oils,  he  gave 
rine  makers  such  as  Kraft,  Uni- 
and  Land  0'  Lakes  a  message  in 
ay.  Either  remove  the  "no-choles- 
claims  from  your  packages,  the 
rdered — or,  using  equally  large 
dd  the  amount  of  fat  per  serving, 
gh  technically  correct,  the  "no- 
:eror'  claim  is  misleading  for  oils, 
rine,  and  other  fatty  foods,  the 
•gues.  That's  because  consumers 

0  assume,  incorrectly,  that  the 
ire  low  in  fat,  too.  Cholesterol  is 
t  only  in  animal  fat. 
margarine  industry  hopes  for  a 
)mise.  It  claims  its  product  is 
er  than  butter  and  that  the  rule 

remove  its  chief  selling  point, 
r  doesn't  have  to  do  this,"  gripes 
B.  Morris,  of  the  National  Asso- 
of  Margarine  Manufacturers. 

1  in  line  for  criticism  may  be  Bor- 


THE  FDA  LAB:  KESSLER  (LEFT)  WANTS  PRECISE 
DEFINITIONS  FOR  SUCH  TERMS  AS  "LIGHT" 


S.  GAMBLE 

es  cake  mixes 

lAILLS 

er  cake  mixes 


These  cakes  might  be  'no 
cholesterol' — but  that  all  depends 
on  the  ingredients  you  add 


den,  the  Keebler  unit  of  Britain's  United 
Biscuits,  Anheuser-Busch,  and  other 
makers  of  potato  chips,  cookies,  and 
crackers  (table).  Many  such  companies 
have  products  that  are  by  no  means  low- 
fat  but  prominently  make  the  "no  cho- 
lesterol" claim. 

Complying  with  the 
new  regulations  will  be  a 


RAY 

uice  Cocktail 


The  FDA  will  soon  require 
juicemokers  to  disclose  fruit-juice 
content.  Ocean  Spray  soys  it 
wonts  nutritional  content  listed 
with  juice  content 


4ERAL 


garine 


y 


The  FDA  says  if  Kraft  and  other 
margarine  makers  want  to  moke 
no-cholesterol  claims,  they'll  also 
have  to  talk  about  the  amount  of 
fat  their  products  contain 


headache.  For  instance,  the  FDA  by  June 
15  will  propose  rules  for  how  fruit-juice 
makers  should  list  juice  content  on  la- 
bels. The  companies  have  only  until  Nov. 
8  to  comply.  That's  "going  to  be  a  very 
difficult  timetable,"  says  Thomas  E. 
Bullock,  a  vice-president  of  Ocean  Spray 
Cranberries  Inc.  His  problem:  The  Midd- 
leboro  (Mass.)  cooperative  needs  about 
five  months  to  redesign  and  distribute 
new  labels. 

Another  problem  for  food  companies 
is  that  the  government  is  sending  mixed 
signals.  As  the  Agriculture  Dept.  over- 
hauls its  labeling  rules  for  meat  prod- 
ucts, it  may  come  into  conflict  with  fda 
rules.  Pity  the  pizza  maker:  Packaging 
of  plain  cheese  pies  is  regulated  by  the 
FDA,  while  pepperoni  comes  under  the 
Agriculture  Dept.'s  purview. 
STATE  SLANDER?  Next  may  come  a 
crackdown  on  ad  claims,  which  are  regu- 
lated by  the  Federal  Trade  Commission. 
Representatives  John  Joseph  Moakley 
(D-Mass.)  and  Henry  A.  Waxman  (D- 
Calif.)  recently  introduced  a  bill  to  force 
the  FTC  to  ensure  that  food  ads  comply 
with  FDA  standards.  Otherwise,  says  a 
Waxman  aide,  "we'll  have  the  crazy  situ- 
ation where  a  company  can  make  claims 
on  TV  that  it  can't  put  on  food  labels." 

On  top  of  all  that,  in  the  past  few 
years,  Illinois,  Iowa,  and  other  states 
have  aggressively  pursued  deceptive 
food  labels  and  advertising.  Texas,  for 
one,  has  virtually  embargoed  Kellogg's 
psyllium-based  Heartwise  cereal  after 
accusing  the  company  of  promoting  the 
supposedly  cholesterol-reducing 
cereal  as  a  drug.  Kellogg  has 
responded  with  a  slander  suit 
against  the  state. 

All  this  adds  up  to  a 
new  post-1980s  regula- 
tory era  for  food 
makers.  "A  com- 
pany   has   to  be 
half-witted  or 
foolish  or  delib- 
erately crooked 
to  make  health 
claims  right 
now,"  says  Tex- 
as  Assistant  At- 
torney General  Ste- 
phen   H.  Gardner. 
Gradually,  the  new 
rules  will  become 
clearer  and  compa- 
nies whose  prod- 
ucts  have  legiti- 
health  advantages 
will  be  able  to  say  so.  But 
from  now  on,  companies 
that  stretch  the  truth  may 
have  to  eat  their  words. 
By  Lois  Therrien  in  Chicago 
and  John  Carey  in  Washington,  with 
Joseph  Weber  in  Philadelphia  and  bureau 
reports 


THE  ECONOMY 


HOW  TO  PLAY 
'SPOT  THE  TREND' 


Don't  strain  your  eyes.  Here's  what  to  watch  for— and  what  to  ignore 


JOBLESS  CLAIMS 
HAVE  EASED... 

560 


SO  you  think  the  recovery  is  here? 
The  latest  round  of  economic  in- 
dicators, poking  crocus-like 
through  the  blizzard  of  downbeat  eco- 
nomic statistics,  suggests  that  the  reces- 
sion's end  is  in  sight.  Factory  orders  for 
durable  goods  such  as  electrical  generat- 
ing gear  rose  by  2.97'^  in  April,  their  first 
uptick  since  December.  Housing  mar- 
kets across  the  coun- 
try are  slowly  com- 
ing back  to  life.  And 
outplacement  firms 
report  that  out-of- 
work  managers  and 
professionals  need 
less  time  to  find  new 
jobs. 

All  that's  encour- 
aging, but  not  entire- 
ly persuasive.  In  al- 
most every  postwar 
recession,  a  spate 
of  upbeat  economic 
numbers  has  hinted 
at  a  recovery  that 
came  only  after  the 
economy  first  slid 
back  into  the  soup. 
Which  brings  us  to 
some  numbers  that 
argue  against  an 
imminent  rebound: 
Consumer  confi- 
dence sagged  in 
May  for  the  second 
straight  month,  and 
machine-tool  orders 
for  April  dropped  by 
5.3%'.  No  wonder 
many  forecasters 
plan  to  keep  mum 
for  the  next  several 
weeks  while  they 
await  the  economic 
data  for  May  to 
trickle  in. 

SIGNS.  What  they're 
hoping  to  see  are 
further  indications  that  a  recovery  is 
uiking  hold.  According  to  the  most  re- 
cent survey  by  the  National  Association 
of  Business  Economists,  most  predic- 
tions .still  call  for  the  recession  to  end  by 
early  summer.  If  so,  that  would  make  it 
about  as  long  as  the  average  postwar 
downturn.  But  a  series  of  unexpectedly 
bad  economic  reports  could  lend  support 


to  the  pessimists  who  believe  that  the 
recovery  won't  show  up  until  the  third 
quarter,  while  some  upbeat  numbers 
would  lead  many  economists  to  conclude 
that  perhaps  the  recovery  has  started 
already. 

But  if  you're  a  do-it-yourselfer,  there's 
no  need  to  wait  for  the  professionals  to 
read  the  signs  for  you.  With  the  handy 


SIGNS  OF  A  RECOVERY? 


ifitiea 


DATA:  WBOR  DEPT.,  FEOERAt  RESERVE 


guidebook  that  follows,  you  can  play  the 
at-home  version  of  Spot  the  Trend. 
You'll  know  what  to  watch — and  what  to 
look  past — as  you  scan  the  horizon  for 
signs  of  a  real  recovery. 

The  best  gauge  of  the  recovery's 
progress,  say  many  forecasters,  is  the 
number  of  initial  claims  for  unemploy- 
ment insurance,  one  of  the  few  economic 


statistics  reported  weekly.  It  tells  jidii 
when  the  pace  of  corporate  layofj[.i8 
starting  to  slow.  When  it  does,  youj 
expect  worried  consumers  to  crawl' 
of  their  bunkers  and  start  spen 
again — and  that's  essential,  because 
sonal  consumption  expenditures  are 
thirds  of  gross  national  product. 

Since  their  peak  in  mid-March, 
number  of  claims  has  dropped  by 
(chart).  That's  "the  single  most  en 
aging  sign  that  the  recovery  has  alri 
begun,"  says  Giulio  Martini,  an  ec] 
mist  at  Sanford  C.  Bernstein  &  G 
New  York  brokerage  firm.  Still,  w 
claims  have  hovered  around  450,00' 
almost  a  month,  and  they  may  ha 
fall  to  around  400,000  before  most  e 
mists  will  venture  to  say  the  eco: 
has  turned  the 
ner  for  good.  Toi 
a  drop,  though, 
lead  these 
soothsayers  to 
that  inflation] 
about  to  heat  u; 
HOW  MUCH?  Nu 
fanciers  will  als' 
closely  watc 
May's  payroll 
ployment  fi 
which  the  Bure: 
Labor  Statistics 
issue  on  June  7| 
most  everyone] 
pects  the  numb 
jobs   to  fall, 
question  is,  by 
much?   A  modi 
fall  in  May  of 
100,000  or  less  w| 
put  the  econom] 
track  for  a  slo 
covery.  Howeve 
drop  in  employi 
of  200,000  or 
will  kill  the 
mism,"  says  Jo' 
Silvia,  chief 
mist  at  Kempei] 
nancial  Services: 
Remember:  Ev 
drop  in  payroll 
ployment  can 
bullish,  as  lon{| 
the  number  is  s 
For  example,  ir^-Seri 
cember,  1982, 
first  month  afte: 
1981-82  recession  ended,  employ 
still  fell— but  by  only  27,000. 

If  the  economy  truly  is  reviving,  1 
should  be  no  better  place  to  spot  it 
at  the  nation's  factories,  where  pn 
tion  should  give  some  clear  sign 
picking  up.  The  best  way  of  trac 
growth  on  a  monthly  basis  is  stil 
Federal  Reserve's  index  of  indui 
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,  wliich  next  conu's  out  on  June  14 
Historically,  that  index  jumps 
1  only  when  a  recession  is  about 
,  so  a  big  rise  in  May's  number 
signal  recovery. 

,L.  An  upturn  in  factory  orders 
also  send  a  reassuring  signal.  But 
ler  numbers  can  be  very  erratic, 
lown  month  is  not  impossible  even 
•ecovery  has  begun.  If  the  overall 
r  does  fall  one  month,  take  heart 
component,  orders  for  consumer 
is  up,  since  that  means  workers 
loney  to  spend  again.  And  don't 
too  much  if  demand  for  such  capi- 
ids  as  industrial  equipment  seems 
That's  perfectly  normal.  When  a 
on  ends,  notes  Anthony  J.  Vigno- 


la,  chief  economist  at  Kidder  Peal)ody  & 
Co.,  "businesses  have  lots  of  excess  ca- 
pacity and  no  need  to  upgrade." 

One  statistic  to  ignore,  according  to 
most  economists,  is  the  monthly  figure 
for  retail  sales,  which  is  revised  so  much 
that  the  initial  report  from  the  Com- 
merce Dept.  is  almost  useless.  Nor  need 
you  be  too  concerned  by  the  bulletin  that 
comes  out  every  10  days  on  how  many 
cars  and  trucks  have  been  sold.  Once, 
that  gave  a  good  sense  of  where  the 
economy  was  going,  but  now  it's  as  like- 
ly as  not  to  be  misleading.  The  motor- 
vehicle  industry  is  no  longer  so  impor- 
tant to  the  whole  economy — falling  from 
57f  of  the  gross  national  product  in  1978 
to  only  3.5%  today — so  continued  weak- 


ness in  auto  sales  need  not  be  such  bad 
news  overall.  Says  Martini:  "When  you 
start  employing  people,  they  don't  run 
out  and  start  buying  cars." 

There's  one  thing  the  numbers  can't 
tell  you:  how  strong  the  recovery  is  go- 
ing to  be.  Coming  out  of  almost  every 
recession,  including  the  last  one,  most 
economists  tend  to  predict  an  anemic  re- 
covery. "We  failed  to  see  the  lead  loco- 
motive engine  each  time,"  says  Jerry  L. 
Jordan,  chief  economist  at  First  Inter- 
state Bancorp  in  Los  Angeles.  "We  think 
about  the  constraints  in  the  economy. 
What  we  can't  identify  are  the  opportu- 
nities." No  wonder  economists  are  called 
practitioners  of  the  dismal  science. 

By  Michael  J.  Mandel  \n  Neiv  York 


Commentary/by  Paul  Magnusson 


tITICAL  TECHNOIOGY:  A  NEW  WAY  TO  SAY  'INDUSTRIAL  POLICY' 


I  Jf  ashington  is  a  city  of  lists. 
wB  Campaign  contributor  lists. 
wm  Congressional  seniority  lists, 
i  B  lists  for  power-party  givers. 

there's  a  new  kind  of  list  in 
ington,  and  business  is  clamoring 
^n  on.  What's  this  roll  of  honor? 
'critical  technologies  list." 
i  what  an  honor  it  is  to  make  one 
?  half-dozen  or  so  techno-lists  cir- 
ng  in  Washington.  Inclusion 
an  industry  in  the  vanguard 
le  nation's  fight  for  global 
stitiveness.  More  important, 
ts  at  an  official  cachet  that 
:  carry  with  it  special  govern- 

help.   What  CEO  wouldn't 

his  product  designated  as 
:al"  to  the  nation's  very  well- 
?  Besides,  where's  the  harm? 
lite  House  Chief  of  Staff  John 
ununu,  fervent  foe  of  any- 
that  smacks  of  industrial  pol- 
Kinks  he  knows.  Critical  tech- 
ies  lists  "are  an  effort  to 
;  winners  and  losers,"  Sununu 
lained  recently.  "The  last 

in  the  world  you  want  is  ei- 
bureaucrats  or  a  commission 
ing  with  [other]  bureaucrats 
intify  the  winners  and  losers 
le  marketplace." 

T.  Several  bills  wending  their  way 
gh  Congress  illustrate  his  point, 
the  Critical  Technologies  Act  of 
comes  from  Sununu's  fellow  Re- 
:an,  Representative  Ralph  S.  Reg- 
f  Ohio.  Regula's  bill  is  a  gift  to 
producers  of  the  components 
in  machine  tools — steel,  gears, 
ngs,  semiconductors,  fasteners, 
'are,  and  so  on.  Pestered  by  for- 
competition,  they  could  present 


bailout  requests  to  a  panel  composed 
of  officials  of  the  Commerce,  Defense, 
Energy,  and  Labor  Depts. 

Foreign  investors  or  exporters  that 
"impair  or  threaten  to  impair"  U.  S. 
producers  listed  as  critical  to  machine- 
tool  manufacturing  would  face  an  ar- 
ray of  sanctions,  even  without  a  find- 
ing of  unfair  trading  practices.  Success 
is  sin  enough.  Once  the  foreign  produc- 


er is  identified  and  the  interagency 
task  force  makes  its  recommendation, 
the  President  must  act  within  60  days. 
He  could  negotiate  a  quota  with  the 
offendmg  nation.  Or  he  could  propose 
legislation  slapping  a  tariff  on  the  im- 
port or  granting  an  antitrust  exemp- 
tion to  the  affected  U.  S.  industry. 

If  the  President  goes  the  legislative 
route,  his  proposal  would  whisk 
through  Congress  under  a  "fast  track" 
procedure  that  would  ensure  a  quick 


up-or-down  vote  with  no  amendments 
allowed.  A  "private  industry"  council 
would  advise  the  government  all  along 
the  way. 

Not  everyone  who  would  be  protect- 
ed from  foreign  competition  is  giddy  at 
the  prospect  of  such  business-risk  in- 
surance. "We  would  prefer  to  see  for- 
eign markets  open  rather  than  to  close 
the  U.  S.,"  says  Thomas  G.  Beermann, 
spokesman  for  the  Semiconductor 
Industry  Assn.  The  steel  industry 
is  still  studying  the  Regula  mea- 
sure, although  a  spokesman  says, 
"we  warmly  endorse  the  concept" 
of  maintaining  U.  S.  technological 
prowess. 

In  fact,  the  issue  merits  atten- 
tion, and  some  government  ac- 
tion— on  the  positive  side — is  quiet- 
ly under  way,  even  in  the  White 
House.  The  Commerce  Dept.  re- 
cently distributed  $9  million  in 
grants  to  a  list  of  11  research  and 
development  programs  under  its 
new  Advanced  Technology  Pro- 
gram. Some  of  those  winners  also 
appear  on  a  "National  Critical 
Technologies"  list  from  the  Presi- 
dent's Office  of  Science  &  Technol- 
ogy Policy.  The  Commerce  and  De- 
fense Depts.  both  maintain  their  own 
critical  technology  lists.  The  Regula 
bill,  though,  epitomizes  listmaking  run 
amok. 

That's  precisely  Sununu's  point.  The 
capital's  listomania  may  seem  innocent 
enough,  even  praiseworthy,  when  its 
goal  is  to  stimulate  debate,  research, 
and  investment.  But  when  it  comes  to 
doling  out  trade  protection  under  the 
guise  of  advancing  U.  S.  competitive- 
ness, government  has  gone  too  far. 


STRATEGIES  I 


OM  GOULD  PUT  THE  BIOOM 
BACK  ON  BIOOMIE'S? 


Giorgio's  ex-chief  must  restore  the  struggling  chain's  chic  image 


It  was  a  mecca  for  fashion  in 
one  of  the  world's  fashion 
capitals.  So  no  one  was  sur- 
prised when  Queen  Elizabeth 
II,  on  her  1976  bicentennial 
tour,  chose  Bloomingdale's  as 
the  U.  S.  store  she  would  visit. 

How  times  have  changed. 
The  Queen  didn't  drop  by  on 
her  recent  tour,  confirming 
Seventh  Avenue's  view  that 
Bloomingdale's  has  lost  its  pa- 
nache. Lately,  Bloomie's  has 
suffered  more  than  just  a  blow 
to  its  corporate  ego;  Revenues 
have  been  stalled  since  1988,  at 
around  $1.2  billion,  while  mar- 
gins have  narrowed,  from 
10.5%  that  year  to  5.4%  in  1990 
(chart).  Inevitably,  that  has  tak- 
en a  toll  on  operating  profits. 
Bloomie's  parent,  Federated 
Department  Stores  Inc.,  is 
mired  in  Chapter  11,  three 
years  after  a  takeover  by  Canada's  Rob- 
ert Campeau.  To  top  it  all.  Chief  Execu- 
tive Marvin  S.  Traub  is  retiring  from  the 
store  whose  once-lustrous  image  he  cre- 
ated. Now,  it's  up  to  his  successor,  Mi- 
chael Gould,  the  garrulous  chief  execu- 
tive of  perfumer  Giorgio  Beverly  Hills, 
to  put  the  glitz  back  into  Bloomie's. 
MAGIC  IS  GONE.  Traub  used  carefully  se- 
lected merchandise,  hot  young  design- 
ers, and  spectacular  promotions  to  turn 
a  drab  store  into  a  national  trendsetter. 
But  today,  many  analysts  and  shoppers 
say  the  magic  is  gone.  "Traub  did  a 
superb  job  of  creating  theater  and  ex- 
citement," says  Kurt  Barnard,  a  retail 


GOULD:  LOTS  OF 
DISGRUNTLED 
CUSTOMERS 
TO  CODDLE 


retail  consultant.  "Now,  there  are, 
Gap  outlets  and  eight  Limited-ow| 
stores  competing  with  Bloomie's." 

Bloomingdale's  isn't  the  only  s 
challenged  by  hungry  specialty  chsj 
Earnings  at  J.  C.  Penney  and  May 
partment  Stores  are  off,  and  R.  H 
reported  a  surprise  $101  million  loss 
the  third  quarter — its  worst  per' 
mance  in  three  years  (box).ji'i 

STREET  SMARTS.  But  Blooml 

dale's  may  be  hit  hardestbj 
new  Manhattan  depart 
stores:  In  September,  Gale] 
Lafayette  of  Paris  will  op- 
branch.  And  by  early  1993 
upscale  department  store 
neys  New  York  will  h 
moved  its  women's  store 
town.  Both  will  open  up 
blocks  from  Bloomie's. 

Gould,  48,  says  he  reli, 
the  challenge.  He  comes  frc 
line  of  academics — his  gran 
ther  was  a  Talmudic  sch( 
and  his  father  is 
chemistry  profei 
But  GouL 
known 


r street  f  i 


consultant.  "Now,  Blooming 
dale's  is  little  more  than  just 
another  store." 

Harking  back  to  Traub's 
formula  won't  work  for 
Gould.  For  one  thing,  "the 
excesses  of  the  Eighties 
are  over,"  says  Jerome  A. 
Chazen,  chief  executive  of 
Liz  Claiborne  Inc.,  a  Blooming 
dale's  supplier.  "Some  of  the  people  used 
to  buying  at  Bloomingdale's  are  going  to 
be  a  little  more  careful  with  purchases." 
And  competition  is  tough.  "In  1980, 
there  were  two  Gap  stores  in  Manhattan 
and  no  Limiteds,"  says  Alan  Millstein,  a 


er. 

chief  ex 
tive  of  R( 
son's,  he  n 
over  the 
guishing 
into  one  wi 
fashion  ei 
Moving  to  ( 
gio  in  1986,  h 
vived  its  stag 
ing  sales 
hardball  tac 
Cosmetics  cor 
tant  Allan  Mo 
says  that  when  BL 
ingdale's  moved  the  Giorgio  count( 
its  New  York  store  to  a  poor  posi 
Gould  retaliated  by  launching  Gic 
Red  at  Saks  Fifth  Avenue  and  Mae 
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MACY'S:  BAD 
NEWS,  BRAVE  TALK 


The  mood  was  festive  at  a  lavish 
black-tie  party  on  May  21  for 
Macy's  major  suppliers.  While  sing- 
er Melissa  Manchester  crooned  and  the 
Peter  Duchin  Orchestra  played,  CEO  Ed- 
ward S.  Finkelstein  told  his  400  guests 
that  the  worst  was  over  for  his  troubled 
retail  chain.  He  even  pledged  to  build 
sales  to  $10.5  billion  by  1996,  from  fiscal 
1990's  $7.3  billion. 
What  Finkelstein  didn't  tell  his  guests 


was  that  just  seven  days  later,  the  chain 
would  disclose  a  $101  million  net  loss  for 
the  April  quarter.  That's  R.  H.  Macy  & 
Co.'s  worst  quarterly  showing  in  three 
years.  Operating  profits  plummeted  89%, 
to  $10  million,  on  sales  that  fell  7%,  to 
$1.4  billion.  Much  of  the  loss  stemmed 
from  an  extra  $30  million  spent  on  new 
technology  and  a  TV-heavy  ad  blitz.  Fin- 
kelstein told  BUSINESS  WEEK:  "It  was  a 
quarter  without  much  redemption." 

That  doesn't  mean  he's  no  longer  talk- 
ing turnaround.  Finkelstein  predicts  that 
in  August,  Macy's  sales  will  begin  to 
grow  5%c  to  10%.  Some  outsiders  agree. 
"This  quarter's  gross  margins  were  only 


slightly  worse  than  last  year' 
J.  P.  Morgan  Securities  Inc.  an 
chael  Cha.  "Since  February  an 
were  really  awful  retailing  mc 
performance  wasn't  that  bad." 

Others  on  Seventh  Avenue 
Street  aren't  optimistic — par 
since  many  of  Macy's  stores  a: 
Northeast,  where  recession-we 
sumers  aren't  spending.  "Ma 
been  very  upbeat,  but  they're  nc 
anybody,"  says  Barbara  Wedels 
analyst  at  Chicago's  Duff  &  Phi 
Investment  Research  Co.  "If  rei 
tinue  to  come  in  below  exp< 
they're  going  to  lose  their  ere 


ma) 


I  that  he's  running  Blooming- 
Gould  will  have  to  coddle  his  cus- 
;.  Even  at  the  flagship  59th  Street 
with  some  $400  million  in  annual 
les,  many  shoppers  are  disgrun- 
Sfou  can  never  find  a  salesperson," 
lins  Rebecca  Brody,  26. 
branches  need  help,  too.  In  the 
;ast,  rival  Nordstrom  Inc.  is  com- 
i  strong.  "At  almost  every  cash 
T,  Nordstrom  has  signs  that  say, 
ill  not  be  undersold  for  everyday 
'  "  says  Barbara  Wedelstaedt,  a 
&  Phelps/MCM  Investment  Re- 
Co.  analyst.  "Nordstrom  recog- 
that  consumers  are  watching 
more  closely.  Bloomingdale's 
recognized  that  too  well." 
ASIC  The  Stamford  (Conn.)  and 
stores  have  already  closed.  And 
,  strong  start,  the  Chicago  store  is 
ainst  stiff  opposition  from  Saks 
!al  favorite  Marshall  Field.  Branch 
complain  that  New  York  buyers 
;ulate  what  shoppers  elsewhere 
'When  you  think  about  Blooming- 
you  think  about  New  York,  and 
hicago  customer  who  comes  to 
ingdale's  comes  for  high  fashion 
velty,"  says  a  Chicago  store  exec- 
"The  buyers  buy  things  that  are 
0  basic  and  Midwestern." 
lb  notes  that  Bloomingdale's  re- 
a  blue-chip  retailer,  yet  he  admits 
ederated's  tumble  into  Chapter  11 
reed  him  to  defer  certain  renova- 
'Our  program  of  growth  obvious- 
to  go  on  hold,"  he  says.  There  is 
^ood  news:  The  flagship  store  will 
be  upgraded,  and  tighter  inven- 
)ntrols  should  lead  to  wider  profit 
is. 

id  also  stresses  the  branch  stores' 
tance.  "It  can't  be  just  59th 
"  he  says.  "The  branches  have  to 
;he  same  excitement  and  maybe 
greater  customer  service  than  the 
ip,  because  they're  competing 
t  hometown  stores."  Gould  will 
o  restore  that  excitement  before 
call  himself  a  merchant  prince. 
By  Laura  Zinn  in  Neiv  York 


lalysts  suspect  that  Finkelstein's 
tter  may  simply  be  an  effort  to 
ay  for  a  public  offering  or  a  sale 
the  company.  "Macy's  needs  an 
$100  million  to  $150  million  in 
:onvertible  debt  by  1993  to  stay 
ys  Frederick  Taylor,  an  analyst 
I  Brothers  Inc.  "'That  could  come 
•lie  offering  or  a  spin-off  of  Bull- 
cy's  California  chain, 
nkelstein  won't  comment  on  that, 
.  in  the  past  that  he's  considering 
fering.  If  that's  really  what's  up 
he'll  need  to  do  a  lot  more  than 
i  parties  to  sign  up  investors. 
By  Laura  Zinn  in  New  York 


LEGAL  AFFAIRS  I 


A  VOTE  AT  THE  U.N. 

DOESN'T  MEAN  A  CHECK  IN  THE  HAND 


For  U.S.  companies,  squeezing  Iraq  for  damages  may  be  slow  and  costly 


THE  LINE 
STARTS  FORMING 

Some  U.  S.  companies  with  po- 
tential war  claims  against  Iraq: 

HALLIBURTON  AND 
SUBSIDIARIES: 

►  Brown  &  Root 

►  Halliburton  Geophysical 
Services 

►  Otis  Engineering 

HARDEE'S  FOOD  SYSTEMS 

in  AND  SUBSIDIARY: 

►  Sheraton  Hotels 

PARSONS  AND  SUBSIDIARY: 

►  De  Leuw,  Gather  Int'l 

SANTA  FE  INTERNATIONAL 

TEXACO  

UNITED  TECHNOLOGIES  AND 
SUBSIDIARIES: 

►  Carrier  International 

►  Pratt  &  Whitney 

►  Otis  Elevator 

DATA;  COMMERCE  DEPT.,  COMPANY  REPORTS 


ITT  SHERATON  LOST  A  MANAGEMENT  CONTRACT 


Leaving  Kuwait  City  in  December 
after  four  months  in  hiding,  Hugh 
M.  Hardaway  rode  past  the  section 
of  Ring  Road  6  where  he  had  overseen 
construction  for  De  Leuw,  Cather  Inter- 
national Inc.  The  highway,  three  months 
short  of  completion,  remained  just  as 
he'd  left  it  before  the  Iraqi  army  invaded 
on  Aug.  2,  Hardaway  recalls.  But  it  was 
a  rare  exception:  "The  Iraqis  stole  every- 
thing they  could  pick  up,"  says  the  Wil- 
mington (N.  C.)  engineer,  whose  Kuwait 
City  apartment  was  looted.  "If  they 
could  pick  up  those  bridges,  they'd  have 
stolen  them,  too." 

The  U.  N.,  which  vowed  to  make  the 
invaders  pay  for  the  damage  they 
wrought,  has  started  to  squeeze  Iraq. 
On  May  20,  the  U.  N.  Security  Council 
set  up  the  U.  N.  Compensation  Fund  and 
endorsed  a  complicated  procedure  for 
weighing  an  expected  100,000  claims 
from  around  the  world.  But  there's  a 
long  gap  between  a  vote  at  the  U.  N. 
and  a  check  in  the  hand  of  the  hundreds 
of  Americans  who  were  held  as  Saddam 
Hussein's  "guests"  or  for  the  dozens  of 
U.  S.  companies  that  lost  millions  of  dol- 
lars in  contracts  to  the  six-month-long 


conflict.  As  Hardaway  puts  it,  "I  won't 
spend  the  money  until  I've  got  it." 

U.  S.  claimants  start  out  with  two 
strikes  against  them.  The  compensation 
fund  is  supposed  to  be  filled  from  a 
U.  N.  tax  on  Iraq's  oil  revenues.  But 
under  sanctions  backed  by  the  U.  S., 
Iraq  still  can't  sell  any  oil.  And  once  oil 
starts  to  flow,  funds  will  be  slow  in  com- 
ing: Even  a  stiff  257^  tax  rate  would  net 
only  $4  billion  a  year — not  much  com- 
pared with  the  $100  billion  in  anticipated 
claims. 

HUMANITARIAN.  Second,  the  complicated 
claims  procedure  is  stacked  in  favor  of 
Kuwait — expected  to  present  a  bill  for 
$60  billion — and  of  the  thousands  of  dis- 
possessed Third  World  guest  workers 
who  fled  the  invasion.  The  U.  N.'s  deci- 
sion to  handle  such  workers'  claims  as, 
in  effect,  class  actions  is  both  humani- 
tarian and  practical:  "You  couldn't  finish 
in  25  lifetimes  if  you  had  to  hear  all 
those  claims  in  a  multinational  tribunal," 
says  Washington  lawyer  Charles  N. 
Brower.  But  it  leaves  Westerners  at  the 
end  of  the  queue. 

Fortunately  for  U.  S.  companies, 
losses  suffered  in  Kuwait  weren't  crip- 


Free  price  comparison  to  prove  that  you  can 

Save  up  to  $S00  a  year 
on  life  insurance 

without  ever  talking  to  a  salesm?  n. 


NO  matter  what  type  of  life 
insurance  you  have,  chances  are  Esood 
you  can  save  hundreds  each  year 
over  what  you're  paying  now.  Read 
how  easy  it  is  to  get  Americas 
top-rated  insurance  companies  to  bid 
their  absolute  lowest  price  for 
your  business. 

YouVe  probably  paying 
two  or  three  times  as 
much  as  you  have  to  for 
life  insurance  coverage. 

Most  people  pay  much  more  than 
they  have  to  for  life  insurance.  For 
example,  people  with  Term  Life  often 
pay  twice  as  much  as  necessary  for 
the  amount  of  coverage  they  have. 

Americans  top-rated 
insurance  companies 
will  bid  for 
>'our  business. 

Your  SelectQuote  Comparison  is 
completely  unbiased.  The  informa- 
tion you  give  us  on  the  coupon  below 
is  entered  in  our  computer  The 
companies  are  then  compared  for  the 
lowest  rates  on  yearly-renewable 
term  life  insurance.  The  best  prices 
are  included  in  your  SelectQuote 
Price  Comparison. 

All  companies  are  rated  A  or  A+ 
by  A.M.  Best,  Americas  leading 
evaluation  service  for  insurance 
companies. 

New  York  quotes  contain  only  Netc  York  licensed  com- 
fyanies   This  coi'erage  may  not  be  available  in  your  slate 
In  NY.  MN.  OK  TBA  SelectQuote  tr^urance  Ai>ency 


^SelectQuote  saved 
me  42%  on  my  life 
insurance  premiums, 
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"With  SelectQuote.  a  single  toll-free 
call  brought  me  all  the  information 
I  needed  And  now  I  save  almost  $300 
a  year" 

A.  Preston  Petty 
Retail  Consultant 

It^s  easy  to  compare 
and  shop  at  home  —  no 
salesperson  will  call. 

Your  SelectQuote  Rate  Comparison 
is  completely  free  and  gives  you 
everything  you  need  to  choose  the 
best  insurance  value.  If  you  have 
questions,  or  want  to  order  insurance 
by  phone,  call  us.  Our  highly-skilled 
representatives  will  assist  you. 

But  there  is  no  obligation  to  buy. 
And  we  have  no  salespeople  to  call 
you. 

Call  toll  free  today 

1-800  343-1985 
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□  YES! 

Rush  me,  without 
obligation,  my  free 
SelectQuote  Price 
Comparison  for: 

□  me  only 

□  me  and  my  spouse. 


Name 


Spouse's  Name 


Address 


Complete  before  mailing 

Amount  of  coverage  ($.S(1.(I0()  minimum) 

YOU 
$ 

SPOUSE 
$ 

Birth  Dale 

Sex 

□  M  OF 

□  M  OF 

Do  you  qualify  for  non-smokers  dlscounf 
( No  cigarettes  In  last  12  monttis) 

□  Yes  □  No 

□  Yes  DNo 

Coverage  Needed  By 

SelectQuote 

24HouRsy  INSURANCE  SERVICES     i-soo  343  1985 

140  Second  Street,  .San  Francisco,  CA  9410.'5 


pling  in  most  cases.  The  largest  cory 
rate  claimant  will  probably  be  Tex;b 
Inc.  (table,  page  39).  The  Iraqis  wij;d 
out  a  refinery  in  the  Saudi-Kuwait  Nt- 
tral  Zone,  and  some  of  its  400  oil 
are  still  burning  away. 

Unlike  Texaco,  however,  most  U| 
corporations  in  Kuwait  had  little  pro; 
ty  to  lose.  High-profile  outfits  such 
General  Motors,  IBM,  and  Boeing  opei^' 
ed  in  Kuwait  only  through  dealers 
technical  representatives.  Smaller  c< 
panics  that  designed  and  oversaw 
wait's  ambitious  public  works  consti 
tion  leased  most  of  their  gear  fr 
Kuwaitis.  "If  you  were  a  foreigner,  i 
really  couldn't  own  much  in  Kuwa 
says  Paul  D.  Frasier,  a  contract  admi: 
trator  for  Washington-based  engineer 
firm  De  Leuw  Gather,  which  estimate 
lost  about  $5  million  in  contract 
ments,  payroll  costs,  and  bank  accoui 
WELL-DONE  BURGERS.  Executives  at  I: 
dee's  Food  Systems  Inc.  in  Ro( 
Mount,  N.  G.,  winced  when  Iraqi  sold: 
converted  two  Hardee's  hamburj 
stands  to  gun  emplacements.  Both  w 
flattened  by  allied  bombs.  "Our  gii 
aim  was  great,"  says  Hardee's  Sei 
Vice-President  John  D.  Merritt.  But 
stands  were  owned  by  a  franchisee, 
Hardee's  sets  its  own  losses  at  ( 
about  $250,000  in  equipment  and  ft 
chise  payments.  Similarly,  ITT  Shera 
forfeited  only  a  management  contr 
when  its  Kuwait  City  hotel  was  loo 
and  burned. 

Some  American  companies  plan 
press  their  claims  hard.  Oil-field  conti 
tor  Halliburton  Co.  took  a  $29  mil 
charge  against  earnings  for  losses 
Iraq  and  Kuwait.  "We're  interested 
gaining  restitution,"   says  spokesn 
Guy  T.  Marcus.  But  the  largest  shan 
Halliburton's  claim — $17.8  million  byi 
Brown  &  Root  Inc.  subsidiary  for^ 
building  a  Persian  Gulf  oil  termina 
prewar  claim  and  thus  barred  from 
U.  N.  procedure.  The  federal  c 
where  Brown  &  Root  has  filed  suit 
more  comfortable  venue — but  many  1 1- 
yers  say  collecting  a  judgment  aga^t 
Iraq  may  take  decades. 

The  uncertainties  and  delays  of 
U.  N.  procedure,  which  allows  coun 
a  full  two  years  to  file  claims, 
many  companies  questioning  whethe 
pursue  their  lost  funds.  "A  CEO  h 
decide  which  is  better  business — sp 
ing  the  next  20  years  collecting  a  el 
or  participating  in  the  rebuilding 
Iraq,"  observes  Washington  lawyer 
seph  P.  Griffin.  In  business,  if  nol 
war,  it's  sometimes  smart  to  let  bygo 
be  bygones. 

By  Mike  McNamee  in  Washiyigton, 
Deborah  Fowler  in  Houston,  Todd  Vog 
New  Haven,  and  bureau  reports 


Lincoln  owners  are 
never  without  a  spare. 

A  SPARE  CAR,  THAT  IS.  BECAUSE  LINCOLN  GIVES  THEM  a  free  leaner  if  their  cars  are  ever  kept  for  overnight  v/arranty  work, 
id  if  a  loaner's  not  available,  a  rental  car  allowance  is  provided*  Either  way,  Lincoln  owners  keep  right  on  driving.  It's  just  another 
jfit  of  the  new  Lincoln  Commitment,  a  program  that  includes  24-hour  roadside  assistance  (with  absolutely  no  charge  during  the  first 
r)  and  a  four-year/50,000-mile  bumper-to-bumper  warranty  with  no  deductible.  Ask  your  dealer  for  a  copy  of  this  limited  warranty. 
The  Lincoln  Commitment.  Standard  with  every  1991  Lincoln.  It's  what  luxury  car  ownership  should  be. 


The  Lincoln  C  o  m  m  i  t  m  e  n  t 

Lincoln  What  a  luxury  car  should  be. 

LINCOLN-MERCURV  DrviSIONC^^    lackit  Ur-I>|<<>><' l^'"" 


"Lincoln  as  leaner  5ub|Kt  to  availability  Allowance  ol  550  per  day  |up  to  live  Hays)  provided  tov^ard  vehicle  rental. 


BANKING  I 


THE  BANK  BILL  GOES  FROM 
DEAD  DUCK  TO  LONG  SHOT 


A  House  subcommittee  vote  boosts  the  Administration's  hopes 


When  President  Bush  sent  his 
blueprint  for  banking  reform 
to  Capitol  Hill  in  March,  near- 
ly everyone  labeled  the  ambitious  pro- 
posal dead  on  arrival.  Even  White  House 
Chief  of  Staff  John  H.  Sununu  ex- 
pressed grave  doubts  about  the  mea- 
sure's prospects — much  to  the  conster- 
nation of  the  plan's  godfather,  Treasun," 
Secretary-  Nicholas  F.  Brady.  The  pun- 
dits predicted  that  divisions  among  fi- 
nancial-ser\-ices  companies  and  the  wari- 
ness of  lawmakers  fearful  of  duplicating 
the  savings-and-loan  regulatory  debacle 
would  combine  to  kill  the  reform  drive. 

But  a  funny  thing  happened  after  the 
obituaries  came  off  the  presses.  On  May 
23,  the  House  financial  institutions  sub- 
committee, with  a  resounding  36-to-O 
vote,  approved  much  of 
the  Treasury  Dept.'s 
plan  to  overhaul  the 
laws — from  the  Depres- 
sion era — that  govern 
the  nation's  financial 
services.  "Round  1  goes 
to  the  Administration 
and  the  banks,"  says 
Marty  Farmer,  a  lobby- 
ist for  Bamett  Banks 
Inc.  in  Jackson\ille,  Fla. 

Round  2  may  be  far 
bloodier.  The  surprising 
vote  to  permit  banks  to 
combine  with  securities 
firms,  insurance  compa- 
nies, real  estate  firms, 
and  commercial  corpo- 
rations doesn't  mean 
the  pundits  are  flat  out 
wrong.  Any  legislation 
that  does  more  than 
add  to  the  shrinking 
bank-deposit  insurance 
fund  still  faces  high 
hurdles  before  it  be- 
comes law.  But  the 
odds  of  pas.-^age  now 
are  better  than  most 
red-faced  experts  had 
predicted. 

EASY  ISSUES.  Deft  lolj- 
bjing  by  Brady  and  his 
aides  was  key  to  the 
Administration's  initial 
')-iumph.  The  Treasurv' 
Secretary  helped  line  up 
r'.epublicans  on  the  sub- 


committee before  important  issues  came 
up  for  votes.  The  addition  of  a  handful 
of  pro-reform  Democrats  on  the  36-mem- 
ber  subcommittee  was  enough  to  ensure 
victory  on  some  of  the  stickier  points. 

Equally  important,  the  panel  ducked 
some  of  the  most  disputed  issues,  paving 
the  way  for  a  unanimous  vote  and  full 
committee  consideration.  "The  members 
managed  to  postpone  the  painful  deci- 
sions to  another  day,"  says  Steve  Ver- 
dier,  a  lobbyist  for  the  Independent 
Bankers  Assn.  One  controversy:  How 
high  should  "firewalls"  be  between 
banks  and  risky  new  business  activities? 
The  higher  the  barriers,  the  less  poten- 
tially lucrative  these  new  activities 
would  be  for  banks.  The  issues  will  be 
taken  up  by  the  House  Banking  Commit- 


J 


On  May  23,  a  House  subcommittee  unanimously  passed 
a  banking  reform  bill,  approving  many  key  provisions  of 
the  Bush  Administration 's  plan.  Some  parts,  though, 
may  not  survive  in  the  bill's  final  form 

DEPOSIT  INSURANCE  The  panel  rejected  Bush's  caU  to 
cut  back  federal  deposit  insurance.  The  provision  proba- 
bly won't  be  revived 

INDUSTRY  RESTRUaURING  Lawmakers  would  allow 
banks  to  combine  with  other  financial-services  and  com- 
mercial companies.  This  remains  controversial,  espe- 
cially the  part  allowing  tie-ups  with  commercial  outfits 

INTERSTATE  BRANCHING  Banks  with  a  good  record  in 
lending  to  low-income  areas  could  expand  across  state 
lines.  This  element  is  likely  to  stay 

REGULATORY  STREAMLINING  The  Administration's  plan 
to  consolidate  banking  oversight  is  on  hold  while  law- 
makers do  their  own  study  of  the  regulatory  options 

CONSUMER  PROTEQION  Lawmakers  voted  to  exempt 
most  banks  from  a  requirement  to  lend  in  low-income 
neighborhoods.  The  exemption  may  be  rolled  back 


tee,  chaired  by  Representative  Henn,-! 
Gonzalez  (D-Tex.).  who  wants  to  replj 
ish  the  bank  deposit  insurance  fund 
opposes  granting  banks  greater  latit 
The  full  panel  is  scheduled  to  begin 
liberations  in  mid-June. 

Brady  may  face  defections  from 
coalition.  It  could  break  up  over 
question  of  allowing  commercial  co 
nies  to  owti  banks.  Representative  ,  i 
Leach  (R-Iowa)  plans  to  offer  an  ame  r 
ment  in  the  full  committee  that  wo  d 
effectively  bar  such  ownership.  And  \ 
proposal,  while  seeming  to  be  aimed  r  b 
rovvly  at  preventing,  say,  IBM  from  c  s 
ing  a  bank,  actually  could  have  a  i 
broader  impact. 

'HOUSE  OF  CARDS.'  Leach's  amendm  t 
could  have  the  unintended  conseque  e 
of  barring  financial-services  compai  i 
from  buying  banks.  The  reason:  M;  \ 
insurers,  such  as  Prudential  Insur; 
Co.,  engage  in  such  nonfinancial  b 
nesses  as  health  care  deliverv-.  So  t 
may  not  be  able  to  buy  a  bank.  Seci 
ties  firms — such  as  Shearson  Leh 
Brothers,  Dillon  Read,  and  Tucker 
thony — with  ties  to  insurance  units  c 
face  similar  problems.  The  net  re; 

The  amendment  c 
unravel  nearly  all 
tempts  to  repeal 
separation  of  ban 
and  other  financial 
vices.  "You're  loo 
at  a  house  of  can 
says    Sam  Bapti: 
president  of  the 
cial  Services  Counci 
lobbying  group  thai 
eludes  members  froi 
vast  array  of  finam 
services  businesses. 
Even  if  the  legislaj 
survives  largely  in] 
after  Banking  Co: 
tee  consideration,  B: 
can't  begin  his  vie 
celebration.  That's 
cause  the  measure 
weather  skeptical  & 
tiny  from  the  K 
Energy  &  Comm 
Committee,  chaired 
Representative  Jo 
Dingell  (D-Mich.). 

Still,  bankers 
pleasantly  surpri' 
that  the  reform  d, 
has  made  it  this 
They're  even  startini 
talk  about  the  bill's 
sage  this  fall.  But 
industrv'  can't  ban 
adoption  of  a  sweefjt 
reform  measure  yetr 
By  Catherine  Yant 
Washington  . 
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ENTERTAINMENT  I 


NOT  ALL  OF  ROBIN  HOOD'S 
DERRING-DO  WILL  BE  ON  THE  SCREEN 


Morgan  Creek  gambles  $22  million  that  it,  too,  can  make  a  blockbuster 


The  road  to  Hollywood  is  usually 
filled  with  Jags  and  BMWs.  But 
James  G.  Robinson  got  there  by 
Subaru.  The  55-year-old  Robinson  built 
his  fortune  in  Baltimore,  importing  the 
Japanese  cars.  Eventually,  he  built  his 
Subaru  Mid-America  Inc.  into  one  of  the 
nation's  largest  Subaru  distributorships. 
When  he  sold  the  business  back  to  the 
Japanese  in  early  1988,  Robinson  headed 
for  Hollywood.  He  put  $80  million  into 
making  movies. 

Like  the  cars  he  once  imported,  Robin- 
son's films  were  modestly  priced.  He 
spent  merely  $10.3  million  to  make  the 
hit  Young  Guns  and  followed  up  with 
a  string  of  low-budget  box  office  win- 
ners, such  as  Major 
League  and  Pacific 
Heights.  In  the  process, 
he  became  one  of  those 
rare  Hollywood  new- 
comers to  make 


HOLLYWOOD'S  BIG 
SUMMER  BETS 


Studio 

Budget 


TERMINATOR  2: 
JUDGMENT  DAY 

Tri-Star  Pictures 

$92.5 

MILLION 


KEVIN  COSTNER 
AS  THE  PRINCE 
OF  THIEVES 

profits,    not  bombs. 

Now,  Robinson's 
three-year-old  company, 
Morgan  Creek  Produc- 
tions, is  taking  its  big- 
gest gamble  yet.  On 
June  14,  the  company 
will  release  Robin 
Hood:  Prince  Of 
Thieves,  which  cost  an 
estimated  $54  million  to 
make.  Starring  Kevin 
Costner,  the  flick  has 
won  solid  early  reviews. 

But  it  also  has  plenty 
of  high-voltage  competi- 
tion (table).  Universal 
Pictures'  fire-fighter 
story,  Backdraft,  the 


BACKDRAFT 

Universal  Pictures 

$55.0 

MILLION 


ROBIN  HOOD.  PRINCE 
OF  THIEVES 

Warner  Brothers 

$54.0 

MILLION 


No.  1  film  over  Memorial  Day  weekend, 
opened  to  $15.7  million.  And  Sony  Inc.'s 
Columbia  Pictures  spent  $35  million  on 
City  Slickers,  a  western  starring  come- 
dian Billy  Crystal  that  is  set  to  open  on 
June  7.  The  year's  costliest  film,  Carolco 
Pictures  Inc.'s  Terminator  2,  will  be  re- 
leased on  July  3. 

'SIMPLE  FORMULA.'  Costner's  name  could 
be  enough  to  set  Robin  Hood  apart,  fig- 
ures Michael  W.  Patrick  of  Carmike  Cin- 
emas Inc.,  a  theater  chain  based  in  Co- 
lumbus, Ga.  "He's  about  as  hot  as  you 
can  get,"  says  Patrick. 

Morgan  Creek  is  gambling  that 
Costner  will  keep  sizzling.  Although 
Warner  Brothers  Inc.  has  pledged  $14 
million  for  the  flick's 
U.  S.  rights,  and  foreign 
parties  have  anted  up 
more  than  $20  million, 
Morgan  Creek  has  more 
of  its  own  money  on  the 
line  than  usual:  Robin- 
son says  it's  a  total  of 
$22  million.  Because 
theater  owners  get  50%- 
of  ticket  sales,  Robin 
Hood  needs  to  pull  in  at 
least  $90  million  at  the 
box    office  for 


THE  ROCKETEER 

Walt  Disney 

$49.5 

MILLION 

CITY  SLICKERS 

Columbia  Pictures 

$32.5 

MILLION 

HOT  SHOTS 

Twentieth  Century-Fox 

$31.5 

MILLION 
DATA:  LOU  KERNER  ASSOCIATES 


BILLY  CRYSTAL 
ON  THE  TRAIL  IN 
CITY  SUCKBRS 

Morgan  Creek  to  see 
any  profits,  entertain- 
ment consultant  Lou 
Kerner  reckons. 


The  gamble  is  surprising  for  Mor 
Creek.  "It  is  a  big  risk  for  us," 
Gary  Barber,  the  studio's  chief  opfjll- 
ing  officer.  "But  it  is  not  enough  to 
out  the  capital  base  of  this  compajr. 
Named  for  Preston  Sturges'  1944  mni. 
The  Miracle  of  Morgan 's  Greek,  R([ 
son  and  co-founder  Joe  Roth  pledge! 
keep  their  film  budgets  at  or  belowl 
million.  To  avoid  the  failures  of  ol 
startups,  the  company  parcels  out  di| 
bution  to  others  and  sells  off 
rights  for  new  films  up  front.  As 
suit,  even  when  Morgan  Creek's 
mies:  A  Love  Story  grossed  a  med 
$7.8  million  at  the  box  office,  the  fi| 
tight  budget  and  overseas  sales  alio 
the  company  to  break  even.  "It  wJ 
simple  formula  to  reduce  risks  and| 
lose  money,"  says  Roth. 
MERRY  MEN.  Roth  left  the  companj 
July,  1989,  to  head  Fox  studios,  anc 
cheap-film  notion  was  abruptly 
doned  on  Valentine's  Day  last 
when  Morgan  Creek  outbid  heJ 
weights  such  as  Warner  Brothers  f 
Tri-Star  Pictures  Inc.  for  the  right! 
make  Robin  Hood.  The  script  alone 
$1.2  million,  and  Costner  got  $7.5  mill 
Budgeted  at  $40  million,  the  tab  g| 
Bad  weather  forced  one  scene  to  \)\ 
shot.  Then,  an  additional  $500,000 
to  Sean  Connery  for  a  half-day  car 

Yet  a  boffo  Robin  Hood  could 
big  money  for  Morgan  Creek, 
holds  rights  to  toys,  books,  and  a 
tendo  game  that  accompany  the 
Also  in  the  works:  a  Robin  Hood  sd 
track,  to  be  released  by  Morgan  Cra 
new  record  unit.  "I'm  not  losing 
sleep  over  Robin  Hood,"  says  Robiij 

Morgan  Creek's  success  so  farj 
been  good  enough  to  attract ; 
big-time  investors.  A  limited 
nership  sponsored  by  Japal 
stock  firm  Nomura  Babcocl 
Brown  agreed  in  1989  to  fin| 
50%  of  four  films.  Then,  there'i 
company's  two-month-old  joint 
ture  with  Warner  Brothers, 

will  help  underwrite  as  many  al 

films  over  the  next  three  years,  si 

ing  with  Robin  Hood.  The  (I 
Warner  Brothers  says,  is  worth  u| 
$1  billion. 

Robinson,  who  commutes  weeklj 
Los  Angeles  from  his  Baltimore  hi 
now  plans  to  make  at  least  six  filiT 
year  and  says  he  may  soon  buy  his 
studio.  Next  up:  a  $30  million  futu^ 
tale  called  Free-Jack  starring  Ro 
Stone  Mick  Jagger.  "These  two  film^ 
just  aberrations,"  stresses  MoJ 
Creek's  Barber,  who  says  the  com| 
plans  to  return  to  modest-priced 
Then  again,  Hollywood  has  a  wa|! 
pushing  people  into  the  fast  lane. 

By  Ronald  Grover  in  Los  ArM 


When  the  mission 
is  critical. 
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A  TOUGH  NEW  COACH 
AT  LA.  GEAR 


►  L.  A.  Gear  Chairman  Robert 
Greenberg  is  a  super  sales- 
man, but  his  latest  sale — 307'^ 
of  his  company  to  Trefoil  Cap- 
ital Investors — might  be  his 
last  at  the  sneaker  company. 
The  company  needs  fixing 
fast,  and  Trefoil  President 
Stanley  Gold,  dealmaker  for 
investor  Roy  Disney,  isn't  shy 
about  taking  charge  of  com- 
panies in  which  he  has  invest- 
ed. Greenberg,  who  owns  187 
of  L.  A.  Gear,  turned  to  Tre- 
foil, a  $450  million  investment 
fund,  to  stave  off  anxious 
bankers. 

At  L.  A.  Gear,  Gold  would 
have  plenty  of  muscle  to  do  as 
he  likes:  His  $100  million  of 
convertible  preferred  stock  in 
L.  A.  Gear  gives  Trefoil  three 
seats  on  a  nine-person  board. 
And  under  the  terms  of  the 
still-pending  deal,  the  board 
can't  take  any  major  action 
without  Gold's  consent. 


HIGHBALLING 
IH  TEXAS 


►  Texas  is  boldly  rolling 
ahead  with  its  plan  to  build 
the  nation's  first  high-speed 
rail  system.  Undaunted  by 
failed  train  projects  across 
the  country,  Texas  on  May  28 
awarded  a  franchise  to  build 
the  $5.7  billion  system  to  a 
French-backed  consortium  led 
by  Morrison  Knudsen.  The 
200-mph  train  will  link  the 
state's  major  cities  and  could 
start  running  in  1998 — if 
funding  can  be  found.  The 
French  group  plans  to  raise 
most  of  the  money  by  selling 
tax-exempt  bonds. 


KICKBACKS 

AT  FIRST  CHICAGO? 


Federal  prosecutors  on  May 
29  filed  fraud  and  bribery 
charges  against  three  former 
First  National  Bank  of  Chica- 
go executives.  The  U.  S.  At- 
torney alleges  that  former  Se- 
.^ior  Vice-President  Jeffrey 


Tassani  and  former  Vice-Pres- 
ident Robert  Olson  accepted 
more  than  $500,000  in  kick- 
backs for  arranging  consult- 
ing contracts  and  real  estate 
leases.  Former  Vice-President 
Gordon  Murphy,  who  paid 
Tassani  and  Olson  for  consult- 
ing contracts  after  leaving  the 
bank,  was  charged  with  pay- 
ing kickbacks. 

First  Chicago  discovered 
the  alleged  scheme  in  late 
1989,  dismissed  the  employ- 
ees, and  turned  evidence  over 
to  the  feds.  The  defendants, 
who  could  not  immediately  be 
reached  for  comment,  were 
charged  in  a  so-called  criminal 
information,  which  often  pre- 
cedes a  plea  bargain. 


BRISTOL-MYERS' 
FDA  HEADACHE 


►  Even  before  the  FDA  took 
aim  at  misleading  food  labels 
(page  34),  the  newly  feisty 
agency  was  scrutinizing  pre- 
scription-drug adve'rtising. 
Back  in  January,  the  FDA  de- 
manded that  Bristol-Myers 
Squibb  stop  sending  doctors  a 
booklet  "which  we  [the  FDA] 
determined  to  be  promotional 
literature  in  the  guise  of  a  sci- 
entific journal."  The  company 
used  the  "journal"  to  push  un- 
approved and  unproved  uses 
for  its  cancer  drugs. 

Now,  Bristol-Myers  has 
caved  in  to  the  agency's  de- 
mands. In  an  unusual  settle- 
ment, the  company  agreed  to 
stop  the  campaign  and  send 


LET  THEM  EAT  COKE 


Listen  up,  you  tree-huggers: 
You've  got  it  all  wrong.  Just  ask 
Sherwood  Idso,  who  says  tax- 
payers owe  a  debt  of  gratitude 
to  coal-burning  utilities  because 
they  spew  so  much  wholesome 
carbon  dioxide  into  the  air.  Idso, 
an  adjunct  professor  of  botany 
and  geography  at  Arizona  State 
University,  recently  told  the  Cal- 
ifornia Energy  Commission  that 
"essentially  everything  that 

plants  do,  they  do  better  with  more  COo  in  the  air."  Or,  fro  i 
plant's  point  of  view,  things  really  do  go  better  with  coke,  lie, 
as  Idso  explained  to  business  week,  if  the  governmentife 
going  to  assess  penalties  against  [coal-burning  utilities]  forj| 
detriment  they  may  or  may  not  cause  to  the  environmi 
justice  demands  they  be  given  credit  for  the  proven  beneJ^ 

Idso's  remarks  will  be  good  news  in  the  East,  where, 
U.  S.  scientists,  burning  coal  helps  create  tree-killing  acid 
Now  he  just  has  to  explain  that  to  those  crazy  trees. 


clarifying  letters  to  all  physi- 
cians who  received  the  origi- 
nal literature.  FDA  officials 
say  this  is  only  the  first  of 
new  attempts  to  clean  up 
drug  company  promotions. 


AMERITECH  STRETCHES 
ITS  CELLULAR  REACH 


►  In  the  latest  acquisition  of 
an  independent  cellular  tele- 
phone outfit  by  a  deep-pocket- 
ed traditional  phone  company, 
Ameritech  on  May  28  agreed 
to  purchase  CyberTel  RSA  Cel- 
lular and  CyberTel  Financial 
for  $512  million.  The  CyberTel 
acquisitions  will  extend  the 
Chicago-based  Baby  Bell's  cel- 


lular reach  from  the  G: 
Lakes  region  south  to  ne; 
St.  Louis. 

Of  the  top  10  cellular  c! 
ers,  only  No.  1  McCaw  G 
lar  Communications  is 
now  owned  by  a  conventic 
"wireline"  phone  company 
deed,  phone  companies 
mainly  battling  one  anot 
Ameritech  and  Southwes'  '™ 
Bell  will  go  head-to-head  ir 
Louis  and  Chicago. 
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JOHNSON  PRODUCTS 
MAY  GO  PRIVATE 


►  Now  that  he  has  tui 
around  Johnson  Products, 
hair-care  company  foundei 
his  entrepreneur  father, 
Eric  Johnson  wants  to  tal 
private.  An  investor  grou] 
leads  has  offered  $8  mi 
for  the  39%  of  Johnson  F 
ucts  not  now  owned  by 
mother,  company  Chain 
Joan  Johnson.  She  gained 
trol  of  the  company  in  198 
part  of  a  divorce  settler 
with  founder  George  John 
Since  then,  Eric  Johnso 
University  of  Chicago  Iff 
has  rejuvenated  the  compJJ 
one  of  the  largest  bUk 
owned  business  in  the  U. ' 
the  first  half  of  fiscal  l! 
JPC's  net  jumped  84%-,  to  3| 
million,  on  a  14%  jum; 
sales,  to  $14.3  million. 
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DDENLY,  THE  HEALTH  CARE  CRISIS 
iS  DEMOCRATS  FEELING  ROBUST 


fter  months  of  soul-searching.  Democrats  have  decided 

that  the  health  care  crisis  may  be  just  the  issue  they've 

,been  seeking  to  frame  their  1992  assault  on  George 

Polls  show  that  voters,  angered  by  cutbacks  in  employ- 
health  plans,  want  relief  from  skyrocketing  medical 

seizing  the  moment,  Senate  Majority  Leader  George  J. 

II  (D-Me.)  will  introduce  legislation  in  early  June  to 

health  benefits  to  all  Americans. 

lell  knows  that  his  bill  is  not  going  to  pass  this  year — 

)bably  not  in  1992.  But  that  isn't  the  point.  His  goal  is 
the  White  House  on  the  defensive  over  a  neglected 

class  issue.  The  Democrats'  top 

'  "ought  to  be  the  agenda  of  the 

an  family,"  says  Mitchell.  "One 

n  with  politics  today  is  that  the 
American  doesn't  feel  that's 


IG.  After  a  lengthy  study  of  doz- 
health  care  ideas,  Mitchell's 
ent  for  the  "play  or  pay"  option, 
roposed  legislation  would  give 
ers  a  choice:  Offer  medical  in- 
e  to  employees  or  face  a  payroll 
nearly  8%  to  fund  coverage  for 
red  workers.  This  new  Ameri- 
lan  would  also  replace  the  existing  medicaid  program 
•  poor. 

vercome  the  heated  opposition  of  small  business,  the 
al  would  give  smaller  employers  a  tax  credit  to  help 
the  new  burden.  But  to  make  the  plan  viable,  Demo- 
nust  offer  a  convincing  scheme  to  rein  in  the  costs  of 
1  care.  Otherwise,  they'll  be  unable  to  deflect  Republi- 
•ims  that  the  system  would  bankrupt  the  nation, 
hell's  plan  seeks  to  cut  the  Gordian  knot  of  conflicting 
ts  by  offering  everyone  something  to  like  and  some- 
,0  hate.  Doctors  and  hospitals,  for  instance,  are  sure  to 
e  of  expanded  coverage  but  will  vehemently  oppose 
ons  that  impose  health  care  spending  targets. 


MITCHELL:  PUSHING  A  MIDDLE-CLASS  ISSUE 


Even  the  business  commvmity,  long  hostile  to  pricey  Demo- 
cratic health  schemes,  is  nibbling.  Small-business  lobbies  have 
said  they  will  oppose  any  "play  or  pay"  plan.  But  larger 
companies,  horrified  by  health  care  costs  that  have  surged  at  a 
9%  pace  for  the  past  five  years,  are  intrigued  by  the  notion 
that  the  government  might  move  vigorously  to  control  costs. 
"It  appears  that  Congress  is  listening  to  business  on  the  cost- 
containment  front,"  says  Sharon  F.  Canner,  a  lobbyist  for  the 
National  Association  of  Manufacturers. 

The  trick  for  the  Democrats  will  be  finding  a  way  to  push 
the  health  care  debate  to  the  center  of  the  political  stage.  So 
far,  the  Administration  seems  reluctant 
to  join  the  debate.  Bush  pollster  Robert 
M.  Teeter  thinks  the  aging  of  the  baby- 
boom  generation  will  make  health  care 
the  "issue  of  the  '90s,"  but  like  Budget 
Director  Richard  G.  Darman  and  other 
top  White  House  aides,  he  sees  medical 
care  reform  as  a  concern  for  Bush's 
second  term. 

Republicans  on  Capitol  Hill  will  have 
a  much  harder  time  avoiding  the  fray 
once  Senate  Democrats  begin  their  of- 
fensive. GOP  forces  are  likely  to  focus 
on  the  revenue  side  of  the  Mitchell  pro- 


posal, accusing  the  Democrats  of  reverting  to  their  tax-and- 
spend  ways.  "The  biggest  problem,"  says  Senate  Minority 
Leader  Bob  Dole  (R-Kan.),  "is  how  are  we  going  to  pay  for  a 
new  plan?" 

But  right  now.  Democrats  are  enjoying  the  rare  feeling  that 
they  may  have  the  GOP  on  the  run.  Just  a  few  weeks  ago,  the 
Democrats  were  drifting.  But  a  promise  to  expand  medical 
coverage — and  a  challenge  to  the  Administration's  failures  on 
health  policy — offers  another  opportunity  to  blast  the  "foreign 
policy  President"  for  domestic  neglect.  That  could  transform 
what  looked  to  be  a  listless  '92  campaign  into  a  serious  debate. 

By  Susan  B.  Garland,  with  Paula  Dwyer  and  Douglas  A. 
Harbrecht 


IL  WRAPUPI 


WHITE  HOUSE 


esident  Bush's  political  advisers 
.re  urging  him  to  emulate  Harry 
an  and  hit  the  road  with  an  at- 
on  the  "do-nothing"  102nd  Con- 
.  The  Administration  hasn't  of- 
much  in  the  way  of  legislation, 
its  few  domestic  initiatives  are 
;ring  on  Capitol  Hill.  Says  one  top 
igist:  "The  President  should  get 
ere  and  say:  T  want  the  highway 
I  want  our  crime  legislation 
id.'  "  But  Bush  is  reluctant  to  en- 
Democrats  on  a  broad  front.  By 
iding  favored-trade  status  for  Chi- 
e  has  already  picked  a  major  fight 
the  Hill.  Some  aides  fear  that  if 


he  expands  the  battle.  Bush  is  sure  to 
take  some  losses  that  will  tarnish  his 
aura  of  invincibility. 

WOMEH  

Anew  study  by  pollster  Celinda 
Lake  shows  that,  for  all  their 
progress,  women  candidates  for  top  po- 
litical office  still  face  huge  disadvan- 
tages. The  biggest  is  credibility:  In  the 
course  of  convincing  voters  that 
they're  serious  contenders,  women  of- 
ten lose  the  appeal  of  being  outsiders. 
Lake's  survey,  conducted  for  Emily's 
List,  which  promotes  the  election  of 
women  Democrats,  found  that  voters 
object  more  to  negative  campaigning 
by  women  than  by  men. 


CANDIDATES 


The  long-term  ambitions  of  Senator 
Phil  Gramm  (R-Tex.)  have  gotten  a 
boost — at  least  for  now — from  the  Tex- 
as legislature.  Gi'amm  is  widely  be- 
lieved to  be  interested  in  the  party's 
1996  Presidential  nomination,  but  his 
current  Senate  term  is  also  up  in  '96. 
Some  Democrats  in  Austin  tried  to  re- 
peal a  law,  first  passed  for  Lyndon 
Johnson,  that  allows  candidates  to  seek 
state  and  national  office  at  the  same 
time.  This  law  also  allowed  Democratic 
Senator  Lloyd  Bentsen  to  run  for  re- 
election, even  as  he  lost  the  Vice-Presi- 
dency in  1988.  But  the  legislature  has 
adjourned  without  taking  any  action. 
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UNION  I 


lING  PRIVATE: 

IE  SOVIETS  CAN  HARDLY  WAIT 


.  as  Moscow  dithers  over  guidelines,  the  grass-roots  movement  for  a  free  market  is  growing 


ITO  PLANT:  SOVIET  REPRESENTATIVES  FROM  THE  GIANT  CARMAKER  ARE  TRYING  TO  INTEREST  FIAT  IN  A  $500  MILLION  STAKE 


oviet  delegations  are  routine  visi- 
tors to  the  Turin  headquarters  of 
Itahan  carmaker  Fiat.  But  this 

was  special.  On  May  23,  represen- 
;  from  VAZ,  the  giant  auto  making 
ation,  arrived  in  Turin  for  talks  on 
natic  proposal.  They  want  to  sell 
30%  of  their  vast  car  plant  on  the 

River  to  the  Italian  company. 
:  a  few  years  ago,  such  an  idea 

have  been  unthinkable,  and  given 
re  condition  of  today's  Soviet  econ- 
t  might  have  seemed  that  VkZ  offi- 
had  lost  touch  with  reality.  But 
vere  deadly  serious  and  may  have 
reement,  worth  about  $500  million, 
ir  hands  by  Aug.  1.  It  would  herald 
ggest  foreign  investment  yet  in  the 
ing  Soviet  privatization  movement. 

move  is  evidence  that  at  the  grass 

a  market  economy  may  be  evolv- 
espite  the  government's  political 
ing.  Workers  and  managers  in  fac- 
,  mines,  and  oil  fields  across  the 
;  Union  are  stepping  up  pressure  to 
le  khozayni,  or  owners,  of  their 
enterprises.  In  the  past  several 


months,  at  least  15  enterprises,  with 
more  than  3,000  workers,  and  hundreds 
of  small  factories  and  service  businesses 
have  partly  or  wholly  privatized  them- 
selves, despite  the  lack  of  national  or 
local  laws  to  guide  them.  Enterprises  are 
pushing  ahead  with  Soviet-style  versions 
of  leveraged  buyouts,  employee  stock- 
ownership  plans,  and  private  spin-offs 
on  their  own  or  with  Western  help.  To 
finance  such  trailblazers,  more  than 
2,000  commercial  banks  have  sprouted 
up  in  a  country  where  commercial  bank- 
ing was  unknown  just  three  years  ago. 
A  BUYOUT.  And  now,  it  seems  that  the 
Soviet  leadership  is  beginning  to  catch 
up  with  the  ad  hoc  reform  efforts.  Meet- 
ing with  White  House  aides  in  Washing- 
ton in  late  May,  Soviet  special  envoy 
Yevgeny  Primakov  said  President  Mik- 
hail Gorbachev  will  unveil  another  pro- 
gram for  market  reform  soon.  And  on 
May  29,  the  Gorbachev  government  won 
initial  support  in  the  Soviet  Parliament 
for  a  long-awaited  foreign  investment 
law  that  could  vastly  expand  opportuni- 
ties for  Western  companies. 


In  some  cases,  the  move  to  privatize 
unifies  workers  and  encourages  them  to 
buck  up  under  the  country's  enormous 
economic  strain.  Take  the  sprawling 
Moscow  machine-tool  factory  with  the 
ironic  name  of  Krasni  Proletary,  or  Red 
Proletariat.  Its  workers  are  angry  over  a 
government  cap  on  their  wages  but  in- 
stead of  striking,  "we  aim  to  buy  out  the 
assets  100%',"  says  General  Director 
Yuri  A.  Kirillov. 

Raising  the  $100  million  to  buy  out  the 
factory  may  be  an  even  bigger  hurdle 
than  getting  permission  to  privatize 
from  the  central  government.  Even  with 
wages  twice  the  Soviet  average,  Krasni 
Proletary's  workers  can  only  scrape  up  a 
total  of  $7  million  to  invest.  Turning  So- 
viet propaganda  on  its  head,  factory 
workers  want  the  government  to  pony 
up  $45  million  in  free  shares  on  the 
Marxist  theory  that  workers  already 
own  the  means  of  production.  Kirillov 
says  the  rest  will  be  paid  out  of  the 
enterprise's  profits  over  five  years. 

Workers  seem  ready  to  reach  into 
their  pockets  despite  confusion  over  the 


1 
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meaninfr  of  shareholding.  "I'm  .t^oin^r  to 
buy  shares,  and  I  can  spend  about  8,000 
rubles,"  says  Vasily  Gorbenko,  44,  a  ma- 
chine operator  at  the  plant.  Tatiana  Kuz- 
netsova,  a  shop  worker,  hopes  that  the 
buyout  will  boost  her  monthly  250-ruble 
wages:  "We  should  live  as  in  the  West, 
where  everything  is  private,  so  people 
are  interested  in  having  jobs." 

In  Zelenograd,  an  hour's  drive  from 
Moscow,  is  ElMa,  a  microelectronics  fac- 
tory and  research  institute  that  is  one  of 
hundreds  of  other  enterprises  breaking 
ties  with  the  central  government.  ElMa 
General  Director  Leonid  A.  Ivanyutin, 
says  the  factory  is  close  to  a  deal  in 
which  the  Russian  government  would 
buy  15%  of  the  enterprise,  the  central 
government  would  maintain  a  34%  stake, 
and  workers  would  get  51%  ownership. 
Ivanyutin  eventually  plans  to  sell  up  to 
30%  of  its  shares  to  foreign  investors. 

Russian  President  Boris  Yeltsin  is  pri- 
vatization's most  influential  advocate. 
He  helped  end  the  recent  coal  miners' 
strike  after  negotiating  a  deal  in  which 
the  republic  took  over  the  industry  and 
agreed  to  privatization.  Oil  workers  are 
demanding  a  similar  deal.  The  Russian 
parliament  will  likely  get  a  privatization 
law  on  the  books  by  early  June. 
PRIVATIZATION.  In  the  absence  of  Soviet 
privatization  laws.  Western  companies 
are  beginning  to  eye  potential  Soviet  in- 
vestments. Italy's  Fiat  is  one  of  the  first 
off  the  mark  because  of  its  long-stand- 
ing links  with  VAZ.  The  company  needs 
help  to  build  a  new  midsize  car  now 
under  design,  says  VAZ  General  Director 
Vladimir  V.  Kadannikov.  But  he  and 
Fiat  sources  admit  the  talks  have  a  way 
to  go.  Since  the  car  would  be  produced 
under  a  joint  Fiat/VAZ  name.  Fiat  wants 
virtually  complete  control  over  produc- 
tion, a  concession  the  Soviets  may  not  be 
willing  to  make.  The  new  car,  with  an 
annual  production  of  300,000  units, 
would  start  rolling  off  the  line  in  1995. 

Other  investors  are  also  looking.  Rus- 
sian officials  say  Gillette,  Polaroid,  and 
FUR  Nabisco  are  testing  the  waters  in 
the  Russian  Republic.  Boston  financier 
'•<^an  LeBaron,  president  of  Battery- 
1  >-ch  Financial  Management,  says  he 
pK  s  to  start  investing  at  least  $250  mil- 
lion v  yearend  in  six  or  so  defense  en- 
terpri.  's  that  are  converting  to  civilian 
producdon  or  privatizing. 

To  the  Russians,  at  least,  such  early 
si  'is  at  creating  private  companies  rep- 
re  it  diki  privatizatia  or  "wild'  priva- 
tize Mill  before  any  parliament  has 
pas;  -nabling  laws.  Nonetheless,  it  is 
certi  }i,it  more  examples  of  such  wild 
growl  <   .v;ll  be  appearing  by  the  day. 

.  Rose  Brady  in  Zelenograd  and 
Rosemci  f  Boyle  in  Moscow,  ivith  Peter 
Galuszku  111  New  York 


GERMANY  I 


IS  HELMUT  SCHLESINGER  THE  ANSWEI 
TO  WASHINGTON'S  DREAMS? 


The  new  Bundesbank  head  is  no  softie — but  he  may  be  flexible  on  ra^s 


Perhaps  Treasury  Secretary  Nicho- 
las F.  Brady  finally  can  breathe 
easy.  Although  no  one  seemed  to 
listen  to  Brady's  calls  for  lower  interest 
rates  when  the  Group  of  Seven  industri- 
al nations  met  in  April,  the  Federal  Re- 
serve and  several  European  central 
banks  have  since  gone  along.  But  Ger- 
many continued  to  insist  that  monetary 
policy  would  remain  tight.  Now,  the 
Bundesbank's  newly  appointed  presi- 
dent, Helmut  Schlesinger,  is  signaling 


augur  well  for  greater  cooperation  vih 
in  the  G-7,  where  relations  between  ae 
U.  S.  and  Germany  have  on  occab 
been  downright  hostile. 
CRASH  CONVERSION?  Even  before  At 
takes  office,  Schlesinger  is  tryingto 
take  the  heat  off  the  Bundesbak. 
"When  there  are  declines  in  other  cdv 
tries,  it  makes  the  situation  easier » 
us,"  Schlesinger  told  business  WBjtt 
Thus,  he  added,  "I  do  not  see  the  neeto 
raise  interest  rates  under  current  codi- 


WHAT  SCHLESINGER 
SEES  AHEAD  rOR 
GERMANY 

INTEREST  RATES  v 

'I  do  not  see  the  need  to 
raise  rates  under  current 
conditions' 

ECONOMIC  GROWTH 

*It  will  slow  down' 

INFLATION 

'Higher  consumer 
prices  in  July  and  later. 
We  will  have  3% 
or  3.5%  inflation' 

EASTERN  GERMANY 

.'Nobody  can  say  if  the 
lowest  point  has  been 
reached' 


that  even  the  Germans  may  be  more 
flexible  than  previously  thought. 

Schlesinger,  66,  takes  over  on  Aug.  1, 
succeeding  Karl  Otto  Pohl,  who  an- 
nounced his  resignation  in  May.  And  al- 
though Schlesinger  is  universally  re- 
garded as  a  staunch  anti-inflation 
monetarist,  some  economists  believe  that 
a  switch  in  policy  is  in  sight.  By  late  this 
year,  if  inflation  remains  under  control 
and  the  German  mark  doesn't  weaken 
further,  Schlesinger  may  be  willing  to 
cut  interest  rates  for  the  first  time  since 
1987.  Such  a  move  would  "permit  a  new 
wave  of  lower  interest  rates  in  Europe," 
says  Eric  Taze-Bernard,  senior  econo- 
mist at  Banque  Indosuez.  It  also  could 


tions."  Schlesinger's  apparent  conT- 
sion  dates  back  to  the  crash  of  1!'- 
Former  Treasury  Secretary  James  V. 
Baker  III,  who  had  been  openly  feudjg 
with  the  Bundesbank  for  pushing  ras 
higher,  held  Schlesinger  personally  s- 
sponsible  for  the  disaster.  Schlesin'jr 
says  he  was  shocked  by  Baker's  accia- 
tions.  Nevertheless,  the  Bundesb;,k 
willingly  joined  in  the  G-7's  coordina^d 
worldwide  campaign  to  cut  rates  al'f 
the  crash.  It  began  raising  them  agaia 
few  months  later.  But  Schlesinger  liky 
will  consider  international  factors  befffij 
making  any  new  moves.  j 

With  Schlesinger's  appointment,  Chj'i-j 
cellor  Helmut  Kohl  has  set  in  motio'a 
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plan  for  orderly  succession  that  will 
guide  the  Bundesbank  for  years.  Hans 
Tietmeyer,  the  bank's  top  international 
official,  will  take  over  Schlesinger's  job 
as  vice-president  and  is  expected  to  suc- 
ceed him  in  1993.  Tietmeyer  will  present 
policy  options  to  the  18-member  central 
bank  board  and,  unofficially,  give  Schle- 
singer  the  global  connections  he  current- 
ly lacks.  Tietmeyer  also  may  be  more 
open  than  Schlesinger  or  Pohl  to  Kohl's 
goal  of  forming  a  European  monetary 
union  someday. 

Still,  no  one  thinks  the  Bundesbank  is 
going  soft.  Schlesinger's  anti-inflation 
credentials  persuaded  Kohl  to  give 
Schlesinger  the  president's  job.  "I  don't 
think  he  has  to  prove  himself,"  says  Mi- 
chael R.  Rosenberg,  manager  of  interna- 
tional fixed-income  research  at  Merrill 
Lynch  &  Co.  But  inflation  will  sorely 
test  Schlesinger's  mettle  over  the  com- 
ing months.  Higher  taxes  to  pay  for  uni- 
fication will  jack  up  the  consumer  price 
index  by  a  half-percentage  point  in  July. 
Rapidly  rising  wages,  social  security  lev- 
ies, and  government  deficits  will  also 
fuel  inflation.  Schlesinger  himself  fears 
prices  could  be  rising  at  a  3'a  to  3.57' 
rate  by  yearend,  against  2.77^  in  1990. 
QUIET  DEBATE.  Inflation  fears  havi 
pushed  short-term  German  yields  to  99' , 
against  7.6%  in  Japan  and  6%  in  the  U.  S. 
But  even  Schlesinger  concedes  that 
growth  in  red-hot  western  Germany 
"will  slow  down"  as  Bonn  pours  hun- 
dreds of  billions  of  marks  into  the  east. 
Munich's  IFO  Institute,  for  example,  has 
seen  its  business-climate  index  decline 
for  four  consecutive  months.  "High  in- 
terest rates,  rising  labor  costs,  and 
weakening  demand  are  considerably 
dampening  prospects,"  says  Heino  Ru- 
land,  an  economist  at  Bank  Julius  Baer 
(Deutschland).  Germany  may  only  grow 
2.5'X  in  1991,  down  from  4.6%  last  year. 

Schlesinger's  appointment  is  the  latest 
sign  that  central  banking  is  once  again 
becoming  a  low-profile  business  around 
the  world.  Schlesinger,  a  scholarly 
grandfather  who  spends  vacations  climb- 
ing the  Rockies,  is  as  different  as  can  be 
from  the  charismatic,  media-hungry 
Pohl.  But  maybe  quiet  debate  is  what 
the  world  needs  right  now  as  troubled 
economies  struggle  to  maintain  their  bal- 
ance. To  get  them  going  again,  "yields 
will  have  to  come  down  everywhere," 
says  Michael  Hughes,  a  managing  direc- 
tor at  London's  Barclays  de  Zoete  Wedd 
Securities  Ltd.  It's  too  soon  to  say 
whether  Schlesinger  will  finally  fulfill 
Brady's  wishes  for  lower  rates.  But  even 
this  longtime  hard-liner  may  give  Brady 
a  fair  hearing. 

By  Blanca  Riemer  in  Paris,  with 
William  Gkisgall  in  New  York  and  bureau 
reports 


IRANI 


BURYING  THE  HATCHET 
—IN  AN  OIL  FIELD 


To  get  production  up  again,  Iran  is  looking  to  the  West 


[ot  long  ago,  American  oilmen 
might  have  arrived  in  Iran  with 
trepidation,  fearful  of  attacks  by 
anti-Western  locals.  But  today,  there's  a 
new  mood  in  Iran.  At  a  three-day  meet- 
ing in  Isfahan  in  late  May,  the  largest 
such  international  powwow  since  1978, 
Iran  threw  open  the  door  to  the  world's 
top  oilmen,  including  many  Americans. 
"The  reception  we're  getting  is  just  ter- 
rific," says  Robert  G.  Reed  III,  CEO  of 
Hawaii-based  refiners  Pacific  Resources. 


revive  its  shattered  economy  and  conj 
date  international  political  gains. 

Eager  to  rekindle  business,  the  sll 
owned  National  Iranian  Oil  Co.  (NIO^ 
negotiating  crude-oil  deals  with 
companies  for  the  first  time  in  nl 
than  a  decade.  After  a  green  light  f| 
Washington,  which  still  reviews  d| 
with  Iran  on  a  case-by-case  basis, 
Corp.  and  Coastal  Corp.  are  now  buj^g 
Iranian  crude.  Other  U.  S.  compaj^i 
could  soon  be  providing  spare  parts  I 


A  TEHRAN  REFINERY:  IRAN  WANTS  CAPACITI 
BACK  AT  PREREVOLUTION  LEVELS  BY  1993 


Iran's  oil  industry  is  seeking  to  flex  its 
muscle  again.  Fifteen  years  ago,  Iran 
rivaled  Saudi  Arabia  as  a  force  in  OPEC. 
To  recapture  its  former  clout,  Iran  is 
setting  aside  its  longtime  hostility  and 
looking  to  the  West.  Says  Oil  Minister 
Gholamrezah  Aghazadeh:  "The  political 
dimension  of  oil  is  dwindling." 

If  Aghazadeh  and  other  government 
technocrats  can  win  out  over  more  radi- 
cal elements  in  the  Iranian  leadership, 
oil  prices  could  be  more  stable  down  the 
road.  Iran,  once  an  OPEC  price  hawk,  is 
now  singing  the  praises  of  moderation. 
And  its  quick  post-gulf  war  detente  with 
Saudi  Arabia  is  likely  to  mean  the  OPEC 
meeting  in  Vienna  on  June  4  will  pro- 
duce no  surprises  for  oil  prices. 
BIG  SPENDER.  The  country's  ambitious 
goal:  to  raise  oil  production  capacity  to 
prerevolution  levels,  up  to  5  million  bar- 
rels per  day  by  1993  from  3.5  million 
now.  This  year,  Tehran  is  spending  $5.6 
billion  on  its  oil  patch,  more  than  double 
the  total  last  year.  Iran's  leaders  have 
little  choice.  Oil  is  Iran's  major  industry, 
and  getting  production  up  as  quickly  as 
possible  is  a  must  if  Tehran  wants  to 


Anierieaii  oil  equipment  dating  fiffl 
prerevolutionary  days. 

Iran  needs  the  West  for  technolog; 
well.  The  aging  onshore  oil  fields 
southwest  Iran  need  costly  recov 
techniques,  such  as  gas  injection.  M. 
fields  also  suffered  damage  during 
Iran-Iraq  war,  and  other  largely  ui 
veloped  offshore  fields  in  the  Pen 
Gulf  need  technology  and  manpo 
Iran  lacks.  Says  a  French  oil  execure 
with  extensive  dealings  in  Iran:  NiC 
"has  nothing — no  personnel,  no  train  z 
no  backup." 

The  situation  in  the  oil  fields  is 
desperate  that  some  skeptics  think  N 
won't  be  able  to  boost  production  m - 
above  4  million  barrels  per  day.  And  If 
though  President  Hashemi  Rafsan.il 
and  his  allies  welcome  the  Western 
many  others  do  not.  The  chairman  of 
petroleum  committee  of  Iran's  Pai 
ment  recently  accused  Western  con 
nies  of  being  "a  cover  for  imperia 
spies."  The  atmosphere  is  changing  f 
but  NIOC  and  Western  companies 
face  some  tough  going. 

By  John  Rossant  in  Isfai 


"He's  not  married  or  anything, 
nd  he  drm&J^nnie^^^lke^  Red!' 


The  Sun  SPARCstation  family 
28.5  MIPS  maximum. 


What  happened  to  tt  i 


Our  maximum,  76  MIPS,  is  almost 
three  times  as  fast  as  theirs.  And 
our  new  Series  700  workstation 
family  starts  at  57  MlPS-exactly 
twice  Sun's  maximum. 

The  main  reason  for  this  enormous 
advance  is  our  proven  PA- RISC 
architecture.  It  enables  our  work- 


stations to  achieve  a  SPECmark 
of  72.2  versus  Sun's  21. 

Where  SPARC  architecture  has 
just  about  reached  its  upper  limits 
in  speed,  our  PA-RISC  has  only 
just  begun  to  fly.  It's  wide  open 
for  future  leaps  in  performance 


as  dramatic  as  the  ones  we'vep^va 
introduced. 

And  you  can  jump  right  in  ar  Wrwoi; 
start  working  in  this  UNIX*  e 
ronment.  The  top  applicatio  JCbyn 
are  already  ported  to  our  nevf 
generation  of  workstations.  3 
more  than  3,600  application; 


UNIX  is  a  U.S.  registered  trademark  of  AT&T  in  the  U.S.A.  and  in  other  countries.  &  1991  Hewlett-Paclcard  Company  CPWG015 


The  HPApoUo  RISC  workstation  family 
76  MIPS  maximum. 


i  SPARC? 


)w  available  on  PA- RISC. 

>pen  design  makes  it  simple 
)ur  workstations  into  any 
^^endor  network.  This  also 
:ts  your  investment  by  keep- 
em  open  to  future  growth 
pgrades. 


These  days,  staying  competitive 
is  even  more  important  than  ever 
The  new  HP  Apollo  RISC  work- 
stations will  give  you  the  edge  for 
as  little  as  $12K  for  57  MIPS  and 
17  MFLOPS.  Or  $20K  for  76  MIPS 
and  22  MFLOPS. 

Call  1-800-637-7740,  Ext.  2039 


for  more  information.  Then, 
instead  of  just  striking  a  spark, 
you  can  set  the  world  on  fire. 


HEWLETT 
PACKARD 


Like  The  Rarest  Wines,  These  Cigars 
Do  Not  Come  Along  Every  Year. 


If  you  have  searched  for  finer  and  finer 
premium  cigars  through  the  years,  you  are 
not  alone. 

The  same  quest  has  been  known  to  take 
men  across  oceans  as  well  as  continents  and 
has  moved  certain  connoisseurs  to  purchase 
plantations  all  their  own. 

It  has  also  consumed  the  passions  of  the  men 
of  Macanudo  for  more  than  a  century. 

In  an  age  of  machines,  the  men  of  Macanudo 
have  gone  on  making  their  cigars  step  by  step  by 
hand,  always  with  the  finest  tobaccos,  always 
in  the  pursuit  of  perfection. 

Without  question,  their  crowning  achievements 
are  Macanudo  Vintage  Cabinet  Selection  cigars. 

Vintage  years  are  as  rare  for  fine  cigars  as  they 
are  for  fine  wines,  for  only  the  richest  of  harvests 
can  yield  some  tobacco  leaves  whose  qualities 
surpass  the  grades  that  we  demand  for  other 
Macanudo  cigars. 

Our  long,  fine  filler  leaves  are  grown  in  the 
Caribbean.  Our  dark,  supple  binder  leaves  are 
grown  on  the  rich  San  Andres  tobacco  farms  of 
Mexico.  Our  distinctive,  costly  wrapper  leaves  are 
grown  in  the  fertile  Connecticut  Valley.  Yet  even  in 
a  vintage  year,  no  more  than  several  bales  of 
leaves  are  worthy  of  a  Macanudo  Vintage 
Cabinet  Selection. 


GO^ 


To  enhance  the  inherent  superiorit 
of  our  vintage  leaves,  our  master  ciga: 
makers  age  them  even  more  gradually 
than  they  age  our  other  tobaccos. 
The  leaves  are  aged  for  two  years  whik 
still  in  their  bales.  As  they  are  carefully 
blended,  the  leaves  are  aged  again.  And  after 
the  leaves  are  finally  bound,  then  wrapped,  and 
appeal'  to  be  finished  cigars,  they  are  aged  once 
more,  this  time  in  a  room  of  Spanish  cedar.  Then, 
only  after  long  weeks  of  undisturbed  slumber,  the 
tobaccos  are  truly  married,  truly  one. 

A  limited  edition  by  nature,  each  Macanudo 
Vintage  Cabinet  Selection  in  its  hand-crafted 
cedar  cabinet  is  more  than  three  years  in  the 
making.  And  if,  from  time  to  time,  the  cigars  are 
not  as  readily  available  as  you  would  like,  their 
extraordinary  taste  and  aroma  will  soon  reward 
your  patience. 

For  the  location  of  the  tobacco  shop  nearest 
you  where  you  can  purchase  Macanudo  Vintage 
Cabinet  Selection  cigars,  simply  call  l-800-622-33£ 
At  long  last,  your  search  for  the  rarest  of  cigars 
will  have  come  to  an  end. 

Macanudo  Vintage 
Cabinet  Selection 
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EDITED  BY  JOHN  PEARSON 


I  WHAT  A  LOVELY  WAR 
WAS  FOR  SYRIA'S  ASSAD 


amascus  is  usually  a  tense,  dour  city,  but  the  Syrian 
•  capital  is  brimming  with  easy  self-confidence  these 
days.  In  the  cool  evenings,  neon-lit  cafes  along  the 
I  River  are  thronged  with  young  men  playing  cards  and 
J  on  water  pipes.  At  the  best  hotels,  Mercedes-Benzes 
IWs  disgorge  elegant  couples,  with  women  dressed  in 
g  gowns  and  spike  heels,  for  nights  of  disco  dancing, 
ident  Hafiz  al  Assad  sets  the  tone  in  Syria,  and  he  is 
ig  one  of  his  finest  hours.  His  backing  for  the  allied 
gainst  Saddam  Hussein  is  now  paying  off.  After  spend- 
irs  on  the  sidelines  following  the 
3amp  David  accords  between 
and  Israel,  Damascus  is  back  in 
iter  of  regional  diplomacy. 
BOILED.  Assad  displayed  his 
it  mood  at  the  May  22  signing  in 
;cus  of  a  treaty  that  gives  Syria 
sway  over  neighboring  Lebanon, 
machine-gun-toting  bodyguards 
off  streets  around  the  presiden- 
lace,  Assad  kissed  flower  girls 
iitered  with  Lebanese  reporters. 

of  the  shrewdest  of  Middle 
n  potentates,  Assad  contrasts 
f  in  style  with  his  archrival,  Sad- 
Vhile  Saddam  is  a  reckless  gam- 
.ssad  rarely  overreaches.  He  ex- 
his  influence  patiently  by  plucking  what's  ripe  for 
i\ng.  And  the  gulf  war  presented  a  golden  opportunity 
iltiple  gains.  Sending  an  armored  division  to  help  liber- 
iwait  put  him  back  in  the  good  graces  of  Washington, 
shunned  him  for  several  years  for  supporting  terrorists 
,s  Ahmed  Jibril.  Assad  needs  Western  support  because 
ig-standing  patron,  the  Soviet  Union,  is  in  bad  shape, 
the  hard-boiled  Assad  probably  doubts  that  the  latest 
)eace  initiative  will  achieve  much,  he  is  trying  to  "lay 
5  credentials  as  a  reasonable  negotiator,"  says  Yahya 
iowski,  a  Syria  specialist  at  the  Brookings  Institution. 


SYRIAN  TROOPS:  SENDING  A  DIVISION  TO 
THE  GULF  MAY  BE  WORTH  $2  BILLION  IN  AID 


Assad's  aim  is  to  ensure  himself  a  role  in  any  peace  talks. 

He  seems  likely  to  gain  more  in  the  gulf  and  Lebanon  than 
from  U.  S. -brokered  negotiations  with  Israel,  which  seized 
the  Golan  Heights  from  Syria  in  1967.  In  return  for  sending 
troops  to  the  gulf,  Assad  has  already  won  an  estimated  ,$1 
billion  in  aid  from  Saudi  Arabia  and  Kuwait,  which  promise 
another  $1  billion.  He  hopes  to  keep  his  men  on  station  so  the 
money  will  still  flow,  although  the  Saudis  and  Kuwaitis  are 
having  second  thoughts  about  having  Syrian  and  Egyptian 
troops  on  their  soil.  In  any  case,  Assad  will  gain  new  clout  in 
the  gulf  through  the  enhanced  role  of 
Syria's  close  ally,  Iran. 
LEBANESE  PACT.  But  the  fattest  payoff 
so  far  for  Assad  is  in  Lebanon,  where 
he  keeps  40,000  troops.  Needing  Syria's 
support.  President  Bush  turned  a  blind 
eye  to  Assad's  crushing  last  October  of 
rebel  General  Michel  Aoun,  who  ruled 
a  Christian  enclave.  That  strengthened 
the  shaky  regime  of  pro-Syrian  Presi- 
dent Elias  Hrawi.  The  pact  Hrawi 
signed  in  Damascus  assures  Syria  a 
big  say  in  Lebanon's  defense  as  well  as 
its  foreign  and  economic  policy. 

None  of  this  means  that  Syria  is  be- 
coming a  Middle  Eastern  superpower. 
Assad's  recent  deals  for  Scud  missiles 


from  North  Korea  and  tanks  from  Czechoslovakia  were  not 
part  of  a  big  new  buildup  but  were  mainly  designed  to  reas- 
sure Syrian  military  officers  who  worry  that  Saddam's  defeat 
is  a  bad  omen  for  their  own  forces.  Even  Syria's  grip  on 
Lebanon  is  far  from  complete:  It  is  likely  to  be  challenged 
by  Christian  factions  and  by  the  Israelis,  who  hold  a  security 
zone  in  the  south.  But  Assad  now  has  his  fingers  in  so  many 
Middle  Eastern  pies  that  it  will  be  difficult  for  Washington 
to  shape  a  new  order  in  the  region  without  his  assent.  It  will 
be  hard  to  sideline  Syria  again. 

Bi/  Stauley  Reed  in  Damascus 
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3  worries  of  Soviet  threats  to  Eu- 
rope fade  into  the  sunset,  NATO 

are  set  to  shrink  their  defense 
lization  drastically  by  1995.  At  a 
27  meeting  in  Brussels,  defense 
iters  approved  a  scheme  to  re- 
;  NATO  to  match  the  Soviet  Union's 

for  withdrawing  500,000  troops 
Eastern  Europe.  NATO's  downsiz- 
ould  cut  U.  S.  forces  in  Europe  to 
0  or  less,  down  from  300,000  at 
!nt. 

earheading  the  new  N.A.TO  will  be  a 
-reaction  force  of  some  70,000 
is,  tailored  to  move  swiftly  to  trou- 
pots  even  on  NATO's  perimeters  in 


Turkey  and  Norway.  Those  are  the 
only  two  allies  that  will  continue  to 
face  Soviet  troops  across  their  borders. 
Britain,  with  Western  Europe's  only 
professional  army,  will  supply  two  divi- 
sions and  the  commander  for  this 
force.  The  gulf  war  showed  Britain's 
ability  to  react  quickly.  Another  two 
divisions  will  be  made  up  of  troops 
from  Germany,  Italy,  the  Netherlands, 
and  other  allies.  As  NATO's  first  truly 
multinational  units,  they  could  be  the 
forerunners  of  an  integrated  European 
force  of  the  future. 

But  even  a  slimmed-down  NATO  will 
leave  the  U.  S.  with  a  key  military  role 
in  Europe,  albeit  with  far  fewer  troops. 
The  U.  S.  will  provide  crucial  tactical 


air  power  and  capacity  to  move  the 
rapid-reaction  force  by  air  and  sea. 

Backing  it  up  will  be  a  "base  force" 
made  up  of  a  half-dozen  slower-moving 
ground  corps  totaling  up  to  500,000 
troops.  These  will  be  bolstered,  if  nec- 
essary, by  "augmentation"  troops  from 
the  home  territories  of  allies,  including 
the  U.  S. 

A  number  of  issues  are  still  unset- 
tled. One  is  whether  the  restructured 
forces  can  be  sent  outside  NATO's  geo- 
graphical area.  Germany,  for  one,  has 
a  constitutional  bar  to  such  action.  And 
the  French  still  hope  to  beef  up  the 
Western  European  Union,  a  seven-na- 
tion group  that  was  set  up  in  1955,  as 
an  all-European  counterpart  to  NATO. 


These  days  you  could  find  yourself  conducting  business  in  all  sorts  of  languages. 
So  to  help  you  communicate  with  virtually  anyone  anywhere,  anytime,  we  put  all  the  languaj 
skills  you'll  ever  need  in  one  easy-to-find  place. 

It's  called  the  AT&T  Language  Line®  Service.  And  with  an  AT&T  Card,  you  can  access  it  fro 
almost  any  phone,  even  a  public  phone.  You'll  get  one  of  our  on-line,  24-hour  interpreters  to 
you.  So  without  ever  having  to  take  a     tj^         11  •  JJl 
language  lesson,  you'll  be  able  to  have    ||  C  Q  I  I  Ifl  tllf^  r^JltYr 
a  meaningful  conversation  with  XLil3  CcXX  IX  1  UL  Iv^  V^dX  vJL 

V 1991  AT&T  AT&T  LANGUAGE  LINE  SERVICE  SERWIATE  TERMS  AND  CONDITIONS  APPLY  SUBJECTIDBILUNG  AVAILABILITY 
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someone  in  Spanish  or  Russian  (or  just  about  any  other  language,  for  that 
matter).  It's  just  another  one  of  the  innovative  services  available  to 
those  who  carry  the  AT&T  Calling  Card,  the  AT&T  Corporate  Calling 
Card,  or  the  AT&T  Universal  Card.  For  more  on  all  the  things  our  cards 
can  do,  call  1  800  222-0300,  Ext.  289. 

From  on-line  language  interpretation 
to  conference  calling,  no  one  has  more  ; 
ways  to  help  you  on  the  road  than  AT&T.  ' 
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OUTSIDE  OLD  ST.  PATRICK'S:  THE  PARISH  HAS  SHIFTED  ITS  FOCUS  TO  MEET  THE  NEEDS  OF  YOUNG  ADULTS  WHO  WORK  IN  NEARBY  OFFICES 
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CHICAGO'S  CATHOLIC  CHURCH: 
PUTTING  ITS  HOUSE  IN  ORDER 


The  Archdiocese  may  show  the  way  to  the  U.S.  Church,  which  has  'lost  its  financial  moorings' 


When  the  Archdiocese  of  Chica- 
go announced  early  last  year 
that  St.  Bridget's  Catholic 
Church  would  close,  the  surrounding 
neighborhood  of  Bridgeport  seethed.  An- 
gry parishioners  circulated  a  petition 
urging  Joseph  Cardinal  Bernardin  to 
keep  open  the  parish.  They  even  picket- 
ed the  Cardinal  at  Holy  Name  Cathedral 
on  Palm  Sunday.  Says  parishioner  Karen 
Abenate,  who  attended  grade  school  at 
St.  Bridget's  during  the  1970s:  "That 
church  was  part  of  our 
history,  and  we  wanted 
to  save  it." 

No  such  luck.  St. 
Bridget's  was  closed 
last  July.  Bridgeport, 
the  Archdiocese  ex- 
plained, simply  couldn't 
support  11  parishes 
anymore.  Gone  were 
the  working-class  Euro- 
pean immigrants  who 
had     sustained  the 


CATHOLICS  GIVE  LESS 
TO  THE  CHURCH 


neighborhood's  parishes  for  more  than 
150  years.  Non-Catholic  Chinese  were 
moving  into  the  area,  and  church  atten- 
dance was  falling.  Indeed,  declining  rolls 
had  already  forced  St.  Bridget's  parish- 
ioners to  shutter  their  parochial  school 
in  1979. 

CALL  FOR  HELP.  St.  Bridget's  is  far  from 
an  isolated  case.  The  Archdiocese,  reel- 
ing from  a  $47  million  deficit  in  1989, 
closed  47  churches  and  schools  last  year. 
But  these  were  only  the  most  visible — 
and  traumatic — ele- 
ments of  a  radical  fi- 
nancial restructuring. 
Two  years  ago,  Bernar- 
din turned  to  Chicago's 
Catholic  business  lead- 
ers for  help  in  repairing 
the  diocese's  finances. 
Their  advice:  Impose 
basic  business  discipline 
to  slash  the  deficit,  and 
step  up  marketing  to  in- 
crease revenues. 


The  resulting  solution  could  rev 
tionize  the  way  strapped  big-city  die 
es  manage  their  affairs  nationw: 
Over  the  past  five  years,  the  55  mill 
member  U.  S.  Catholic  Church, 
many  a  giant  ailing  corporation,  has 
tied  stagnant  revenues  and  bloa 
costs.  "The  Catholic  Church  is  in 
financial  trouble,"  says  Catholic  soci 
gist  and  novelist  Reverend  Andrew 
Greeley.  Hardest  hit:  dioceses  with  la 
inner-city  populations  too  poor  to  t 
their  parishes.  Last  year,  for  exam 
the  Archdiocese  of  Los  Angeles  postej 
$9.2  million  operating  deficit.  And 
Archdiocese  of  New  York  rang  up  a 
million  shortfall. 

The  Church's  problems  go  deeper  t! 
inner-city  blight,  though.  For  years, 
U.  S.  Catholic  Church  hummed  al( 
without  much  concern  for  the  botl 
line.  Budgets  were  perfunctory.  Prie 
unschooled  in  business,  didn't  press : 
rishioners  to  increase  their  giving 
they  became  more  prosperous  (chart] 


le  meantime,  teachers'  salaries, 
bills,  and  maintenance  costs  for 
hurch  buildings  soared.  The  num- 
diocesan  priests  has  fallen  from 
in  1966  to  26,000  today,  forcing 
oceses  to  hire  more  expensive  lay 
.  Concedes  Archdiocese  of  Chica- 
,nce  Director  John  Benware:  "The 

lost  its  financial  moorings." 
Church's  enormous  decentraliza- 
)esn't  help.  The  U.S.  Catholic 

is  divided  into  190  dioceses  and 
lan  19,000  parishes.  Each  diocese, 
:)rdance  with  Roman  Catholic 
law,  is  an  independent 
;hat  a  bishop  governs  as 

fit. 

i  HOME.  The  effect  of 
jrch's  woes  reaches  be- 
atholics.  Its  schools  edu- 
3re  than  2.5  million  stu- 
nationwide,  many  non- 
c.  Chicago's  138  inner- 
catholic  schools,  for 
e,  educate  45,000  stu- 
almost  half  non-Catho- 
lese  schools  ran  a  $15 
deficit  last  year.  If  the 
)cese  were  to  abandon 
,ays  Commonwealth  Ed- 
jO.  Chairman  James 
or,  who  heads  a  fund- 
drive  for  Chicago's  ur- 
atholic  schools,  public- 
ion  costs  would  soar 
lillion  a  year.  Catholi- 
fiscal  crisis  is  even  hit- 
)rld  headquarters.  Rome 
5  just  a  small  portion  of 
tholic  Church's  finances 
:pects  its  budget  for 
ide  activities  to  show  a 
lion  deficit  on  revenues 
I  million  this  year, 
le  American  Catholic 
is  to  pull  itself  out  of 
mcial  tailspin,  it  could 
nulate  Chicago.  Back  in 
nore  than  100  of  the 
locese's  400  parishes 
D  poor  they  required  $20 

in  grants  to  fund  operations, 
ion  was  the  biggest  drain:  School 
ms  cost  $163  million,  but  tuition 
i  only  $104  million.  The  future 
even  grimmer.  According  to  Fi- 
Director  Benware,  the  Archdio- 
ould  have  exhausted  its  cash  re- 
and  chalked  up  a  $71  million 
by  1993  if  nothing  had  been  done, 
impetus  for  change  came  from 
3s  leaders.  Exasperated  by  the 
ocese's  inaction,  Eileen  Corcoran, 
Dr  manager  at  Ernst  &  Young, 
he  threatened  to  quit  the  Cardi- 
nancial  advisory  committee  unless 
ved  to  stop  the  bleeding.  That 
Led  Bernardin  to  ask  Corcoran, 
Chicago  Chairman  Barry  F.  Sulli- 
otorola  Chairman  Robert  W.  Cal- 


vin, Sears  Roebuck  Chief  Financial  Offi- 
cer James  M.  Denny,  and  McKinsey  & 
Co.  Director  R.  Michael  Murray  to  de- 
sign a  restructuring  plan  with  Benware. 
Sullivan  assigned  five  First  Chicago 
staffers,  full-time  and  without  charge,  to 
work  on  the  plan.  "We  had  to  help  out," 
he  says.  "The  Church  is  crucial  to  the 
fabric  of  this  city." 

The  committee  made  its  recommenda- 
tions in  late  1989.  Besides  urging  a  con- 
solidation of  parishes  and  schools,  it 
called  on  the  Cardinal  to  rein  in  spending 
and  track  costs  more  closely.  Parishes 


THE  CHICAGO  ARCHDIOCESE 
GRAPPLES  WITH  ITS  BUDGET 


JOSEPH  CARDINAL  BERNARDIN:  "WE'VE  MADE  BIG  STRIDES 


and  schools,  the  committee  recommend- 
ed, should  adhere  to  budgets,  and  the 
archdiocesan  offices,  which  were  run- 
ning a  $20.8  million  deficit,  needed  trim- 
ming. Moreover,  the  committee  told  the 
Cardinal  to  speak  openly  with  Church 
members  about  the  Archdiocese's  woe- 
ful finances.  Says  Benware:  "Most  pa- 
rishioners weren't  aware  there  was  any 
problem." 

By  early  1990,  Benware  was  hauling 
the  Archdiocese  into  the  20th  century. 
Some  of  his  moves  were  typical  of  any 
large  corporation.  Sales  of  assets,  main- 
ly land,  raised  $6.2  million.  A  restructur- 
ing of  archdiocesan  offices,  including  50 
layoffs,  should  save  an  additional  $1.5 
million.  Parishes  are  now  required  to 
submit  three-year  budgets  and  quarterly 


financial  reports.  Pastors  exceeding 
their  budgets  are  called  in  for  consulta- 
tion and  urged  to  cut  expenses.  Says 
Benware:  "We've  just  begun  implement- 
ing basic  business  practices."  Such 
changes  helped  to  slice  the  deficit  by 
40%,  to  $29  million,  last  year  (chart). 
Says  Bernardin:  "We've  made  big 
strides." 

Bernardin  hopes  to  make  the  new  fo- 
cus on  financial  management  a  perma- 
nent part  of  the  Archdiocese.  He  has 
hired  financial  managers  for  each  of  the 
Archdiocese's  six  regions  to  help  pastors 
make  budgets.  And  seeking  to 
promulgate  his  own  success 
with  finance  councils,  he  de- 
creed that  by  the  end  of  last 
year,  each  parish  would  have  a 
local  council  of  parish  business 
leaders. 

The  Archdiocese  also  began 
to  scrutinize  its  lending  prac- 
tices. Before  the  late  1980s,  it 
made  operating  and  capital 
loans  to  parishes  on  little  more 
than  a  handshake.  By  1989, 
more  than  33%,  or  $16  million, 
of  such  loans  were  delinquent. 
St.  Kevin's  Catholic  Church 
Pastor  George  Schopp  recalls 
receiving  a  $46,000  loan  in  1982 
to  repair  the  church's  roof, 
which  was  never  repaid.  "We 
didn't  have  a  plan,"  he  says.  To 
encourage  fiscal  responsibility, 
Benware  began  devising  loan- 
repayment  plans  and  charging 
interest  on  loans  equal  to  90% 
of  the  prime  rate. 
CONSOLIDATING.  Perhaps  the 
most  important  changes  came 
on  the  revenue  side.  Seeking  to 
make  Catholic  schools  more 
self-supporting,  the  Archdio- 
cese demanded  that  they  pay 
65%  of  their  costs  through  tu- 
ition by  1990,  up  from  an  aver- 
age of  60%  two  years  earlier. 
Tuition  jumped  10.1%-  last  year, 
hitting  many  inner-city  schools 
hard.  At  St.  Benedict  the  African  Acade- 
my in  Chicago's  poverty-ridden  south- 
west side,  tuition  has  jumped  22%  in  the 
past  two  years,  to  $1,100.  Critics  charge 
that  the  Archdiocese  is  balancing  its 
budget  at  the  expense  of  those  who  need 
its  programs  most.  "Tuition  increases 
are  tough  on  the  poor,"  says  one  inner- 
city  pastor.  "Many  are  already  working 
two  jobs  just  to  pay  for  school." 

Bernardin  went  even  further:  He 
raised  taxes.  The  Archdiocese  offices  are 
funded  by  an  assessment  paid  by  the 
parishes.  Last  year,  the  assessment 
jumped  to  10%  of  parish  revenues  from 
6.5%.  This  move  virtually  wiped  out  the 
Archdiocese  deficit  but  hit  the  parishes 
hard.  Last  year,  for  example,  prosperous 
Faith,  Hope  &  Charity  parish  in  subur- 
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THERE  WHEN  IT  COUNTS. 


Oil  spills  are  everybody's  enemy 
That's  why  a  global  oil  giant  has 
engaged  Hull  and  Cargo  Surveyors, 
Inc.,  a  Continental  subsidiary  to 
inspect  its  chartered  tank  barges 
and  help  avoid  spills. 

"We'll  inspect 
some  2,000  vessels 
a  year,"  says  prin- 
cipal surveyor 
Stan  Smith.  "We're 
the  only  nation- 
wide marine  ser- 
vice organization 
with  that  kind  of 
expertise" 

Offering  a  wealth  of  marine 
inspection  experience  to 
Continental  insureds  and  others, 
experts  like  Stan  carefully  check 
potential  leak  points  such  as 
cargo  piping,  valves  and  machin- 
ery They  pay  special  attention 
to  pollution-control  equipment 
such  as  containment  booms, 
absorbent  material  and  on-deck 
containment  provisions.  Because 
preventing  spills  on  vessels  is 
much  better  than  cleaning  them 
up  on  the  beach. 

Continental  has  a  lot  of  dedi- 
cated people  like  Stan.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
panyThey're  why  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 
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TECHNOLOGY  I 


THE  CAT  SCANS 
OF  THE  OIL  PATCH 


New  technology,'  is  finding  crude  in  fields  thought  to  be  played  out 


Five  years  ago,  when  Exxon  Corp. 
began  drilling  for  oil  and  natural 
gas  in  marshes  15  miles  southeast 
of  Lake  Charles,  La.,  the  only  things  it 
seemed  sure  to  find  were  muskrats  and 
snakes.  Southern  Louisiana  is  one  of  the 
most  heavily  drilled  regions  on  earth, 
and  big  new  discoveries  are  rare.  Geo- 
logical maps  based  on  so-called 
seismic  data  weren't  much  help. 
Reviewing  the  squiggly  lines 
"was  like  turning  on  a  TV  and  just 
seeing  snow,"  says  Johnny  L. 
Hall,  technology  manager  at  Ex- 
xon USA. 

But  in  1988,  Hall's  geophysi- 
cists  improved  the  resolution  of 
the  old  seismic  pictures  by  repro- 
cessing the  data  through  a  super- 
computer. Then,  researchers  in 
Exxon's  Houston  offices  fine- 
tuned  the  images  further — color- 
coding  areas  by  depth  to  high- 
light rock  formations.  That's 
when  they  saw  signs  of  a  vast 
natural-gas  field  14,000  feet 
down.  Exxon  drilled  a  few  explor- 
atory wells  and  last  December  an- 
nounced a  huge  discovery  of  up 
to  500  billion  cubic  feet  of  gas. 
"We  wouldn't  have  seen  it  with 
the  old  technology,"  says  Hall. 
GUSHERS.  In  recent  years,  talk  of 
technology  in  the  oil  patch  has 
often  centered  on  mammoth  pro- 
duction platforms  floating  in  haz- 
ardous seas  or  techniques  such  as 
horizontal  drilling — boring  in 
from  angles  of  up  to  90  degrees 
to  tap  thin  reservoirs  of  crude. 
But  the  biggest  breakthroughs 
are  coming  far  from  the  field — in 
rooms  equipped  with  powerful 
workstations  and  sophisticated 
software  that  can  create  three-di- 
mensional displays  and  open  a 
whole  new  subterranean  world. 

These  images  can  turn  up  small 
finds  in  well-explored  areas — or 
gushers.  On  May  1,  Shell  Oil  Co. 
announced  a  startling  discoveiy 
in  3,100  feet  of  water  about  130 
miles  south  of  New  Orleans. 
There  it  found  an  oil  field  that 
sources  sav  mav  hold  more  than  a 


billion  barrels — the  largest  domestic  dis- 
covery since  10  billion  barrels  were 
found  in  Alaska's  Prudhoe  Bay  in  1969. 
Two  weeks  later,  Exxon  uncorked  anoth- 
er Gulf  gem — at  least  200  million  bar- 
rels— in  even  deeper  water.  The  compa- 
nies aren't  talking  much  about  how  they 
did  it.  But  observers  sav  the  kev  lies  in 
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computer  technology-.  Says  Suzannu 
Cook,  an  oil  analyst  with  Merrill 
in  Dallas:  "It's  like  using  a  CAT 
when  all  they  had  before  was  X-r; 

In  short,  Big  Oil  may  be  enteri 
Golden  Age  of  technology-.  Led  by 
Exxon,  Amoco,  and  other  giants,  tl 
dustry  will  spend  $340  million  this 
on  computers  and  software  used  : 
exploration — up  from  S5  million  in 
This  will  balloon  to  S1.6  billion  by 
Cook  estimates.  In  fact,  computer- 
exploration  (CAEX)  is  so  omnipresent 
it  is  blurring  the  lines  between 
distinct  disciplines — geologj',  geophj 
and  petroleum  engineering.  "We 
even  refer  to  geologists  or  geop 
cists,"  says  Sara  S.  Poland,  explor; 
manager  for  Amoco  Corp.'s  Denve 
fice.  "We're  all  explorationists." 

A  bevy  of  companies 
sprung  up  to  take  advantag  a.  t 
this  trend.  Leading  the  pac  >:i!srt 
seven-year-old  Landmark  Gifras 
ics  Corp.  in  Houston,  which 
captured  ZT/c  of  the  CAEX 
ket — and  60^c  of  the  high-end, 
business — by  developing  gr 
ics  software  and  packaginj 
with  off-the-shelf  workstati 
Stunned  by  Landmark's  gro 
oil-service-industry  giants  sue: 
Halliburton.  Schlumberger, 
Raytheon  have  jumped  in 
are  acquiring  companies  that 
similar  packages  and  develo 
their  own  products  in  what 
become  a  spirited  marketing 

The  industry  has  long 
computers  to  process  seismic 
veys — digital  recordings  of  si 
waves  bounced  off  undergro 
formations.   But  until  recer 
the  interpretation  of  this 
was  a  black  art.  One  reason 
that  rising  oil  prices  covered 
cost  of  drilling  a  few  extra 
holes.  Companies  "operated 
brute  strength  of  the  drill 
says  Matthew  R.  Simmons,  ar 
vestment  banker  to  the  indus 
"If  a  high-tech  salesman  cam< 
with  a  better  product,  the  gooc 
boys  would  say,  "Hell  no,  we  d 
this  way.'  " 

DRY  HOLES.  In  the  1970s,  Con- 
nies began  experimenting  vvitl 
D  seismic  sun'eys  instead  of  t 
dimensional  soundings.  T 
approach  used  arrays  of  listen 
devices  that  gathered  thousa: 
of  times  more  detail  from  seis; 
surveys.  But  by  the  early  19^ 
as  the  use  of  3-D  grew,  com 
nies  were  confronted  with  m 
sive  data  bottlenecks.  It  was 
until  the  oil  bust  of  1986  that  tl 
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e  pressure  to  harness  this  data  to 
iwn  on  money-wasting  dry  holes. 
dmari<  blazed  the  trail  with  soft- 
that  turned  3-D  seismic  data  into 
ng  topographic  models — with  dif- 
:  colors  representing  varying 
; — that  could  be  examined  from  all 
,.  At  about  the  same  time,  other 
ire  was  developed  to  enhance  and 
,e  older,  two-dimensional  seismic 
GeoQuest  Systems  Inc.  in  Hous- 
id  Sierra  Geophysics  Inc.  in  Kirk- 
Wash.,  now  owned  by  Raytheon 
nd  Halliburton  Co.,  respectively, 
in  this  group.  Such  products 
t  on  fast.  Landmark's  founders 
't  get  through  many  oil  company 
with  their  first  products  in  1984. 
y  1988,  "interest  was  rampant," 
Z.  Eugene  Ennis,  the  company's 
lan. 

new  technology  cut  weeks  of  pro- 
y  time  by  using  high-powered 
tations  instead  of  a  backed-up 
■ame.  Better  identification  of  oil 
roistered  margins  by  helping  slash 
sry  costs  (chart).  It  may  even  help 
oil  shortages  and  price  runups, 
companies  say  that  for  it  to  be 
nical  to  develop  reserves  in  remote 
such  as  the  Beaufort  Sea  in  the 

crude  prices  must  stabilize  at 
^25  a  barrel — roughly  $4  higher 
low.  But  if  exploration  and  devel- 
t  costs  fell  by  the  same  amount, 
1  could  be  retrieved  today.  That 
reduce  dependency  on  the  Persian 
where  trouble  can  send  prices 
g.  "Technology  has  become  the  in- 
's  buffer  against  uncertainty," 
landmark's  Ennis. 

companies  have  embraced  this 
more  ardently 
Royal  Dutch/ 

Group,  which 
loes  75%  of  its 
c  surveys  in  3- 
.  10%  in  1986. 
spending  about 
million  a  year, 
las  shot  and  an- 
1  some  27,000 
!  miles  around 
lobe.  Not  only 
A.EX  helped  un- 
several  new  re- 
,  it  "allowed  us 
ire  out  where  to 
ince  we  find  a 
says  Elwood  0. 
3id,  Shell's  head 
)phvsics  outside 
S.  ^ 

Dco  discovered 
iree  years  ago, 
it  tried  to  start  a 
lay  near  a  natu- 
s  field  it  had 
lusly  found  in 
jast  Oklahoma. 


K  TFnHNini  DRY 


THE  1970s 
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A printout  of  a  seismic  survey  (left)  token  in  the  Beaufort  Sea  near  Barter  Island,  Alaska, 
was  interpreted  by  several  geophysicists.  But  pone  detected  telltale  'bright  spots' 
associated  with  oil  and  natural-gas  traps.  Using  computer-aided  exploration  technology, 
port  of  this  area  was  enhanced  (right),  revealing  a  series  of  potentially  significant  traps 
(red  and  yellow  spots).  A  geologist  would  most  likely  recommend  drilling  what  is  called  a 
deviated  well,  as  opposed  to  a  vertical  well,  that  could  top  all  three  traps 
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COMPUTER-AIDED 
OIL  EXPLORATION... 
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But  wading  through  the  massive  data 
base  it  had  amassed  proved  hopeless. 
Then,  it  turned  to  Caex — and  hit  oil  or 
gas  on  10  of  the  12  wells  it  drilled  in  the 
area,  called  the  Arkoma  Basin.  Amoco 
says  that  compares  with  a  13%  hit  rate 
for  smaller  competitors.  The  company 
credits  Caex  for  helping  lower  finding 
costs  from  $9.20  to  $5  a  barrel  since 
1985. 

It  will  be  hard  to  keep  this  edge  for 
long.  Like  prices  for  computers  in  gener- 
al, the  cost  of  CAEX 
systems  is  falling  rap- 
idly. Since  1986,  a  typi- 
cal system  has 
plunged  from  $350,000 
to  less  than  $100,000, 
so  that  even  the  little 
guys  can  afford  to 
jump  in.  Louisiana 
Land  &  Exploration 
Go.  has  a  dozen  or  so 
CAEX  workstations. 
Executive  Vice-Presi- 
dent John  F.  Greene 
credits  them  with 
helping  the  company 
hit  oil  on  32  of  the  50 
wells  it  has  drilled  in 
Alberta,  Canada. 

Now,  researchers 
are  working  to  push 
the  technology  fur- 
ther. Landmark  is  re- 
fining its  software:  A 
new  version  allows 
seismic,  well,  and  oth- 
er data  to  be  viewed  in 
separate  windows  or  a 


single  model  on  the  screen.  And  at  Amo- 
co's  research  center  in  Tulsa,  research- 
ers are  drawing  on  rock  samples  from 
actual  wells  to  develop  software  that  re- 
constructs how  different  rocks  formed 
over  the  ages — which  may  help  them 
pinpoint  oil-bearing  formations. 

Meanwhile,  at  the  U.  S.  Geological 
Survey  in  Denver,  geologist  Christopher 
C.  Barton  is  using  the  burgeoning  math- 
ematical technique  of  fractal  geometry 
to  try  to  figure  out  how  much  oil  and 
natural  gas  remains  in  the  earth.  The 
idea  is  to  calculate  how  many  more  oil 
fields  of  a  certain  size  may  be  found, 
based  on  the  distribution  of  such  fields 
so  far. 

NEW  MATH.  This  technique  can  be  applied 
to  rock  itself.  Previous  geological  mod- 
els have  had  to  treat  a  given  formation 
as  uniform.  But  different  areas  of  the 
same  rock  type  can  have  varying  de- 
grees of  porosity — affecting  the  ability 
to  extract  oil.  "In  fractal  geometry," 
says  Barton,  "we  have  a  mathematics 
that  permits  accurate  quantification  of 
the  patchiness"  of  oil-bearing  rock. 

Whether  all  this  will  pan  out  is  hard  to 
say.  But  one  thing  is  clear:  Oil  compa- 
nies are  no  longer  content  with  the  way 
things  were.  Many  now  see  improved 
technology  as  the  biggest  factor  in  their 
future  success.  "Oil  is  getting  harder  to 
find,  so  you  have  to  be  smarter  at  find- 
ing it,"  says  Robert  Dupree,  an  Amoco 
exploration  official.  "Who  uses  [technol- 
ogy] the  best  will  decide  who  wins  out  in 
the  next  century." 

By  Mark  Ivey  in  Houston,  mth  Richard 
A.  Melcher  in  London  and  bureau  reports 
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)  BY  EMILY  T.  SMITH 


IDOW  WASHING  WITHOUT 
ELBOW  GREASE 


ost  home-owners 
would  probably 
rank  window  washing 
among  the  most  unpleas- 
ant of  chores.  Glass 
holds  a  thin  layer  of 
moisture  on  its  surface, 
which  traps  dust  and 
grime.  Add  to  this  the 
microscopic  irregular- 
ities of  the  material,  and 
it's  easy  to  see  how, 
over  time,  glass  becomes 
soiled  and  spotted. 
Great  Lakes  Window 
subsidiary  of  Ply-Gem  Industries  Inc.,  now  has  help  for 
fed  up  with  dirty  windows.  The  company  is  selling 
ws  covered  with  a  polymer  coating  that  does  for  win- 
what  Teflon  does  for  pans.  The  coating,  applied  to  regu- 
iss,  smooths  the  surface,  making  it  more  difficult  for 
adhere.  That  cuts  cleaning  time  by  about  50% — and  all 
needed  is  a  hose  and  a  squeegee  or  soft  cloth.  The 
g  doesn't  crack  or  peel  and  lasts  indefinitely,  according 
company.  Developed  in  Europe,  it  was  first  used  several 
ago  at  London's  Heathrow  Airport,  where  control-tower 
ws  are  bombarded  with  airplane  fumes,  rain,  and  soot. 


ETTER  WAY  TO  ZAP 

ISE  FRECKLES  AND  SPOTS 


;kles,  age  spots,  and  brown  birthmarks  have  one  thing  in 
nmon — they're  unwanted  by  millions  of  people  who  have 
But  getting  rid  of  these  benign  lesions  hasn't  been  easy, 
lonally,  lasers  have  been  used  to  remove  them.  But  that 
d  has  had  limited  success  because  of  the  danger  of 
ig  or  the  permanent  loss  of  normal  skin  pigmentation. 
ii,  Candela  Laser  Corp.  is  shipping  a  new  laser  that  it 
;an  remove  these  spots  without  scarring  or  loss  of  skin 
The  $160,000  device  sends  pulses  of  light  that  are  ab- 
l  only  by  the  color  of  the  lesions,  which  are  just  under 
:in.  This  breaks  them  up,  and  they're  absorbed  in  the 
tream.  The  light  goes  through  the  outer  layers  of  skin 
)ols  off  before  the  skin  is  scarred  by  color  or  lesions.  In 
the  Candela  Pigmented  Lesion  Laser  cleared  up  85%  to 
f  age  spots,  freckles,  and  brown  birthmarks.  Dermatolo- 
md  plastic  surgeons  charge  from  $200  to  $400  per  treat- 
with  the  laser — but  it  could  take  several  treatments 
:  the  procedure  has  the  desired  effect. 


E  COMPUTER  VIRUSES 
NED  INTO  A  PLAGUE? 


iputer-virus  infections  will  soon  reach  epidemic  propor- 
3ns.  Evidence  indicates  that  if  you  haven't  already  been 
a  virus  attack,  you  won't  have  long  to  wait.  A  recent 
by  the  Data  Processing  Management  Assn.  found  that 
f  approximately  200  companies  surveyed  had  been  ac- 
I  by  some  kind  of  virus  in  January  alone.  That's  triple 
?ure  for  the  1990  first  quarter. 

iputer  viruses  are  programs  that  hide  within  a  personal 


computer  and  replicate  themselves,  quietly  infecting  floppy 
disks  and  programs  transferred  to  other  PCs.  Then,  triggered 
by  a  date  or  some  other  event,  the  virus  erupts  into  action. 
Destructive  strains  such  as  the  Stoned  Virus  can  erase  or 
garble  everything  stored  on  a  hard  disk.  Others  merely  disrupt 
work.  In  all,  some  500  viruses  have  been  found,  and  more  are 
popping  up  every  week.  To  detect  and  remove  viruses  before 
they  cause  damage,  several  companies  have  developed  vac- 
cines, including  Central  Point  Software  in  Beaverton,  Ore., 
Cleveland's  Certus  International,  Parsons  Technology  in  Cedar 
Rapids,  Iowa,  and  Symantec's  Peter  Norton  group  in  Santa 
Monica,  Calif.  Prices  range  from  $100  to  $130.  Free  virus-fight- 
ing programs  and  advice  can  be  obtained  from  computer  bulle- 
tin boards  on  both  coasts.  These  are  run  by  the  Computer 
Virus  Industry  Assn.  and  Ross  M.  Greenberg,  a  New  York 
programmer  who  has  written  several  antivirus  programs. 


NOW,  PLASTIC  DOESN'T 
HAVE  TO  LOSE  ITS  PLASTICITY 


Polyvinyl  chloride,  or  PVC,  is  already  the  world's  most  popu- 
lar plastic,  accounting  for  nearly  a  third  of  all  plastics 
products — from  pipes  and  house  siding  to  squeeze  bottles  and 
food-wrap  films.  Soon,  it  could  be  suitable  for  an  even  greater 
variety  of  uses,  thanks  to  a  chemistry  trick  from  the  Weiz- 
mann  Institute  of  Science  in  Rehovot,  Israel. 

PVC  is  inherently  brittle  and  stiff.  To  make  it  tougher  and 
more  flexible,  suppliers  have  to  mix  in  a  so-called  plasticizer. 
Trouble  is,  this  additive  gradually  migrates  out  of  the  polymer, 
so  the  PVC  becomes  increasingly  brittle  again.  Now,  scientists 
at  Weizmann's  Materials  Research  Dept.  have  developed  a 
liquid  treatment  that  blocks  the  plasticizer's  escape.  Applied  to 
PVC,  the  solution  triggers  a  chemical  reaction,  causing  polymer 
molecules  on  the  plastic's  surface  to  "cross-link,"  or  chemically 
knit  together.  The  molecules  close  ranks  so  tightly  that  the 
plasticizer  has  a  tough  time  getting  through. 


SMOKING  SPARERIBS 
OVER  THE  SPORTS  SECTION 


If  you  enjoy  a  good 
burger — and  also  fret 
about  all  of  the  news- 
print piling  up  in  land- 
fills— Safari  Industries 
can  help  you  eat  well 
and  pollute  less  without 
leaving  the  backyard. 
The  Wichita  company 
now  has  a  barbecue  grill 
that  uses  newspapers  as 
its  fuel.  As  a  result,  the 
Safari  Qwik-Cook  Grill 
doesn't  produce  harmful 
emissions,  as  do  grills 
using  charcoal  and  lighter  fluid.  That's  good  news  especially 
for  barbecue  fans  in  Los  Angeles,  which  has  banned  the  use  of 
ozone-depleting  lighter  fluid  starting  in  1992. 

To  make  a  burger,  place  10  or  12  crumpled  newspaper  pages 
in  the  base  of  the  cooker,  and  light  them.  The  grill's  inverted- 
pyramid  shape  controls  the  air  flow  so  the  paper  burns  slowly 
but  intensely  for  about  15  minutes.  This  design  is  based  on  a 
cooking  method  used  by  big-game  hunters  in  Africa.  A  ham- 
burger cooks  in  about  four  minutes,  while  an  inch-thick  steak 
takes  eight  minutes.  The  $29.99  Safari  grill  is  sold  at  Sears, 
Ace  Hardware,  and  ShopKo. 


COMPUTER 
CONFUSION 

A  JUMBLE  OF  COMPETING,  CONFLICTING  STANDARDS  IS  CHILLING  THE  MARKEli 


One  day,  the  boss  tells  you  to 
shop  around  for  some  new  com- 
puters for  the  corporation.  So 
you  call  in  some  experts  for  advice. 

"First,"  says  one,  "you've  got  to  pick 
your  hardware — CISC  or  RISC?  If  you  go 
with  the  IBM  PC  standard — that's  CISC — 


you'll  also  have  to  choose  between  EISA 
or  MCA.  With  RISC,  there's  ACE,  along 
with  Sparc,  RS/6000,  pa,  the  Motorola 
88000,  and  ... ." 

"No,"  another  expert  chimes  in.  "You 
should  really  pick  your  basic  software 
first.  Do  you  want  ms-dos  4.0  or  OS/2 


Release  1.0?  Of  course,  there's 
too,  but  which  flavor?  Xenix,  Ul 
Dynix,  Aix,  AUX,  Berkeley  4.0,  Systei 
Each  one's  different,  you  know." 

"But  what  about  the  GUI?"  asks 
another.  "There's  Motif,  NewWave, 
sentation  Manager,  Windows  3.0,  0 


MISSING  LINKS 


^  s 


The  demand  for  open  systems — compu, 
around  commonly  accepted  standards- 
computer  makers  scrambling  to  make  th 
ufts  the  standard.  In  desktop  computers 
larly,  they  're  pushing  three  categories  o 
ogy:  hardware,  operating  systems,  and 
user  interfaces.  It  s  not  a  Chinese  menu- 
can  7  necessarily  mix  any  element  in  ont 
ry  with  any  element  in  the  other  two.  Bu 
ements  are  interchangeable,  and  the  trii 
customer  is  to  figure  out  which  combina 
become  standards 

HARDWARE  PLATFORM  The  computer  cc 
built  around  RISC  (reduced  instruct 
nputing)  microchips  or  older  CISC  (co 
struction-set  computing)  chips 

OPERATING  SYSTEM  The  basic  software 
trols  the  computer  can  be  a  de  facto  sta 
juch  as  Microsoft's  MS-DOS  or  one  of  tl 
ens  of  versions  of  Unix,  the  closest  thing 
open-systems  standard 


l!D 


^  GRAPHICAL  USER  INTERFACE  This  is  the  p 
that  jets  you  point  to  symbols  on  a  sere 
than  learn  complex  instructions.  But^ 
GUI-will  attract  the  most  software? 


)ESQview  . . .  And  don't  forget  net- 
SNA  or  OSI?  EtherNet  or  Token 

LU  6.2  or  TCP/IP?  What'll  it  be?" 
about  an  aspirin,  you  think,  or  a 

nk.  Even  the  federal  government 
have  so  many  acronyms  to  keep 

if. 

t  worry,  you're  not  alone.  A  lot  of 
ire  puzzled  these  days  when  it 
to  planning  and  buying  informa- 
stems.  From  tiny  software  compo- 
o  globe-spanning  networks,  there 
re  options  than  even  the  experts 
»e  with.  And  the  stakes  are  higher 
/er.  One  wrong  choice,  data-pro- 
■  chiefs  fear,  and  their  company's 
ition  strategy — and  its  very  com- 
:ness — may  be  undone. 
iXED.  Ironically,  much  of  this  con- 
over  computers  stems  from  a 
ig  effort  by  customers  and  sup- 
,0  make  things  simpler.  The  idea, 
at  forth  nearly  a  decade  ago,  is 
adhering  to  certain  standards  for 
ire,  software,  and  communica- 


tions interfaces,  computers  would  be  far 
easier  to  buy,  connect,  and  use. 
Throughout  the  1980s,  the  idea  gathered 
momentum — largely  because  the  de  fac- 
to standard  set  by  the  IBM  PC  showed 
how  well  the  idea  could 
work.  Standards  fostered 
competition,  which  caused 
prices  to  fall  and  showered 
customers  with  thousands 
of  compatible  machines. 

With  the  standard  PC,  if 
you  didn't  like  one  hard- 
ware maker,  you  could 
switch  to  any  of  the  dozens 
of  other  PC-compatible 
brands  with  no  fear  of  los- 
ing your  software  invest- 
ment. And  if  you  didn't  like 
a  program  you  had  bought,  you  could 
replace  it  without  having  to  change  your 
hardware.  It  was  a  welcome  change 
from  the  preceding  20  years,  during 
which  customers  had  been  locked  into 
single-source,  proprietary  computer  de- 


signs— and  had  paid  through  the  nose 
for  any  add-on  gear  or  software  they 
ordered.  If  we  can  avoid  that  with  the 
PC,  customers  began  wondering,  why 
not  with  all  types  of  computers? 

Great  in  theory,  a  quag- 
mire in  reality.  "Stan- 
dards" and  "open  systems" 
have  become  perhaps  the 
most  overworked  and 
meaningless  words  in  the 
computer  industry,  man- 
tras that  every  supplier 
feels  obligated  to  chant  as 
often  as  possible.  Yet 
there's  almost  no  agree- 
ment on  what  those  terms 
ought  to  mean  (box,  page 
74).  Are  open  systems 
those  that  simply  can  exchange  informa- 
tion over  a  wire,  or  must  they  also  run 
each  other's  software?  Should  they  be 
built  from  standard  parts,  or  from  parts 
that  conform  to  certain  standards?  Per- 
haps the  only  point  of  agreement  is  that 
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OPERATING  SYSTEMS  SOFTWARE 


MS-DOS  (Microsoft) 
OS/2  (Microsoft/IBM) 
XENIX*  (Santa  Cruz  Operation) 
AIX*  (IBM) 
DYNIX*  (Sequent) 


MACINTOSH  OS/SYSTEM  7  (Apple) 
AUX*  (Apple) 
UNIX  V.4*  (AT&T) 
MACH*  (NeXT) 
SUN  OS*  (Sun) 


GRAPHICAL  USER  INHRFACES 


WINDOWS  (Microsoft) 
PRESENTATION  MANAGER  (IBM) 
DESQVIEW  (Quarterdeck) 

MOTIF  (Open  Software  Foundation) 


MAC  OS  (Apple) 
MOTIF  (OSF) 
NEXTSTEP  (NeXT) 
OPENLOOK  (Sun) 


AIX*  fIBMi 


000  Series 


workstations 

>n  Graphics  workstations 

paq  workstations  (due  out  1992) 

mid  Systems  minicomputers 


ULTRIX*  (Digital) 

OSx*  (Pyramid) 
OSF/r  (OSF) 


Jurne  wori 
u  workstalici  , 


•VARIANTS  OF.UMIX 


PRESENTATION  MANAGER  (IBM) 

MOTIF  (OSF) 


WINDOWS  (Microsoft) 
MOTIF  (OSF) 


3  88000  ^^^H 

DG/UX*  (Data  General) 
UmX  v.4*  (AT&T! 

MOTIF  (OSF) 

General  workstations,  minis 
^s  workstations 

HP/UX*  (Hewlett-Packard) 

MOTIF  (OSF) 

ett-Packard 

OPENLOOK  (Sun) 


computer  buyers  want  the  low  prices 
and  huge  variety  that  the  PC  standard 
has  proven  are  possible. 

"Right  now  is  a  very,  very  confusing 
time — it's  really  frustrating  for  the  cus- 
tomer," says  Robert  H.  Dodds,  a  profes- 
sor who's  about  to  go  shopping  for  $1 
million  worth  of  desktop  computers  for 
the  civil  engineering  research  lab  at  the 
University  of  Illinois  at  Urbana-Cham- 
paign.  Indeed,  in  a  recent  Price  Water- 
house  survey  of  300  British  businesses, 
71%  indicated  that  while  uncertainty  was 
not  a  problem  five  years  ago,  it  has  be- 
come a  major  one  in  trying  to  manage 
information-processing  strategies  today. 
How  serious  is  the  uncertainty?  Bad 
enough  that  39%  of  those  surveyed  said 
they  are  dealing  with  computer  confu- 
sion by  simply  avoiding  purchases  of 
leading-edge  technologies  that  might  not 
fit  into  their  open-systems  strategies. 

There's  a  message  in  that  statistic  to 
send  chills  down  the  spines  of  computer- 
industry  executives:  Unless  computer 
confusion  is  cleared  up,  they  risk  a  seri- 
ous sales  slowdown.  Some  executives 
concede  as  much.  "Anv  time  there's  con- 


fusion, there's  the  opportunity  to  delay  a 
buying  decision — especially  during  a  re- 
cession," says  Intel  Corp.  Senior  Vice- 
President  David  L.  House.  "The  only 
question  is  how  much  of  an  impact  it's 
having."  House's  business — selling  the 
chips  that  run  PCs  and  PC  clones — has 
grown  at  a  healthy  rate,  but  many  parts 
of  the  industry  have  not  (page  78). 
CYNICAL  AND  CONFUSED.  Nobody  knows 
to  what  extent  computer  confusion  is 
slowing  sales.  At  the  very  least,  indus- 
try watchers  say  that  computer  ship- 
ments would  be  stronger  without  it. 
"They're  buying  much  more  slowly  than 
they  would  have,"  says  Cheryl  Currid, 
president  of  Currid  &  Co.,  a  Houston 
consulting  firm.  Currid,  who  recently 
quit  her  job  as  manager  of  desktop  sys- 
tems at  Coca-Cola  Foods  Business  Sec- 
tor, claims  her  degree  in  psychology  will 
be  especially  helpful  in  these  confusing 
times.  "I'm  going  to  make  a  fortune," 
she  says. 

A  quick  solution  to  computer  confu- 
sion seems  highly  unlikely.  On  the  con- 
trary, every  week  that  passes,  it  seems, 
another  computer  maker  adds  to  the 


complexity  by  proclaiming  that 
struck  on  the  magic  formula  for  ai 


system — if  only  the  market  would  P*^ 


its  products  as  a  standard.  D 
Equipment  Corp.,  for  instance,  is 
uled  to  announce  on  June  3  a  new  s 
gy  based  on  being  open — whateve  ^* 
means — in  every  sphere  of  its  bus 
including  "technology,  services 
business  practices."  And  with 
numbing  regularity,  groups  of  com 
and  software  makers  announce  f 
tion  of  yet  another  group  to  a( 
some  arcane  part  of  the  open-syi 
puzzle. 

But  for  all  the  proclamations, 
conferences,  and  speechifying,  com 
makers  have  been  slow  to  embrace 
open  systems.  Sales  of  computer: 
run  Unix,  the  American  Telepho 
Telegraph  Co.  operating  system  th£ 
been  regarded  by  many  as  the  fo 
tion  of  open  systems,  still  accour 
just  15%  of  the  market. 

Little  wonder  customers  are  cy| 
as  well  as  confused.  Consider  the 
over  Unix.  By  the  mid-1980s,  versi 
the  AT&T  software  had  been  writt( 


•iat 


iiB.it 


0/3 


Hipp 

pi  a 


JUST  WHAT  IS 
AN  OPEN  SYSTEM,  ANYWAY? 


To  anyone  who  takes  work  home  on 
a  floppy  disk  to  finish  up  on  a  per- 
sonal computer,  it's  clear  what 
"open  systems"  are:  computers  that  use 
the  same  software  no  matter  what  brand 
or  size  they  are.  But  ask  a  group  of 
computer  executives  to  define  open  sys- 
tems, and  in  a  nanosecond  they'll  be 
snarling  at  each  other  like  jackals. 

It's  not  just  a  fight  over  semantics, 
although  that's  part  of  it.  Each  computer 
maker  has  something  to  gain  and,  poten- 
tially, much  to  lose  from  open  systems. 
Customers,  meanwhile,  sit  on  the  side- 
lines, more  baffled  by  the  minute.  "Most 
of  it  is  hype,"  gripes  James  M.  Rosbor- 
ough,  a  manager  who  oversees  computer 
purchases  at  Great- 
West  Life  Assurance 
Co.  in  Denver. 

The  definition  of 
open  system  has  broad- 
ened since  first  gaining 
currency  a  decade  ago. 
But  in  general,  it  refers 
to  the  use  of  stable, 
publicly  defined,  or 
"standard,"  interfaces 
between  computer  sys- 
tems or  between  the 
components  inside 
those  systems. 


The  earliest  efforts  toward  open  sys- 
tems can  be  traced  to  the  late  1970s. 
With  IBM  dominant,  other  manufacturers 
saw  that  to  survive,  their  computers  had 
to  exchange  data  with  IBM's — and  with 
each  others'  systems.  But  IBM  kept  its 
networks  closed,  mainly  by  withholding 
key  technical  details.  So  competitors  put 
their  heads  together  to  create  an  alterna- 
tive: the  Open  Systems  Interconnect  (OSI) 
protocols,  a  set  of  communications  rules 
now  used  in  many  computer  networks. 
BUZZWORDS.  In  the  1980s,  newcomers  to 
the  computer  industry  began  pushing  for 
standards  at  a  more  fundamental  level: 
the  operating  system  software  that  di- 
rects a  computer's  basic  functions.  That 
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Sparc  is  less  open 

because,  until 
recently,  Sun  had 
not  licensed  its  most 
advanced  operating 
system  to  other 
Sparc  users 

WILLIAM  H.  GATES  III 
MICROSOFT 


would  save  each  of  them  the  e| 
creating  and  maintaining  a  n 
ing  system.  It  would  also  en 
machines  to  fit  in  a  network  wii 
ease  and  ensure  that  softwai 
for  one  machine  would,  with 
modification,  run  on  another.  T 
American  Telephone  &  Teleg: 
Unix  software.  With  Sun  MiaBi'Tiit 
Inc.  leading  the  way,  Unix  be 
standard  for  engineers  and 
mers.  Now,  Unix  is  spreading  t< 
cial  data  processing,  too.  And  a 
ly  a  decade,  Unix,  open  syst  rSi 
industry  standard  are  virtual! 
mous  buzzwords. 

But  Unix  has  been  eclipsei 
most  pervasive  industry  standi 
the  IBM  PC.  Big  Blue  built  it! 
largely  from  components  that 
could  buy,  such  as  Intel  Corp.'s 
crochip  and  Microsoft  Corp 
software.  Encouraged  by  IV 
clonemakers  soon  flooded  th< 
One  thing  that  made  the  PC 
so  strong,  despite  challeng 
more  capable  operating  sysb 
as  Unix,  was  its  comprehei 
While  Unix  specified  only  an 
system,  the  PC  standard  tak 
operating  system  and  much  oi 
puter's  hardware.  That  comb 
what  makes  it  possible  to  p( 
out  of  your  IBM  computer  in  I 
les  and  resume  work  by  insei 
a  Toshiba  laptop  in  Prague 

But  is  the  PC  an  open  systi 
according  to  Sun  Microsyste] 


hiiiff  from  PCs  to 
;oniputers.  That 
at  the  promise  of 
ly  universal  oper- 
system,  the  basic- 
re  that  runs  a 
ter.  If  all  comput- 
1  Unix,  it  seemed, 
roo;rams  and  data 
)e  shifted  at  little 
om  one  system  to 
r. 

;s.  But  just  as 
)mputer  makers 
1  ready  to  agree 
e  common  Unix 
1 — supplied  by 
with  help  from 
tation  king  Sun 
ystems  Inc. — the  industry  split 
the  middle.  A  group,  led  by  IB.M, 

Equipment,  and  Hewlett-Pack- 
h.ich  didn't  want  to  cede  control  of 
I  critical  technology  to  Sun  and 
in  1988  set  out  to  create  its  own 
rhe  Open  Software  Foundation  es- 
ly  set  out  to  duplicate  the  capabili- 

at&t's  Unix  from  scratch.  But 
;ult,  called  OSF/1,  is  incompatible 
iT&T's  prod- 


The  oldest  marketing 
technique  in  the  world  is 

to  create  confusion  if 
you're  losing.  There  are  a 
lot  of  companies  spending 
a  lot  of  money  to  create 
confusion 

DAVID  L.  HOUSE 
INTEL  CORP. 


uct  and  isn't  expected  to  reach  custom- 
ers until  late  this  year. 

What's  really  going  on?  In  a  word: 
politics.  Computer  makers  are  trying  to 
bend  the  standards  movement  to  their 
advantage.  They  have  seen  how  stan- 
dards can  "radically  change  the  dynam- 
ics and  structure  of  the  industry  and 
turn  price  into  a  brutal  competitive 
weapon,"  says  Peter  Griffiths,  group 
marketing  director  for 


Hoskyns  Group,  a  Brit- 
ish systems  integrator 
owned  by  France's  Cap 
Gemini  Sogeti.  Specifi- 
cally, standards  threat- 
en to  eliminate  the  ad- 
vantages that  propri- 
etary systems  have 
given  market  leaders 
such  as  IBM  and  DEC. 
Their  designs  have  de- 
livered healthy  profits 
largely  because  they've 
made  switching  from 
one  proprietary  brand 
to  another  prohibitively 
costly. 

But  customers,  hav- 
ing tasted  the  benefits 
of  standards  in  the  IBM  PC,  now  want 
them  wherever  possible.  "Large  vendors 
of  computer  hardware  are  no  longer 
able  to  drive  the  users,"  says  Edward  L. 
Prichard,  director  of  technical  services 
at  the  biomedical  information  communi- 
cations center  at  Oregon  Health  Sci- 
ences University  in  Portland.  "We'll  nev- 
er go  back  to  a  marketplace  dominated 
by  a  small  group  of  vendors." 

So  computer  makers  are  doing  what 


ilcNealy.  He 
;hat  even 
•e  are  clones 
!l  chips  and 
ift  operating 

standard  is 
use  it  is  con- 
hose  compa- 
rers its  own 
ndard  built 

Sparc  chip 
i  and  graph- 
iterface  pro- 
it  28  compa- 
auilding  or 
id  computers  based  on  Sparc, 
ailable  from  five  chipmakers. 
Sun's  claims  to  openness  have 
ichallenged,  either.  "Show  me 
more  open  than  we  are,"  says 
Chairman  William  H.  Gates 
jues  that  Sparc  is  less  open 
;  because,  until  recently.  Sun 
;ensed  the  most  advanced 
ts  operating  system  to  oth- 
of  Sparc  machines.  Micro- 
itrast,  provides  IBM  and  all 
(xactly  the  same  versions  of 
IS  keeping  them  on  equal 
lat's  more.  Sun  has  tried  to 
irc  dealers  that  sell  its  gear 
ig  clones.   "Sun  is  more 

IBM  when  it  comes  to  the 

argues  Intel  Senior  Vice- 
)avid  L.  House, 
what  is  an  open  system? 
the  product  of  a  committee 
approach,  according  to  Digi- 


With  a  standard 
interface,  makers  of 

hardware  and 
software  are  free  to 
innovate  on  either 
side  of  the 
connection 

WILLEM  P.  ROELANDTS 
HEWLEH-PACKARD 


tal  Equipment  Corp.  President  Kenneth 
H.  Olsen's  famous  quip,  takes  so  long 
that  the  results  are  about  as  appealing 
and  as  leading-edge  as  a  Russian  truck. 
But  if  the  standards  are  merely  handed 
down  by  a  couple  of  powerful  suppliers, 
how  will  they  know  what  features  are 
best  for  everybody  concerned — con- 


Despite  clones  of 
Intel  chips  and 
Microsoft's 
operating  system, 
the  PC  standard  is 
closed,  since  those 
companies  control  it 

SCOTT  McNEALY 
SUN  MICROSYSTEMS 


sumers  as  well  as  computer  makers? 

The  answer  may  be  to  scale  back 
expectations  of  what  an  open-systems 
standard  should  do.  By  and  large,  com- 
puter makers  argue  that  standards 
should  be  applied  to  things  such  as 
interfaces  allowing  one  computer  to 
communicate  with  another.  With  a 
standard  interface,  makers  of  hard- 
ware and  software  are  free  to  innovate 
on  either  side  of  the  connection,  notes 
Willem  P.  Roelandts,  vice-president 
and  general  manager  of  Hewlett-Pack- 
ard Co.'s  Networked  Systems  Group. 
By  contrast,  a  standard  product  such 
as  the  PC  "stops  innovation,"  he  says. 

Whatever  their  approach,  computer 
makers  have  little  choice  but  to  vow  alle- 
giance to  open  systems.  Boston-based 
consultants  DMR  Group  Inc.  says  10%  of 
the  2,400  corporate  computer  customers 
it  recently  surveyed  have  installed  what 
they  call  open  systems,  up  from  6%  just 
a  year  ago.  The  custom- 
er survey  also  found 
something  else  about 
suppliers'  claims  of 
openness,  however, 
says  DMR  Vice-Presi- 
dent Donald  Tapscott: 
"Customers  are  skepti- 
cal." To  grab  those 
open-systems  sales, 
suppliers  will  have  to 
stop  bickering  and  start 
delivering. 

By  Robert  D.  Hof  in 
San  Francisco 


they  can  to  make  sure  that  the  stan- 
dards that  do  prevail  are  ones  they  can 
live  with.  Hence  the  formation  of  groups 
such  as  OSF  and  the  continuous  series  of 
deals,  alliances,  and  endorsements  that 
punctuate  the  industry.  Prichard  views 
such  pacts  "as  a  classic  struggle  of  a 
bunch  of  dukes  and  barons." 

Nowhere  are  the  politics  more  Byzan- 
tine than  in  desktop  computers.  As  the 
original  PC  standard  api)roaches  its  10th 
birthday,  60  million  compatible  machines 
make  for  a  monumental  market.  But, 
says  John  E.  Warnock,  chief  executive 
of  software  maker  Adobe  Systems  Inc., 


Sun's  machines  are  ready  to  take  on  the 
big  business  jobs,  the  company  argues. 

Sun's  attempt  to  set  a  new  desktgp 
standard,  naturally,  has  inspired  yet  an- 
other group.  This  time,  21  companies, 
including  Microsoft,  DEC,  and  No.  1  PC 
clone  maker  Compaq  Computer  Corp., 
have  created  a  group  called  ACE  (for  Ad- 
vanced Computing  Environment).  To 
cloud  already  murky  waters,  the  group 
is  proposing  two  hardware  standards  for 
desktop  computers — one  based  on  Intel 
microchips  and  another  based  on  RISC 
chips  from  Sun  rival  .MIPS  Computer  Sys- 
tems Inc.  What's  more,  ACE  includes  two 
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today's  PC  design  isn't  up  to  the  most 
challenging  jobs  that  customers  want  to 
do  on  their  desktops.  That  has  thrown 
the  microcomj)uter  business  into  a  tizzy. 

Microsoft's  advice  is  for  customers  to 
update  its  ms  dos  operating-system  soft- 
ware with  Windows  3.0,  a  graphics  sys- 
tem resembling  Apple  Computer  Inc.'s 
Macintosh.  Big  Blue,  though,  wants  cus- 
tomers to  move  on  from  MS-DOS  and 
adopt  OS/2  2.0,  an  upcoming  version  of 
the  OS/2  operating  system  it  originally 
wrote  with  Microsoft  but  is  now  develop- 
ing itself.  Microsoft,  meanwhile,  says  it's 
working  on  a  completely  new  program 
called  OS/2  3.0,  which  would  run  pro- 
grams written  for  either  Windows  or 
IBM's  version  of  OS/2. 

At  the  same  time,  workstation  mak- 
ers, such  as  Sun,  see  a  big  opportunity. 
If  PC  customers  are  to  switch  from  the 
original  MS-DOS  standard,  why  shouldn't 
they  simply  trade  up  to  workstations? 
Those  machines  aren't  much  more  ex- 
pensive than  PCs,  and  their  RISC  (reduced 
instruction-set  computing)  chips  give 
I  them  far  more  power.  Further,  with 
I  their  Unix  operating  systems,  built-in 
'  graphics,  and  network  connections. 


software  standards:  Microsoft's 
OS/2  3.0  and  a  new  version  of 
Unix  being  developed  by  Santa 
Cruz  Operation  Inc.  No  .^CE-com- 
patible  products  are  due  from  the 
Compaq-led  group  for  18  months, 
though.  "Big  hat,  no  cattle," 
sneers  Sun  Chairman  Scott 
McNealy. 

SMOKE  SCREEN.  The  overall  ef- 
fect of  these  coalitions,  say  crit- 
ics, is  confusion  and  delay.  That, 
suggests  Intel's  House,  may  be 
intentional.  "The  oldest  marketing  tech- 
nique in  the  world  is  to  create  confusion 
if  you're  losing,"  he  says.  "There  are  a 
lot  of  companies  spending  a  lot  of  money 
to  create  confusion."  By  distracting  the 
market  with  new  proposals  and  consor- 
tiums, companies  that  are  behind  in  tech- 
nology can  buy  time.  Griffiths  of  the 
Hoskyns  Group  has  a  similarly  cynical 
view,  which  puts  a  new  spin  on  Karl  von 
Clausewitz'  famous  dictum  about  war 
being  the  practice  of  diplomacy  in  anoth- 
er guise:  "Standards  bodies  and  industry 
alliances  are  the  continuation  of  competi- 
tion by  other  means." 
Still,  there  is  a  very  real  reason  for 


computer  makers  to  cooperate: 
can't  afford  to  go  it  alone  any  lonj 
particularly  in  writing  the  con 
software  that  is  needed  to  stitch  to 
er  computer  networks.  And  the  chi 
of  one  company  creating  de  facto  r 
try  standards  are  getting  slimmer  b 
day.  The  answer,  then,  is  to  spreai 
risk  and  expense  across  a  group, 
members  contributing  money  and 
nology  and  sharing  whatever  co  Itiii  ui 
nents  they  can.  Alliances  also  pn 
critical  mass — enough  compatible 
tems  to  ensure  that  software 
written  for  that  design. 

While   the   co^iit )« 
tiums  may  be  a 
way  for  computer 
ers  to  cope  with 
dards,  they  also 
have  an 
negative  effect 
computer  buyers. 
University  of  Illi 
Dodds,  for  one, 
that  by  the  time 
groups  get  finilkeliK 
accommodating 
member's  intertst 
they  won't  com4toraers 
with  a  standard 
has  the  most  adva|aii 
technology.  Open 
tems  standards 
says,   "give  ven 
an     excuse  to 
mediocre 

Despite  such  f( 
the  customer  pus 
what's  keeping 
open-systems  e 
going,  albeit  at  a 
pace.  "We  spend  a 
mendous  amount  o: 
ergy  trying  to 
heterogeneous 
puter  systems] 
together,"  says 
Smyth,  assistant 
president  for  in 
mation  systems 
standards-watcheiji 
Metropolitan  Life  Insurance  Co. 
love  it  if  some  of  these  [stand; 
groups]  were  stronger,  more  effec|e's 
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■  'We're  an  arena 
for  wrestling 
incompatibilities 
to  the  ground,' 
says  X/Open's 
Geoff  Morris 
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and  more  responsive." 

Many  companies  are  taking  the  ^ 
dards  effort  into  their  own  hand& 
least  within  their  own  offices  (box). 
Life,  for  example,  established  an  ei|nii 
member  standards  group  in  the 
1970s.  It  sets  standards  for  how  ir 
mation  should  be  stored  and  compu 
programmed.  Changes  to  those  rules 
cur  only  if  they  give  the  company  a 
ly  big  technological  advance.  "It's 
likely   for   us   to   shift  unless 
advantage  is  so  significant  it  outwei 


ees  4 
oace  ii 
tfompt 
m  svsti 


5t  of  shifting,"  says  Smyth, 
ngering  confusion  over  open  sys- 
asn't  stopped  customers  from 
the  benefits.  David  M.  Carlson, 
nce-president  of  corporate  infor- 
sy stems  at  K  mart  Corp.,  esti- 
that  a  move  to  open  systems 
is  company  more  than  $100  mil- 
he  past  three  years.  The  retailer 
ss  on  hardware  and  saved  again 
ramming  costs,  he  says. 
.OUT.  John  W.  Biggs,  senior  vice- 
it  of  hotel  administration  at  Hy- 
;els  Corp.  in  Chicago,  says  it's 
aking  the  plunge  into  open  sys- 
ow,  even  with  the  uncertainty. 
Tie  point,"  he  says,  "you  have 
t  your  flag  in  the  ground  and 
a  direction."  Hyatt  did  when  it 
3  buy  $75  million  worth  of  Unix- 
jystems  for  its  110  U.  S.  hotels 
data  center.  A  network  of  niini- 
srs  from  Hewlett-Packard,  AT&T, 
ramid  Technology  Corp.  handles 
reservations  and  other  transac- 
day.  The  switch  to  Unix  has  put 
n  the  driver's  seat,  he  says,  be- 
omputer  makers  know  he  really 
e  his  business  elsewhere:  "I  can 
vhomever  I  want  and  negotiate 
t  deal." 

)mers  are  flexing  their  new  mus- 
h  their  own  consortiums.  No  few- 
n  20  customer  alliances  have 
up  to  speed  the  often  snail-slow 


standards  process.  Such  groups  as  the 
User  Alliance  for  Open  Systems,  Petro- 
Technical  Open  Software,  and  Computer 
Users  of  Europe  are  amplifying  the  cus- 
tomers' message  to  manufacturers  and 
giving  them  more  influence  over  how 
computer  standards  evolve. 

Perhaps  the  most  influential  group  of 
all  is  one  that's  bringing  computer  buy- 
ers and  sellers  together.  That's  X/Open 
Company  Ltd.  Founded  in  England  in 
1984,  X/Open  is  an  umbrella  group  of  21 
member  manufacturers,  an  advisory 
council  of  30  U.  S.  and  European  custom- 
ers, and  a  variety  of  international  stan- 
dards organizations,  such  as  OSF.  It  is 
creating  a  broad,  evolving  set  of  stan- 
dards, collected  from  the  marketplace 
and  from  formal  standards  bodies. 

In  theory,  any  computer  system  that 
conforms  to  X/ Open's  software  inter- 
faces can  run  any  program  written  to 
those  standards.  So  far,  180  products 
have  earned  the  X/Open  XPG3  brand — a 
sort  of  Good  Housekeeping  Seal  of  Ap- 
proval— by  showing  that  they  can  pass 
the  5,500  tests  administered  by  X/ 
Open's  special  software.  "We're  an  are- 
na for  wrestling  incompatibilities  to  the 
ground  and  increasing  the  size  of  the 
open-systems  market,"  says  X/Open 
President  and  CEO  Geoff  Morris.  Cus- 
tomers ranging  from  several  Spanish 
government  ministries  to  the  U.  S. 
Air  Force  now  shop  almost  exclusively 


for  products  bearing  the  X/Open  seal. 

X/Open's  neutrality  and  its  approach 
to  standards  help.  For  example,  by  set- 
ting standards  for  interfaces — or  points 
of  connection  between  machines  and  be- 
tween hardware  and  software — it  does 
not  lock  the  industry  into  any  specific 
design.  This,  many  industry-watchers 
figure,  is  the  best  of  all  possible  worlds, 
giving  customers  the  standardization 
and  low  prices  they  crave  while  still  per- 
mitting hardware  and  software  makers 
to  perform  all  the  wizardry  they  want — 
up  to  the  point  of  the  standard  interface. 

But  while  X/Open  has  earned  respect, 
it  hasn't  had  enough  influence  to  break 
through  all  the  confusion.  As  experi- 
enced computer  buyers  know,  de  facto 
standards  such  as  the  PC  have  tended  to 
sweep  aside  committee  efforts.  So  confu- 
sion abounds.  But  that,  too,  is  a  boon  to 
some:  Because  a  lack  of  standards 
makes  the  work  so  difficult,  systems  in- 
tegrators such  as  Electronic  Data  Sys- 
tems Corp.  and  Andersen  Consulting  are 
getting  a  lot  of  calls  from  businesses 
that  need  help  in  tying  different  comput- 
ers together.  That's  not  much  comfort 
for  computer  makers  who  now  have  to 
wonder  when  computer  confusion  will 
start  making  their  lives  difficult,  too. 

By  John  W.  Verity  in  New  York,  with 
Robert  D.  Hof  and  Richard  Brandt  in  San 
Francisco,  Jonathan  B.  Levine  in  Paris, 
and  Gary  McWilliams  in  Boston 


m^  SAYS:  IF  YOU 
NT  SOMETHING 
NE  RIGHT . . . 


in  D.  Loewenberg  says  he  has 
?ard  it  all  before.  Some  highly 
iblicized  "open  system"  will  mi- 
usly  revamp  each  of  his  25,000 
iters.  Data  will  shuttle  among 
nes  effortlessly,  buying  new  soft- 
will  suddenly  be  a  snap,  and  em- 
!S  will  need  computer  training 
ince  in  their  careers.  But  while 
computer  managers  wait  for  that 
I  system,  Aetna  Life  &  Casual- 
lief  information  officer  is  moving 
Id  his  own. 
s  not  waiting 
ly  so-called  in- 
standard,  ei- 
Loewenberg  is 
ng  one:  Aetna 
nation  Technol- 
.rchitecture.  Its 
s  to  remove  all 
docks  in  Aet- 
vast  collection 
nnputers.  Appli- 
is  programs 
IS  spreadsheets 


will  be  standard  throughout  the  corpo- 
ration, so  the  40,000  desktop  computers 
planned  for  Aetna's  600  locations  will 
be  able  to  communicate  with  ease.  In- 
stalling new  applications  should  be 
simple,  too,  since  all  those  machines 
will  be  identical.  The  CIO  has  taken  the 
first  steps  by  replacing  Aetna's  150  dif- 
ferent word-processing  programs  with 
one — Microsoft  Corp.'s  Word.  Knowl- 
edge-based software  is  to  come  from 
A.  I.  Corp.,  and  Loewenberg  is  study- 
ing standards  for  other  types  of  pro- 
grams. He's  reviewing  hundreds  of 
hardware  options,  too.  Nearly  13,000 
desktops  could  be  replaced. 

This  massive  undertaking  may  take 
as  long  as  five  years.  The  changes  will 
be  made  gradually  as  managers  are  re- 


'The  question 
is:  Just  where 
are  the  pieces 
that  actuall>- 
bring  those 
promises  to 
life?' 

JOHN  LOEWENBERG 
AETNA 


educated  about  how  to  use  and  main- 
tain their  new  systems.  Loewenberg 
says  it's  like  "trying  to  lay  track  while 
the  train  is  running." 

Suppliers  are  eager  get  on  board, 
though.  Aetna's  standardization  could 
mean  millions  of  dollars  in  sales  for  the 
chosen  few.  The  new  system  could 
even  become  a  showcase  for  their  prod- 
ucts. Microsoft  CEO  Michael  H.  Hall- 
man  trekked  from  Bellevue,  Wash.,  to 
Aetna's  headquarters  in  Hartford  last 
April  to  learn  more  about  its  standards 
push — and  to  persuade  Loewenberg  to 
choose  other  Microsoft  packages  in  ad- 
dition to  Word.  For  all  suppliers,  the 
message  is:  If  you  want  Aetna's  busi- 
ness, you'll  have  to  tailor  your  product 
to  fit  the  Aetna  mold. 

Loewenberg  gripes  about  the  time 
and  expense  of  having  to  sketch  out 
Aetna's  open  system  on  his  own.  But 
he  says  he  can't  afford  to  wait  and 
see  which  industry  consortium  comes 
out  the  winner  in  the  larger  market- 
place. He's  impressed  by  manufactur- 
ers'-promises  of  open  systems  but  re- 
mains skeptical:  "The  question  is: 
Just  where  are  the  pieces  that  actual- 
ly bring  [those  promises]  to  life?"  By 
the  time  they're  ready  for  delivery, 
Aetna's  door  may  be  closed. 

By  Lisa  DriscoU  in  Hartford 


HOW  MUCH  MORE  CAN  PC 
MAKERS  TOSS  OVERBOARD? 


They've  slashed  workers  and  prices — and  haven't  hit  bottom 


Customers  may  be  confused  about 
what  technologies  to  bet  on,  and 
that  almost  certainly  is  worsening 
the  computer  industry's  growth  prob- 
lems. But  one  industry  group  shouldn't 
be  confused.  In  a  widely  leaked  internal 
memo,  IBM  Chairman  John  F.  Akers 
blasted  Big  Blue's  373,000  employees  for 
complacency  at  a  time  of  industry  up- 
heaval. The  message:  Shape  ufj — by 
building  better  products  and  selling 
them  more  aggressively — or  ship  out. 

Akers'  remarks  at  a  management 
meeting  reflected  his  growing  frustra- 
tion at  IBM's  earnings  problems.  In  May, 
the  company  warned  investors  that  sec- 
ond-quarter results  could  be  507'  below 
last  year's.  One  reason:  As  the  industry 
moves  to  standards- 
based  products  that  car- 
ry thinner  margins, 
IBM's  overhead  remains 
way  too  high — despite 
five  years  of  early  re- 
tirements and  other  pro- 
grams that  cut  47,000 
workers.  In  March,  Big 
Blue  revealed  plans  to 
pare  14,000  more  work- 
ers through  buyouts 
and  attrition.  Stephen 
Cohen,  an  analyst  at 
Soundview  Financial 
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A  THOUSANDS  OF  WORKERS 


Group,  says  25,000  more 
could  go  within  two  years. 

IBM  isn't  the  only  comput- 
er maker  feeling  the  pinch. 
Compaq  has  said  its  second- 
quarter  profits  will  fall  80^ , 
and  Apple  is  laying  off  10'a 
of  its  work  force.  Digital 
Equipment,  which  erased  nearly  9,000 
positions  in  the  past  two  years,  plans  to 
cut  4,000  manufacturing  jobs.  The  ques- 
tion isn't  if  there  will  be  more  cuts,  says 
a  DEC  executive,  "it's  how  much." 

Whether  in  PCs  or  mainframes,  the 
issue  is  cost.  The  recession  and  comput- 
er confusion  are  hitting  an  already  vul- 
nerable industry.  A  price  war  is  raging 
in  the  PC  market,  Apple  Computer  Inc.'s 
profits  are  flat  because 
it's  selling  too  many 
low-priced  Macintoshes, 
and  makers  of  big  sys- 
tems are  seeing  a  drop 
in  demand  for  their  ex- 
pensive wares.  The  re- 
sult: The  industry  is 
bracing  for  its  worst 
slump  since  the  mid- 
1980s.  That  means  com- 
panies will  shed  even 
more  jobs  (chart). 

A  big  change  this 
time  will  be  how  hard  it 
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hits  the  PC  business.  Although 
growth  in  the  U.  S.  was  an  anemiS 
last  year,  strong  European  sales  ho 
U.  S.  PC  makers  post  respectable  piv 
Not  this  year.  Slowing  European  gr 
and  a  strong  dollar  have  seen  to 
"We  hope  we're  near  the  bottom 
bottom  can  be  a  long  way  down,' 
Luxembourg-based  Marc  S.  Kr 
manager  of  vendor  marketing  at  Co| 
terLand  Europe.  Wall  Street 
lysts  already  predict  that; 
their  European  cushions  defl 
companies  such  as  Apple  and 
paq  will  have  to  pare  down  to 
profitable. 

NO  STIMULUS.  A  worldwide 
war  isn't  helping:  It  has  squ' 
margins  but  may  not  be  sti: 
ing  sales.  IBM  has  cut  PC 
three  times  this  year,  and 
Briney,  an  IBM  PC  executive, 
it's  too  soon  to  tell  if  the 
helped.  And  cuts  as  deep  as 
have  done  little  to  move  A 
more  powerful  Macs.  "The 
cuts,"  observes  analyst  Li; 
Buyer  at  Cowen  &  Co.,  "mad' 
eryone  think  that  there  were 
coming  and  that  they  sho 
buy  anything  now." 

Wall  Street  is  fretting  ove: 
bad  news.  Bullish  on  techn' 
this  winter,  analysts  spent 
spring  downgrading  PC  st 
Dean  Witter  Financial  Ser 
Inc.  analy.st  Eugene  G.  Glaze 
scaled  his  1991  earnings  estin-j 
for  Compaq  down  537^,  to 
per  share,  while  downgrading! 
pie's  1991  earnings  167,  to  $| 
Consensus  estimates  for  I 
year  are  at  about  $6,  dow 
about  $1  just  in  the  past  week. 

There  are  some  bright  spots. 
Computer  Corp.  and  AST  Research 
are  doing  well  with  PC  clones  that- 
with  IBM  and  Compaq  price  cuts — lis 
257  less  than  the  top  brands.  "Th(| 
cession  has  amplified  the  importani 
value  to  customers,"  says  Joel  J. 
cher.   Dell's   senior  vice-president 
U.  S.  sales  and  operations.  Cowen's 
er  has  upped  her  estimate  for  AST's 
fiscal  year  to  $2.10,  from  $2.05. 

That  suggests  there's  one  thing 
tomers  aren't  confused  about:  They 
a  bargain.  And  if  the  inventory  glut 
worked  off  soon,  they'll  get  their  v] 
Prices  are  expected  to  fall  even  fur| 
during  the  typically  slow  sum 
months.   If  that  doesn't  build  s; 
Akers  may  not  be  the  only  com 
chairman  raising  hell  with  his  work 
By  Barbara  Bit  el  I  in  San  Francisco 
Deidre  A.  Depke  in  New  York,  with 
than  B.  Levine  in  Paris,  Stephanie  A 
son  Forest  in  Dallas,  and  bureau  repi 
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Introducing  the  Kodak  Ektaplus  7008 printer. 
The  8PPM  laser  printer  that  comes  fully 
equipped,  even  for  complex  graphics— no 
upgrades  or  add-ons  needed! 

Upgrading  some  laser  printers  to  handle  all 
your  applications  can  be  a  little  like  putting 
a  puzzle  together  But  with  the  new 
8  PPM  Kodak  Ektaplus  7008  printer,  every- 
thing is  standard.  That  includes  1.5  MB 
ofRAM,andbothPCLandHPGL 
emulations.  Result:  no  upgrades  needed. 
And  you  get  full  300  dpi  resolution  in 
both  text  and  graphics.  AUMhz 
68000  microprocessor  is  also  standard 
equipment,  and  that  means  faster 
first  prints. 

See  this  latest  member  of  the 
"Printer  with  a  Plus"  family.  For  the 
name  of  a  dealer  near  you,  call 
1800344-0006,  Ext.  409. 


■nance 


MARKETS  &  INVESTMENTS! 


MONEY 
MACHINE 


Trading  has  gone  high-tech — and  the  Street  will  never  be  the  same 


Five  months  ago,  Wall  Street  was 
braced  for  the  worst.  Profits  were 
shriveling  as  the  merger-and-acqui- 
sition  business  ran  dry,  firms  were  shed- 
ding workers  by  the  thousands,  and 
Manhattan's  financial  district,  once 
packed  with  people,  looked  eerily  empty. 
First  Boston,  Shearson  Lehman  Broth- 
ers, and  Prudential  Securities  were  suck- 
ing capital  from  their  rich  parents  just 
to  stay  afloat.  Nothing  short 
of  a  miracle,  it  seemed,  could 
prevent  1991  from  being  an- 
other year  of  misery. 

Then,  it  happened.  Wall 
Street  roared  back  with 
what  may  be  its  best  quar- 
ter in  history.  Shrugging 
off  recession,  the  six  top 
public  firms  racked  up 
over  $700  million  in  after- 
tax profits  in  the  first 
quarter — a  stunning  1507< 
gain    over    last  year. 
That's  a  hard  act  to  fol- 
low,  but  the  current 
quarter  is  shaping  up  as 
another  crowd-pleaser. 

Even  more  remark- 
able   is    that  Wall 
Street's  venerable 
home-run  hitters — the 
high-fee  m&a  artists — 
are  nowhere  in  sight. 
Instead,    the  new 
stars   are  traders. 
Sure,  trading  has  always 
been  a  vital  part  of  Wall  Street,  and 
profits  from  it  were  already  starting  to 
build   in   1990.   But  they   were  over- 
whelmed by  losses  in  other  businesses. 
Then,  market  conditions  in  the  first 
quarter — surging  prices  and  big  price 
swings — let  traders  show  what  they  can 
do.  And  traders  came  up  big  all  along 
the  Street.  At  Salomon  Inc.,  trading  ac- 
counted for  827c  of  the  quarter's  $1.2 
billion   in   revenues.   Even   at  Merrill 
Lynch  &  Co.,  the  giant  retail  house, 
trading  revenues  soared  to  $550  million, 
accounting  for  28%  of  every  revenue  dol- 


lar, vs.  an  average  of  18%  from  1987  to 
1989  (chart). 

Wall  Street  has  seen  other  times  when 
profits  boomed,  only  to  come  tumbling 
down.  And  it  may  well  happen  again, 
especially  if  the  markets  suddenly  be- 
come much  less  volatile.  But  there  is 
good  reason  to  believe  this  profit  surge 
will  have  real  staying  power,  for  it  re- 
flects a  sea  change  in  how  the  Street 
does  its  trading.  Today's  traders 


Glued 

to  the  screen 
at  Bear  Stearns; 
Salomon's  trading  floor 

breed  from  yesteryear's.  While  trading 
was  once  dominated  by  those  who  rely 
on  instinct  and  guts,  it  is  now  driven  by 
computer  wizards  plucked  from  academe 
and  let  loose  on  the  trading  floor.  These 
so-called  quants,  who  apply  advanced 
mathematics  and  the  laws  of  the  physi- 


cal  sciences  to  the  financial  markets, 
have  nvented  scores  of  strategies  and  a 
raft  of  sophisticated  financial  products. 
Trading  has  gone  h>gh-tech. 

The  quants  aren't  new  to  Wall  btreet. 
Firms  have  been  hiring  them-and  pay- 
intr  them  big  bucks-for  nearly  a  de- 
cade B^t  now,  the  investment  IS  return- 
ng  huge  dividends.  It  even  holds  ou  the 
promise  of  solving  the  Street's  oldest 
problem-the  boom-and-bust  syndrome 

traders  gathered  und.^^^ 
buttonwood  tree  on  what  is  now  Wall 
Stree?  brokerages  have  been  slaves  to 
tie  whims  of  mvestors.  The  more  buy- 
ng  and  selling  of  stocks  and  bonc^  by 
mfestors,  the  "^o^e  commissions  brokers 
make  But  what's  happenmg  now  is  a 
Sal  change  in  the  mdustry  that  people 
don't  recognize,"  says  Michael  L.  Qumn, 
who  headf  global  equity  trading  at  Mer- 
rill By  devising  new  products  for  clien  s 
;f helge  portfolios,  the  ^-^-^^f^^^^^ 
generate  sales  income  for  their  tirms, 
thev  create  new  trading  volume. 

Just  as  important,  brokerage  houses 
are  using  quantitative  techniques  to 
make  big  money  trading  for  themse  ves. 
?he  emphasis  is  shifting  away  from 
qersihatfillcustom^^^^^^^^^ 

CttSrelStfty.^ 
CONFLICT?  There's  a  downside,  though^ 
P.V  engaging  more  than  ever  m  this 
high  rseaiive  "proprietary"  tradmg- 
wherethe  firm  takes  a  position,  some- 
Ces  over  a  long  period  of  time,  for  its 
own  account-the  Street  is  risking  more 
o7L  own  capital  m  bets  on  the  market 
The  expansion  of  proprietary  tiadmg  is 
also  increasmg  tensions  between  the 
Street  and  its  big  customers,  who  fear 
that  the  firms  are  favoring  their  own 
trades  over  their  clients  .  .  •    ,  , 

If  you  think  the  trading  boom  is  just  a 
one-quarter  blip,  look  at  whats  happen- 
mg at  some  big  houses.  Once-omnipotent 
nfestment  bankers  have  been  forced  to 
gTve  ground  to  traders.  At  Mernll,  the 
fatest  reorganization  promoted  tradmg 
chTefs  to  head  two  of  the  f irm  s  six  divi- 
sions, while  the  merchant-banking  func- 
tion was  downgraded.  Shearson  has  pro- 
moted hotshot  trader  Richard  S  Juld  Jr. 
to  share  the  helm  with  investment  bank- 
er J  Tomilson  Hill.  But  Hill  has  elimi- 
nated Lehman's  m&a  department  and  re- 
assigned bankers  to  other  areas.  Fuld, 
on  the  other  hand,  is  building  the  firms 
trading  operation 

At  CS  First  Boston  Inc.,  Allen  U. 
Wheat  the  CEO  of  its  new  product-trad- 
ing unit,  is  the  firm's  reigning  rainmak- 
erla  role  once  held  by  investment  bank 
er  Bruce  Wasserstein,  who  left  to  stert 
his  own  firm.  "In  the  past  year  it  has 
looked  like  the  M&a  guys  are  the  bygone 
era  "  savs  Wheat.  .  . 

In  contrast  with  the  publicity  that 
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merger  fees  have  received,  Wall  Street 
is  tight-lipped  about  how  much  propri- 
etary trading  it  does  and  how  profitable 
it  is.  According  to  Dominic  Casserley,  a 
principal  at  McKinsey  &  Co.,  customer 
trading  is  still  the  Street's  major  source 
of  trading  revenue.  A  brokerage  buys 
Treasury  bonds,  for  instance,  and  resells 
them  for  a  markup,  or  "spread,"  risking 
its  own  capital  only  to  maintain  enough 
inventory  to  support  customer  business. 

But  proprietary  trading  is  catching  up. 
It  usually  involves  some  form  of  arbi- 
trage— trying  to  profit  from  price  differ- 
ences between  similar  securities  that 
trade  in  separate  markets.  Armed  with 
formulas  developed  by  the  quants,  trad- 
ers look  at  all  kinds  of  relationships.  Are 
mortgages  mispriced  relative  to  Treasur- 
ies, or  are  German  bond  futures  trading 
at  a  premium  to  German  bonds?  Are 
U.  S.  Treasury  bonds  mispriced?  If  the 
answer  is  yes,  the  strategy  is:  Sell  10- 


year  bonds  short  and  buy  shorter-term 
bonds.  Why?  The  Federal  Reserve's  de- 
cision to  ease  interest  rates  has  a  great- 
er impact  on  short  rates,  making  them 
fall  further  than  long  rates. 

A  Salomon  official  confirms  that  dur- 
ing some  quarters,  profits  from  propri- 
etary trading  exceed  those  from  custom- 
er trading.  At  Morgan  Stanley  Group 
Inc.,  Chairman  Richard  B.  Fisher  says 
about  20%  of  trading  revenues  come 
from  proprietary  trades.  That  adds  up  to 
revenues  of  $180  million  in  1990  and  $78 
million  in  199rs  first  quarter.  At  Bank- 
ers Trust  Co.,  which  is  challenging  the 
Street  in  trading,  the  percentage  is  even 
higher:  Some  40%  of  first-quarter  reve- 
nues, or  $150  million,  came  from  the  pro- 
prietary side. 

Foreign  markets  are  already  big  profit 
centers  for  U.  S.  firms  that  do  propri- 
etary trading,  and  the  major  U.  S.  bro- 
kerages have  built  large  trading  staffs 


TARTAGLIA'S 
QUEST:  FIND 
THE  EVIL  TWIN 


unzio  Tartaglia 
has  had  enough 
of  big  Wall  Street 
firms.  After  11  years,  the 
54-year-old  trader  is  strik- 
ing off  on  his  own.  His 
goal:  to  duplicate  his  suc- 
cess at  Morgan  Stanley 
&  Co.,  where  from  1984 
to  1989  Tartaglia  traded 


for  Morgan's  account. 
His  best  year  was  1987, 
when  his  "black  box" 
earned  $30  million,  he 
says.  Now,  with  backing 
from  a  foreign  bank,  he 
has  launched  a  high-tech 
•trading  firm,  DerivaTech 
Inc.  in  Lexington,  Mass. 

The  former  astrophysi- 
cist and  Jesuit  seminar- 
ian pioneered  a  strategy 
called  "pairs  trading." 
The  idea  is  that  some 
stocks  have  a  "twin"  in 
the  same  industry,  and 
they  move  together  in 


near-tandem.  Since  one 
stock  always  lags  behind 
its  twin,  you  buy  the 
leader  and  sell  the  lag- 
gard short.  If  the  market 
drops,  the  laggard  drops 
more  than  the  stronger 
stock.  If  the  market 
rises,  the  leader  beats  the 
laggard.  Tartaglia  wants 
to  expand  the  idea  to 
bonds  and  commodities, 
and  having  his  own  firm 
will  be  an  advantage.  "At 
big  firms,  you're  always 
straying  into  someone 
else's  turf,"  he  says. 
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in  Tokyo  and  London.  In  the 
stock  market,  U.  S.  firms  are  espe 
active  in  program  trading.  By  some 
mates,  as  much  as  half  of  the  $1 
in  revenues  earned  in  Tokyo  last  yei 
Goldman  Sachs,  Salomon,  Morgan, 
rill,  and  Shearson  came  from  all  tra 
And  so  far  this  year,  they've  ma 
bundle — despite  a  lackluster  equity 
ket  and  a  sharp  decline  in  volume 
while,  the  giant  Japanese  secui 
firms  are  playing  catch-up  with 
American  quants  in  their  home  ma 
INCOGNITO.  Proprietary  trading 
profitable  that  some  traders  earn 
than  the  CEO  of  their  firm.  But  tra 
salaries — and  even  identities — are  ( 
ly  guarded.  At  Bear  Stearns  Cos. 
policy  is  to  fire  high-paid  traders 
disclose  what  they  make.  At  other  f 
the  rules  are  less  rigid,  but  tra 
names  rarely  show  up  in  the  compa 
proxy  statements.  Salomon's  Lawi 
E.  Hilibrand,  a  31-year-old  Masss 
setts  Institute  of  Technology  econo; 
isn't  mentioned  in  Salomon's  proxy 
though  it  leaked  out  that  he  earn 
bonus  of  $23  million  in  1990  for  his 
in  computer-assisted  bond  arbitr 
"We  reward  people  on  the  basis  of 
performance,"  says  Salomon  CEO 
H.  Gutfreund,  who  made  a  more  m( 
$3.3  million  last  year, 

Hilibrand's  income  is  off  the  chart 
be  sure.  "A  guy  making  $1.5  to 
lion  is  an  excellent  trader.  In  exces 
$3  million,  he's  in  a  class  by  hims 
says  a  Wall  Street  management  rec 
er.  "The  pinnacle  are  guys  making 
million."  Quants  who  don't  trade, 
develop  strategies  and  software,  n 
less  than  traders.  Even  so,  a  top 
quant  can  easily  earn  $400,000  a  ye 
Along  with  traders'  salaries 
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Street  keeps  its  most  promising  coinfciie,  ( 
er-based  trading  strategies  under  wr 
"People  who  develop  technology  (^iei 
share  it  with  their  competitors," 
Thomas  W.  Strauss,  a  Salomon 
chairman.  Stock-index  arbitrage,  for 
ample,  or  what  is  commonly  knowi 
program  trading,  started  in  the 
1980s  as  a  proprietary  strategy.  The 
was  to  lock  in  a  profit  by  simultaneo 
trading  in  stock  futures  and  the 
market.  As  it  became  more  widely  pi 
ticed,  the  strategy  became  far  less  p 
itable.  Now,  some  firms  have  abandc] 
program  trading  altogether,  while 
ers  sell  it  to  their  big  clients. 

By  expanding  proprietary  trading, 
Street  has  antagonized  some  of  its 
customers.  Many  large  clients 
they're  competing  with  the  hous 
where  the  dealer  can  see  their  ca 
"The  guy  you  called  and  gave  an  oifei 
to  may  be  using  that  informationi^ 
trade  for  his  own  account,"  says  e- 


ti  J 

311(11 

io 

m 


EN  WHEAT 

riOVES 

ATILITY 

lien  D.  Wheat 
knows  one  speed: 
fast-forward.  In 
ar,  the  quick-talk- 
!W  Mexico  native 
It  Credit  Suisse  Fi- 

Products,  a  joint 
!  between  Credit 
and  CS  First  Bos- 
c,  into  a  major 
tor  and  trader  of 
ized  products  for 
tional  clients.  Al- 
Credit  Suisse  has 
ed  CSFP's  capital 
150  million  to  $220 
.  Wheat  spends 
eks  a  month  at  his 
base,  managing 
T  of  200  and  trad- 
rhe  other  two 
he's  in  Tokyo, 
he  heads  the  700- 

Asian  arm  of  CS 
Boston.  Until  last 
Vheat  ran  the  op- 


tions-and-futures-trading 
unit  at  Bankers  Trust  Co. 
in  London. 

Described  by  one  for- 
mer colleague  as  "a  trib- 
al chieftain"  who  com- 
mands unstinting  loyalty, 
he  is  combining  his  trad- 
ers' instincts  with  quanti- 
tative analysis  to  produce 
big  profits  in  currency 
and  interest-rate  instru- 
ments. Says  Wheat:  "We 
trade  on  volatility.  Lots 
of  volatility,  lots  of  smil- 
ing faces  around  here." 

Wheat,  42,  is  pushing 
into  options  and  warrants 
on  commodities,  stock  in- 
dexes, and  currencies,. 
These  instruments  are 
catching  on  in  Europe  as 
foreign  bourses  copy  the 
Standard  &  Poor's  500- 
stock  index  contract.  For 
example,  a  futures  con- 
tract denominated  in  Ger- 
man marks  will  begin 
trading  soon  in  London 
based  on  an  index  of  100 
European  stocks.  To 
Wheat,  the  hot-growth 
area  is  overseas. 


Timbers,  chief  investment  offi- 
Kemper  Financial  Services  Inc. 
1  executive  at  another  big  institu- 
roprietary  trading  has  caused  a 
!  will  among  customers." 
irms  acknowledge  that  conflicts 
id  they  say  they  try  to  minimize 
t  Goldman,  Sachs  &  Co.,  propri- 
aders  sit  next  to  customer  trad- 
trading  desks,  be  it  mortgage- 
securities  or  IT.  S.  Treasuries.  If, 
Tiple,  Goldman  and  a  client  both 
e  same  block  of  stock,  Goldman 
either  steps  aside  entirely  or 
in  a  mutually  acceptable  way. 
avid  M.  Silfen,  the  partner  in 
of  equity  trading  at  Goldman: 
ve  important  client 
s  to  protect.  We 
ant  to  do  anything 
proprietary  side  to 
lem." 

ilomon,  the  propri- 

ond-traders  sit  sep- 
from  the  traders 

ecute  customer  or- 

iVhen  proprietary 
place  orders,  they 
them  through  Sal- 

raders  who  handle 

customer  orders  or 

rough  another  bro- 
At  least  theoreti- 

le  proprietary  trad- 
no  knowledge  of 


what  retail  customers  are  buying  or  sell- 
ing. The  rub  is  that  he  or  she  is  in  fact 
on  the  trading  floor  with  the  rest  of  the 
firm's  traders  and  salesmen  and  may 
hear  orders  coming  in  from  customers. 

Salomon  denies  that  its  proprietary 
traders  are  aware  of  customer  orders, 
though  it  concedes  that  its  house  traders 
can  sense  the  overall  mood  of  the  mar- 
ket. But  Salomon  says  customers  benefit 
from  its  in-house  trading.  "Our  propri- 
etary activities  give  us  an  enormous  ca- 
pability to  provide  our  customers  with 
liquidity,"  says  Salomon's  Strauss. 

Then  again,  there's  the  added  risk.  At 
any  one  time,  Salomon's  bond-arbitrage 
group  is  using,  on  average,  five  differ- 
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TRADING  REVENUE  AS  A 
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Based  on  transactions  when  firms  put  capital  at  risk 
tor  their  clients  or  their  own  account 
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ent  strategies  that  each  involve  $1  billion 
worth  of  securities,  say  former  traders. 
While  a  portion  may  be  hedged,  Salomon 
may  still  stand  to  lose  $50  million  or  so 
per  position.  "Whenever  you  see  giant 
returns,  you  know  you  can't  get  them 
unless  you  take  big  risks,"  says  Stephen 
Modzelewski,  an  ex-Salomon  trader  who 
now  has  his  own  firm.  "A  lot  of  so-called 
bond  arbitrages  are  still  bets."  Propri- 
etary trading  was  probably  responsible 
for  the  $90  million  hit  Salomon  Brothers 
took  in  the  last  quarter  of  1990. 
PIGGYBACK.  Some  firms  are  seeking  to 
limit  their  risks  in  proprietary  trading. 
At  PaineWebber  Group  Inc.,  chief  bond 
trader  Tim  Cronin  says:  "The  way  we 
run  it  is  that  only  a  few  of 
us  are  allowed  to  take  pro- 
prietary positions,  and 
there's  a  limit  to  the  capi- 
tal we  can  commit."  A  pro- 
prietary trader  who  wants 
to  exceed  those  limits  must 
obtain  the  permission  of  a 
risk-control  committee. 

The  Street  is  also  mak- 
ing huge  sums  by  creating 
new  products  and  strate- 
gies and  selling  them  to  cli- 
ents. The  new  products 
give  companies  better 
ways  to  manage  risk  and 
individuals  new  ways  to 
•FIRST QUARTER        hedge  their  portfolios.  The 
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IN  THE  TRADING  WARS,  THIS  SWISS  BANK 
IS  ANYTHING  BUT  NEUTRAL 


The  Park  Avenue  headquarters  of 
UBS  Securities  Inc.  is  pretty  much 
what  you  might  expect  of  an  emi- 
nent Swiss  bank.  The  tone  is  hushed 
and  decorous.  Security  is  provided  by 
self-propelled,  glass  revolving  doors. 
But  on  the  seventh  floor,  the  air  is 
tinged  with  unSwisslike  excitement. 
Neatly  arrayed  are  NeXT  Computer 
Inc.  workstations  that  can  spit  out 
transactions  and  graphs  in  the  twitch 
of  an  eye.  "People  may  be  going  after 
what  we're  going  after,"  says  equities- 
technology  manager  Hadar  Pedhazur, 
"but  we  can  pounce  on  it  first.  The 
people  who  can  pounce  first  are  going 
to  make  money." 

The  folks  at 
UBS  are  gearing 
up  to  pounce  on 
high-tech  trading 
and  the  profits 
that  come  with  it. 
UBS  stands  for 
Union  Bank  of 
Switzerland,  a 
rock-stolid,  multi- 
national holding 
company  with  a 
credit  rating  of 
AAA.  But  there's 
nothing  at  all  pro- 
saic about  UBS's 
move  into  trad- 
ing. Under  the  di- 
rection of  Marc 
K.  Suvall,  who 
headed  convert- 
ible-securities 
sales  and  trading 
at  CS  First  Boston 
Inc.,  UBS  has 
hired  a  high- 
powered  team  of 
18  pros  who  have 
quietly  built,  pret- 
ty much  from 
scratch,  a  small 
but  impressive 
high-tech  equities- 
trading  operation. 
The  aim  is  to 
make  UBS  Securi- 
ties rival  the  big 
firms — at  least  in 
technology  and 
innovation. 

Not  surprisingly  for  a  technology- 
rich  trading  outfit,  the  UBS  operation  is 
top-heavy  in  two  fields  that  rely  on 
quantitative  analysis:  equity  deriva- 
;|  tives  and  Suvall's  old  bailiwick,  con- 
ij  vertibles.  Heading  the  drive  into  op- 

!l  ^  


tions  is  Ramy  Goldstein,  also  a  First 
Boston  alumnus — as  are  about  half  of 
Suvall's  recruits — and  ex-academic  and 
statistics  whiz  Alan  Burstein. 
ARB  SQUEEZE.  UBS  also  is  making  a  for- 
ay into  a  traditional  trading  realm:  risk 
arbitrage.  Suvall  has  brought  on  board 
Andy  Rodman,  who  previously  ran 
First  Boston's  risk-arb  trading  desk. 
The  days  of  merger  mania  are  long 
gone,  and  there  are  fewer  players  in 
that  once-crowded  field,  but  UBS  reck- 
ons that  more  money  is  being  made  on 
the  deals  that  are  being  cut. 

But  in  the  far  more  populated  field 
of  options  trading,  shrinking  margins 


Ex-First 
Boston  whiz 
Suvall  (right) 
has  recruited 
18  top  pros 


could  put  a  crimp  in  the  styles  of  all  of 
Wall  Street's  rocket-scientist  traders — 
including  the  ones  at  UBS.  And  that  is 
where  Goldstein,  Burstein — and  those 
NeXT  workstations — strut  their  stuff. 
"The  easiest  options  arbitrage  doesn't 
appear  very  often  any  more,"  says 
Burstein.  "You  need  the  technology  to 
spot  it,  and  you  need  to  be  able  to 
compute  quickly  to  take  advantage  of 
it."  With  so  much  computer  power  and 
gray  matter  at  its  disposal,  UBS  could 
yet  become  a  big  cheese  on  Wall 
Street. 

By  Gary  Weiss  in  New  York 
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products  range  from  Nikkei  put 
rants  to  long-term  oil  options  an 
called  derivatives,  since  their  valu 
rive  fi-om  what  happens  to  the  pr 
another  security.  "Derivatives  are 
to  be  a  tremendous  boon  to  the  tr 
side  in  the  1990s,"  says  Roger  M. 
cey,  Merrill's  executive  vice-pre: 
for  debt  markets. 

But  some  derivatives  may  be  r 
than  they  appear  at  first  glance 
example,  brokerages  are  issuing  sj 
ized  over-the-counter  derivatives 
no  futures  markets  exist — and  fo 
spans  of  up  to  five  years.  "Yoi 
make  money  because  you're  takin_ 
tain  trading  risks  that  the  client  d 
have  the  knowledge  to  do,"  says  Ri 
L.  Sandor,  who  recently  left  Banqi 
dosuez  for  Kidder  Peabody  &  Co 
they  require  taking  much  longer 
positions,  and  they  trade  infrequ 
so  they're  hard  to  price  and  hedge 
rivatives  are  fundamentally  more 
tile  securities,"  says  John  Kr 
Moody's  Investors  Service  Inc.  "Yo 
lose  a  lot  of  money  in  a  hurry  i: 
aren't  careful." 

But  even  with  higher  risks,  fo 
banks  and  brokerages  are  payin 
dollar  to  American  traders  to  build 
ing  operations  in  New  York  fron 
ground  up.  Former  Salomon  tr 
have  recently  joined  Sanwa  Bank 
Japan's  sixth-largest  bank,  and  No: 
Securities  Co.,  Japan's  largest  secu 
firm.  The  list  of  foreign  wannabe* 
eludes  Credit  Lyonnais,  Barclays 
National  Westminster  Bank,  Banq 
dosuez,  and  Union  Bank  of  Switzei 
Even  insurance  companies  sue 
American  International  Group  Inc 
crashing  the  party. 

These  new  entrants  are  betting 
the  trading  revolution  has  freed 
Street  from  its  age-old  boom/bust 
ume  cycle — that  the  quants  can  gi 
huge  profits  from  rising  markets 
even  make  money  when  volume  fall: 
It's  too  soon  to  tell  if  they're  right 

What's  more  certain  is  that 
ages  have  created  another  cycL 
product  cycle.  As  concepts  age,  ma: 
shrink.  So  trading  profits  will  de 
more  and  more  on  a  constant  strea 
discoveries.  Thus  prosperity  will  tui 
innovation. 

So  far,  Wall  Street  has  shown 
develop  blockbuster  products  and 
ing  strategies  that  were  unimagir 
five  years  ago.  As  trading  goes  gl 
the  demand  for  these  products 
soar — with  the  world  following  the 
lead  in  high-tech  trading.  Now, 
Street  can  muster  the  right  combin; 
of  prudence  and  creativity,  the  indt 
has  a  good  shot  at  staying  robust. 

By  Leah  Nathans  Spiro  in  New 
ivith  Richard  A.  Melcher  in  London 
Ted  Holden  in  Tokyo 
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MANY  NEW  GAMES 

BUT  SO  MANY  NEW  PLAYERS 


ticated  technology  is  available  to  almost  everyone,  making  it  harder  than  ever  to  gain  an  edge 


!  is  part  of  an  elite  club  of  Wall 
streeters  who  use  their  brains — 
md  their  employers'  capital — to 
oney  in  the  bond  mari<et.  To  the 
world,  he  would  be  known  as 
proprietary  fixed-income  trading 
nservative,  well-capitalized  bro- 
;irm.  But  in  the  outside  world,  he 
:nown.  And  he  aims  to  keep  it 
,y.  "If  you  use  my  name,"  he 
s,  "I  will  hunt  you  down." 
holding  forth  on  his  favorite  top- 
tionships.  Not  the  oft-finicky 
3tween  human  beings,  but  rather 
isurable,  historically  immutable 
it  link  nations  and  peoples — 
is  the  word  he  prefers — and  af- 
urities  prices.  "You  want  to  see 
?  I'll  show  you  alchemy." 
mches  some  keys  on  his  Knight- 
Fradecenter  terminal,  and  slowly 
r"  chart  begins  to  emerge.  It 
he  Standard  &  Poor's  500-stock 
ivided  by  the  index,  of  30-year 
y  bonds — specially  created  index- 
in  from  futures  prices.  There  are 
itinct  peaks  in  the  chart,  and  one 
is  July,  1990.  In  that  month,  the 
;ond  ratio  reached  4:1 — a  danger 
he  believes,  when  economic 
is  not  strong.  "We  said  to  our- 
What  incident  could  possibly  oc- 
:ause  the  market  to  sell  off  dra- 
y?'  We  concluded  that  there's 
e  thing  that  would  scare  people 
s — oil."  He  went  short  the  bond 


market.  Barely  a  month  later,  Saddam's 
troops  marched,  oil  climbed,  and  bonds 
tumbled. 

A  well-honed  view  of  the  markets  and 
the  world — and  the  high-tech  tools  to 
give  shape  to  their  vision.  Such  are  the 
characteristics  shared  by  Wall  Street's 
new  traders,  be  they  options  wizards  or 
high-rollers  like  the  publicity-shy  trader. 
All  have  seen  their  roles  supercharged 
by  lightning-fast  computer  workstations. 
Traders  now  can  track  broad  market 
trends  and  relationships  and  root  out  ar- 
bitrage opportunities  that  otherwise 
would  be  impossible  to  discover.  Institu- 
tional investors  are  able  to  hedge  their 
portfolios  with  a  dizzying  array  of  cus- 
tom-tailored derivative  instruments. 
Trading  technology  has  become  so  ad- 
vanced, and  accessible,  that  even  small 
investors  can  engage  in  sophisticated  op- 
tions-trading strategies  (box). 
ALL  THE  OPTIONS.  But  with  technology 
growing  as  abundant  as  it  is  sophisticat- 
ed, the  profit  margins  of  individual  trad- 
ing strategies  have  come  under  pres- 
sure. Arbitrage  strategies,  in  particular, 
are  becoming  more  difficult  to  find  and 
execute  as  markets  become  more  crowd- 
ed and  efficient. 

This  trend  is  typified  by  the  decline  of 
a  strategy  known  as  dividend-reinvest- 
ment ai'bitrage.  The  idea  is  to  take  ad- 
vantage of  the  dividend-reinvestment 
plans  of  companies,  utilities  mostly,  that 
pay  a  slight  premium  to  shareholders 


who  reinvest  their  dividends.  If  a  stock 
that  sells  at,  say,  $50  pays  a  $1  divi- 
dend— and  a  nickel  premium  if  reinvest- 
ed— the  arb  acts  swiftly  on  the  day  the 
dividend  is  paid.  He  simultaneously  buys 
shares  at  $50  pre-dividend  and  sells  them 
at  $49,  post-dividend.  The  loss  is  $1,  but 
the  trader  winds  up  with  $1.05  worth  of 
shares.  "Nowadays,  every  share  that 
could  be  used  for  this  is  used  for  it. 
There's  more  demand  for  the  stock,  and 
the  returns  have  come  down,"  says  one 
veteran  trader.  "When  I  do  this,  I  get  a 
12%  return.  I  used  to  get  30%  to  40%." 

Quants  have  a  different  challenge:  the 
constant  need  to  design  new  options 
strategies  for  large  institutional  inves- 
tors. There  is,  for  example,  MOTTO,  an 
options-trading  strategy  used  by  banks 
and  other  owners  of  large  mortgage 
portfolios.  MOTTO  involves  the  purchase 
and  sale  of  a  combination  of  mortgage 
and  Treasury  options  of  the  same  dura- 
tion. It  lets  portfolio  managers  profit 
from  changes  in  the  spread  between 
mortgage  and  Treasury  yields. 

Another,  SYCURVE,  is  favored  by  man- 
agers of  bond  portfolios.  This  is  a  bet  on 
the  spread  between  yields  of  bonds  of 
longer  and  shorter  maturities.  Through 
SYCURVE,  portfolio  managers  profit  from 
changes  in  the  steepness  of  the  yield 
curve,  which  tracks  the  relationship  be- 
tween long  and  short  rates. 

Some  of  the  most  popular  of  the  new 
generation  of  options  products  are  varia- 
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tions  on  the  basic  building 
blocks  of  derivatives — the 
call,  which  is  a  contract  to 
buy  a  stock  at  a  particular 
price,  and  the  put,  a  contract 
to  sell  a  stock  at  a  particular 
price.  But  what  if  a  fund 
manager  feels  that  a  stock, 
or  stock  index,  is  not  overval- 
ued now — but  will  be  if  it 
rises  high  enough?  Then  he 
can  buy  an  "up-and-in"  put. 
This  is  a  contract  to  buy  a 
put  if  the  index  or  stock  rises 
to  a  "barrier  level."  The  port- 
folio manager  could  uait  un- 
til the  barrier  level  is  reached 
before  buying  the  put,  but  it 
would  cost  more. 
ODDBALLS.  Quite  the  opposite 
is  the  "up-and-out"  put, 
which  is  an  inexpensive  way 
for  investors  to  guard 
against  downside  risk  in  a 
stock  or  index.  This  is  a  put 
that  vanishes  if  the  security 
rises  to  the  barrier  level.  Be- 
cause of  its  potential  to  dis- 
appear, it  is  cheaper  than  an 
ordinary  put.  Other  varia- 
tions on  that  theme  are  the 
"down-and-in"  and  "down- 
and-out"  calls.  Down-and-in 
is  aimed  at  the  fund  manager 
who  wants  to  be  a  buyer  of  a 
stock — or  index-call  option — but  only  if 
the  price  or  index  declines  to  the  barrier 
level.  Down-and-out,  meanwhile,  appeals 
to  the  investor  who  feels  that  the  mar- 
ket or  stock  will  really  hit  the  skids  if  it 
declines  to  the  barrier  level. 
Such  pin-neat  options-trading  strate- 


J 
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Lightning-fast 
workstations 
help  find  hidden 
arbitrage 
opportunities 


gies  are  light-years  apart 
from  the  high-stakes  world 
of  proprietary  trading.  It  is 
a  craft  that  attracts  idio- 
syncratic personalities, 
men — very  few  women— 
who  are  fiercely  proud 
when  they  are  right  and 
swiftly  fired  when  they  are  wrong  more 
often  than  they  are  right. 

His  demonstration  of  "alchemy"  over, 
the  trader  waxes  philosophical:  "A  lot  of 
it  is  a  combination  of  professional  skill 
tempered  by  mathematical  reality  which 
helps  to  give  you  a  sense  of  where 


prices  are  movmg  i  t 
world."  And  that's  whes  t 
technological  revolutioi*it 
screens  on  the  right  s 
his  desk- — come  in.  "I 
trade  Treasuries,  you  h; 
actively  monitor  globs 
tions,  swaps,  equities 
cause  each  may  be  a  l( 
indicator  of  a  shift  in 
tal,"  says  the  trader, 
are  people  who  are 
who,  through  macropi 
tary  price  forecasting 
put  the  pieces  together 
JUST  LUCKY?  The  fever 
is  glittering  on  the  tn 
screen.  It  embodies  a  di 
ingly  simple  concept:  If 
and  stocks  rise  or  fall  in 
step,  the  chart  stays  fla' 
if  rates  rise  while 
prices  stay  flat — or  if 
fall  without  rates  fall 
the  line  drifts  lower. 

There  was  the  pea 
July,  1990,  a  previous  4 
tio  on  Oct.  19,  1987,  and  a  third  p« 
right  now?  The  trader  nods.  "Wl 
says  to  me  is  that  a  lot  of  people  i 
U.  S.  have  doubts  about  equities  a 
level,"  he  says. 

Since  the  chart  appeared  on  the 
er's  screen,  the  market  has  been 
as  much  as  100  points,  and  interest 
have  climbed  two-tenths  of  a  percei 
point.  Perhaps  it  is  legerdemain,  oi 
haps  it  is  luck.  Perhaps  the  tra 
world  view  is  right-on — or  moonshir 
the  trader's  world,  only  the  nun 
really  matter. 

By  Gary  Weiss  in  New 


A  'BLACK  BOX'  GIVES  OUR  REPORTER  A  TASTE  OF  PROFIT 


Pretty  much  cmyone  can  become  the 
proud  owner  of  a  "black  box" — a  self- 
contained  quantitative  trading  pro- 
grain.  All  you  need  is  a  reasonably 
fast  PC  and  off  the-shelf  software,  and 
you  're  in  business.  Here  is  one  neo- 
phyte's experience  with  a  popular  op- 
tions-trading system: 

It  is  Apr.  24,  1991,  and  the  OEX— 
Standard  &  Poor's  100-stock  in- 
dex— is  lurching  between  360  and 
363  before  closing  at  36278.  I  want  to 
make  some  money — theoretical  mon- 
ey— trading  options.  My  capital  com- 
mitment is  $10,000.  My  time  horizon: 
Six  days.  OptionVue  IV  software  has 
been  installed  into  my  AST  386SX. 
Price  data  is  flowing  into  my  fnn  Sig- 
nal receiver.  Assuming  that  the  OEX 


stays  somewhere  between  350  and  370, 
which  OEX  options-trading  strategies 
will  garner  me  the  heftiest  returns 
by  Apr.  30? 

As  options  software  goes,  Option- 
Vue is  no  slouch.  This  software  can 
work  with  index  options,  options  on  in- 
dividual stocks,  currencies — you  name 
it.  Buy  a  call  option,  and  you  bet  on  a 
gain  in  an  individual  security  or  the 
overall  market.  A  put  is  a  bet  on  a 
decline. 

WINNING  STRATEGY.  Like  the  far  more 
sophisticated  options  software  at  major 
brokerages,  programs  such  as  Option- 
Vue use  pricing  models  to  determine  if 
options  are  fairly  valued.  Using  histori- 
cal volatility  data,  they  determine 
which  options  are  overpriced  and  un- 
derpriced,  and  recommend  options 


strategies.  My  OptionVue  churns  oi 
dozen.  All  are  "straddles" — the  j 
chase  and/or  sale  of  puts  or  calls 
the  same  expiration  month.  Along  v 
each  straddle  are  projections  of 
turn — and  risk. 

Of  the  12  strategies,  only  four  w 
profitable — but  the  one  at  the  top  \ 
a  standout.  The  No.  1  recommendal 
was  the  purchase  of  90  May  355  a 
at  878  and  the  sale  of  90  May  335  cf 
at  2778.  By  the  close  of  trading  on  A 
30,  the  355  calls  were  worth  5%- 
loss  of  31/4— $325  times  90,  or  $29,5 
But  that  loss  was  more  than  offset 
a  578  gain— $572.50  times  90, 
$51,525— on  the  335  calls.  My  theor 
cal  profit:  $22,275,  exluding  comn 
sions.  Should  I  quit  my  day  job? 

By  Gary  Weiss  in  New  Yt 


AR  P.!  iRiNlFC;C  lA/PFK/  II  IMF  in  iqqi 


Quick,  do  you  know 

the  first  name 
in  microprocessors? 


BY  GENE  G.  MARCIAL 

SOME  BIG  BOYS 
HAVE  A  THIRST 
FOR  PEPSI 


oney  manager  Morris  Mark 
likes  to  move  against  the 
I  crowd.  So  when  institutional 
investors  cut  their  holdings  in  PepsiCo 
on  Apr.  29  after  the  company  reported 
disappointing  first-quarter  earnings,  he 
snapped  up  shares.  "It's  one  of  the  few 
premier  consumer  food-products  com- 
panies around  that's  still  undervalued," 
says  the  president  of  Mark  Partners, 
which  manages  $350  million. 

Struck  down  to  30  on  that  day  from 
nearly  36  earlier  in  the  month,  PepsiCo 
has  since  edged  up  to  32.  But  the  swift- 
ness of  the  stock's  fall,  on  one-day  vol- 
ume of  4.8  million  shares,  was  a  shock 
to  investors,  who  weren't  prepared  for 
an  unpleasant  earnings  surprise.  Inves- 
tors who  sold  are  concerned  that  the 
4%  decline  in  PepsiCo's  first-quarter 
Frito-Lay  snack-food  earnings  may  sig- 
nal other  shortfalls. 

Not  to  worry,  says  George  Thomp- 
son, an  analyst  at  Prudential  Securi- 
ties. He  insists  that  PepsiCo's  difficul- 
ties in  the  snack-food  division  were  a 
"one-quarter  phenomenon"  largely  at- 
ti'ibutable  to  the  economic  slowdown. 
Given  PepsiCo's  strong  market  share 
in  snack  foods,  Thompson  says  the 
company  will  rebound  once  the  global 
recovery  begins.  So  he's  staying  with 
his  1991  estimate  of  $1.65  a  share  and 
his  $2  call  for  1992,  vs.  1990's  $1.39. 
AMPLE  UPSIDE.  Indeed,  a  number  of 
smart-money  pros  are  looking  beyond 
recession  and  reaching  out  to  old  blue- 
chip  reliables  such  as  PepsiCo  that 
have  demonstrated  consistent  double- 
digit  earnings  growth.  "Based  on  Pep- 
siCo's potential  to  grow  20%  annually, 
the  stock  should  hit  at  least  the  mid- 
40s  over  the  next  12  months,"  says 
Manny  Goldman,  a  veteran  food-indus- 
try analyst  at  PaineWebber  in  San 
Francisco.  He  notes  that  PepsiCo  cur- 
rently trades  at  a  modest  premium  to 
the  market's  price-earnings  multiple  of 
17.  "Normally,  PepsiCo  trades  at  a  25% 
premium  to  the  market's  multiple — so 
there's  ample  room  on  the  upside." 

"As  we  tiptoe  out  of  this  recession, 
PepsiCo  is  the  kind  of  stock  to  own 
because  the  company  virtually  creates 
its  own  growth  by  coming  up  with  new 
food  products,  improved  distribution 
strategies,  or  smart  repackaging," 
says  Goldman.  He  sees  PepsiCo's  fast- 


PEPSICO:  POISED 
FOR  A  BREAKOUT? 


FEB.  4 
▲  DOLURS 


MAY  27 
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food  restaurants — Pizza  Hut,  Taco 
Bell,  and  Kentucky  Fried  Chicken — as 
big  profit  generators. 

Mark  agrees.  He  also  thinks  that 
Frito-Lay,  which  makes  popular  potato 
and  corn  chips,  as  well  as  packaged 
cookies,  will  be  as  strong  a  contributor 
to  growth  as  PepsiCo's  beverages  are. 


RENTRAK  HITS 
FAST-FORWARD 


R; 
I 


lentrak  is  making  a  splash  in  the 
$11  billion  videocassette-rental 
^business.  The  company,  which 
supplies  videos  to  2,000  stores,  has  gar- 
nered 10%'  of  the  market,  and  its  stock, 
selling  at  4  in  January,  has  since 
jumped  to  IOV2. 

Rentrak  has  developed  "a  unique  vi- 
deocassette-distribution  business  that 
benefits  studios,  retailers,  and  consum- 
ers alike,"  says  analyst  Eric  Petersen 
of  Pennsylvania  Merchant  Group.  Un- 
like other  distributors,  Rentrak  leases 
rather  than  buys  films  from  the  stu- 
dios, and  then  leases  them  to  stores. 
This  enables  the  stores  to  have  more 
films  than  they  could  if  they  had  to 
buy  the  cassettes.  Ordinarily,  stores 
buy  films  at  $45  to  $50  apiece.  With 
Rentrak,  they  pay  an  $8  fee  per  video, 
of  which  $6  goes  to  the  studio. 

But  there's  a  catch.  A  Rentrak  cus- 
tomer has  to  buy  Rentrak's  computer- 
software  system,  which  costs  $3,000 
for  the  first  store  and  $2,000  per  addi- 
tional store.  The  system  computerizes 
rental  activity,  including  accounting. 

In  May,  Rentrak  teamed  up  with 
Capital  Cities/ABC  to  develop  a  device 
that  would  better  monitor  the  video 
rental  business.  Rentrak  Chairman  and 


CEO  Ron  Berger  says  the  device  wi 
ready  in  six  months.  Rentrak  gave 
Cities  the  right  to  buy  up  to  40%'  0 
stock.  Rentrak  also  has  a  joint 
with  Culture  Convenience  Club, 
pan's  major  video  retailer,  which  1 
Rentrak's  system.  Cap  Cities  and 
Japanese,  says  one  investor,  may 
up  competing  for  control  of  Rentrj 
After  a  loss  of  $1.24  a  share  in  fi 
1990,  Rentrak  turned  a  profit  in  199 
22$,  on  sales  of  $34  million.  Estim 
for  1992  run  as  high  as  40$,  base( 
an  increased  number  of  shares, 
sales  of  $55  million. 


THE  GAS  PATCH 
ISN'T  ALL  GLOOM 


Investors  who  have  been  waitinj 
see  natural-gas  prices  jump  are 
waiting — and  bitterly  frustra 
Hurt  by  several  unseasonably  wi 
winters,  gas  prices  are  still  in  a  slu 
and  so  are  most  natural-gas  stoi 
Cabot  Oil  &  Gas  is  one  of  the 
stocks  that  have  held  up  well.  D( 
from  17  in  November  to  13  in  Fel 
ary,  Cabot  has  since  rebounded  to 
The  jump  was  impressive  beca 
Cabot  Corp.,  which  used  to  own  809 
Cabot  Oil,  issued  2.4  shares  of  Ca 
Oil  for  every  share  of  Cabot  Corp 
an  exchange  offer  last  March.  So 
number  of  shares  rose  by  80'/'  . 

So  why  have  big  investors  rushe( 
buy  shares  of  this  large  Appalach 
Basin  gas  producer?  As  Chairman 
CEO  Charles  Siess  Jr.  notes,  if 
prices  spurt,  investors  will  be  well 
warded.  And  if  prices  don't  rise,  ej 
ings  will  benefit  anyway  because 
Cabot's  increased  output.  Cabot 
pects  to  drill  54  new  wells  in  1991,  r 
ing  the  total  to  192,  vs.  last  year's  ] 
Several  analysts  are  also  bull: 
"Cabot  is  trading  well  below  its 
asset  value  of  $25  a  share,"  says  H 
Juengling  of  Howard,  Weil,  Labouii 
Friedrichs.  One  attraction,  he  says 
that  50%  of  Cabot's  output  is  sold 
annual  or  longer  contracts.  Dan  Ric( 
portfolio  manager  at  MetLife  St 
Street  Global  Energy  Fund,  says  t. 
because  of  Cabot's  unleveraged  I 
ance  sheet,  strong  cash  flow,  and  do 
nant  position  in  the  Northeast,  it's 
good  position  to  buy  gas  assets  as 
industry  consolidates.  Rice  says  C 
ot's  undervalued  stock  is  worth 
much  as  $30  a  share.  While  analy 
expect  earnings  of  44$  in  1991, 
from  57$  last  year,  cash  flow  is  on 
rise.  It  should  hit  $2.20  a  share  t 
year,  vs.  $2  in  1990. 


Time's  up. 


You  scored  perfectly.  Because  Intel  is  the  world's 
;ader  in  microprocessor  design  and  development, 
t's  also  the  company  that  introduced  the  first  micro- 
)rocessor.  And  when  it  comes  to  investing  money 
nto  the  technology,  Intel  is  first  again.  Giving  you 
he  assurance  that  with  an  Intel  microprocessor 
iside  your  computer,  you'll  have  the  power  and  com- 
)atibility  to  take  you  into  the  future. 


So  if  you  want  all  that  working  for  you,  make 
sure  the  386SX,  386  or  486  computer  you  choose  has 
the  first  name  in  microprocessors  inside.  Intel. 

intel 

The  Computer  Inside: 


Intel486,  lntel386,  and  lntel386SX  are  trademarks  of  the  Intel  Corporation,  ©1991  Intel  Corporation  AJI  rights  reserved. 


I 


arketin 


NUTS  AND  BOLTS:  EMPLOYEES  OF  INFINITI  DEALERSHIPS  GET  A  WEEK-LONG  TRAINING  SESSION 


WHO'S  THE  MOST 
PAMPERED  MOTORIST  OF  ALL? 


Lexus  and  Infiniti  heat  up  the  competition  in  J.  D.  Power's  derby 


Locked  the  keys  in  your  Lexus? 
Don't  worry,  just  call  your  dealer. 
He's  likely  to  tell  you  to  break  in 
through  a  rear  window,  then  stop  by 
later  so  he  can  replace  the  window  for 
free.  Seats  in  your  Infiniti  Q45  too 
hard?  Infiniti  will  probably  rebuild  them 
to  your  liking. 

Owners  of  Lexus  and  Infiniti  cars,  the 
luxury  Japanese  models  launched  by 
Toyota  and  Nissan  in  the  fall  of  1990, 
delight  in  such  tales  of  extraordinary 
service,  which  some  call  the  best  avail- 
able from  any  carmaker.  "Lexus  and 
Infiniti  are  creating  a  different  standard 
against  which  all  others  will  be  judged," 
says  Maryann  N.  Keller,  auto  analyst  at 
Furman  Selz  Inc. 

MAKING  NICE.  The  Lexus  and  Infiniti 
dealers,  of  course,  gush  over  customers 
to  sell  more  cars.  But  now  they  have 
another  compelling  reason  to  make  nice. 
This  is  the  first  year  both  brands  quali- 
fy for  consideration  in  the  Customer 
Satisfaction  Index,  or  CSI,  of  J.  D.  Pow- 
er &  Associates  Inc.  (table). 

For  the  past  10  years,  J.  D.  Power  has 
been  quizzing  drivers  about  their  love- 
hate  relationships  with  their  cars  and 
tabulating  its  findings  on  car  quality 
and  sei-vice  into  an  overall  index.  J.  D. 
Power  publishes  other  car  ratings — one 
for  newly  purchased  autos  comes  out 
May  31 — and  it  now  evaluates  comput- 
ers. Other  firms  also  rate  cars,  but  Pow- 


1 


er's  CSI,  which  is  released  in  July,  is  the 
most  prestigious.  Honda  Motor  Co.'s 
Acura  division  has  topped  the  CSI  for  the 
past  four  years,  and  the  company  has 
trumpeted  the  fact  in  heavy  advertising. 

Now,  Acura  and  the  top  runners-up — 
Mercedes,  Toyota,  Cad- 
illac, and  Honda — face 
the  possibility  that 
Lexus  and  Infiniti  will 
edge  two  of  them  from 
the  top  five.  "We're  out 
for  No.  1,"  says  Infiniti 
General  Manager  Wil- 
liam R.  Bruce.  The  bet- 
ting among  dealers  and 
analysts  is  that  Lexus 
and  Infiniti  are  running 
neck  and  neck  in  their 
race  for  the  honors. 
Each  company's  flag- 
ship product,  a  $40,000 
sedan,  is  superbly  engi- 
neered. Lexus  may 
have  a  slight  edge  in 
quality.  A  Consumer 
Reports  survey  gives 
better  marks  to  Lexus 
than  to  Infiniti  for  its 
repair  records.  But  In- 
finiti seems  to  be  outdo- 
ing Lexus  on  customer 
service. 

Both  Infiniti  and 
Lexus  see  the  care  and 
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MAKING 
THE  GRADE 


Assembling  the  J.D.  Power  & 
Associates  Customer 
Satisfaction  Index  (CSI)  for 
auto  makers 

In  March,  J.D.  Power  mails 
out  a  six-page  question- 
naire to  73,000  owners  of 
1990  model  cars.  Owners  get 
$1  for  responding.  About 
23,000  do 

2 Consumers  answer  23  de- 
tailed questions  about 
their  experiences  for  the  first 
year  of  owning  a  model.  The 
questions,  which  deal  with  ev- 
erything from  transmission  per- 
formance to  getting  your  re- 
pair bill  explained,  measure 
overall  customer  satisfaction 

3 Results  are  released  in 
July.  Carmakers  buy  the 
research,  while  the  nameplate 
in  first  place  has  sole  permis- 
sion to  advertise  its  ranking 

DATA:  J  D  POWER  &  ASSOCIATES 


feeding  of  customers  as  a  crucial 
which  they  can  use  to  stand  out  ii 
glutted  luxury  car  market.  J.  D.  P 
agrees.  "Customer  handling"  ha 
ways  accounted  for  40%  of  the 
score  in  the  Power  CSI.  But  nov 
Agoura  Hills  (Calif.)  market  resea 
is  likely  to  boost  that  category  to  5( 
60%  of  the  tally  this  year.  Says 
Dukes,  who  administers  the  CSI  at 
Power:  "How  they're  treated  at 
dealership  has  become  more  impo 
to  customers  and  should  carry  gr| 
weight." 

CODDLING.  That  realignment  could! 
Acura  and  others  at  a  slight  disacj 
tage.  When  it  was  launched  in  1985 
Acura  Legend  far  surpassed  anj 
on  the  market  for  quality.  Acura! 
required  its  dealers  to  set  up  sepjl 
showrooms  that,  instead  of  having  t 
or  four  car  lines  on  the  same  showi 
floor,  feature  only  Acura  models 
dealer  personnel  get  to  learn  the  ins  ^'"E"- 
outs  of  only  a  single  car  line,  and 
chanics  are  more  likely  to  fix  prob  ilossg 
the  first  time.  "Exclusivity  contribu  jjutj 
lot  to  customer  satisfaction," 
Acura  Vice-President  Ed  Taylor. 

With  Lexus  and  Infiniti,  Toyota 
Nissan  have  advanced  the  compel 
in  service.  And  unlike  Acura,  which 
no  formal  training  in  the  art  of  cod( 
customers,  both  Lexus  and  Infinit 
up  programs  to  ensure  that  ever 
understands  the  focus  on  the  custol 
Lexus  and  Infiniti  seemingly  wi( 
anything  to  keep  buyers  pleased. 

has  bought  cars 
from  owners  unhd 
with  such  details  asl 
ishing  marks  on 
paint  finish.  Richar 
Chitty,  customer 
faction  manager 
Lexus,  has  used  ov 
surveys  and  deal 
average  gross  pn 
to  calculate  the  cos 
customer  dissatis 
tion.  While  the  cos|p4 
the  best  dealer  is 
$4,300  a  year,  cos 
the   worst  dealer 
$66,762   in   lost  g. 
profits.  Says  Chi 
"That  assumes  the 
customer  would  i 
buy  one  more  car. 
it  doesn't  count  the 
or  so  friends  he  c'fl- 
plained  to  about  thex- 
perience." 

Lexus  has  recei}y 
started  a  study  coi?e 
that  all  dealership  ^i- 
ployees  must  pass.  :V- 


Medical  studies  reveal. . . 


The  earlier  you  use  Rogaine, 

the  better  your 
chances  of  growing  hair. 


ine  is  the  only  product  ever 
!n  to  grow  hair.  And  studies 
that  using  it  at  the  first  signs 
ir  loss  gives  you  the  best 
;e  that  it  will  grow  hair  for  you. 

t  are  the  early  warning 
of  losing  hair? 


"My  hair's  completely  filled  in.  Ii 
ll  was  amazing!  Early  trealmenl. . 


started  growing  in  under  2  months 
it  works'"  —Jim  Wilets.  30 


eryone  loses  a  little  hair.  Fifty  to  80  hairs  a  day  is 
al.  If  you're  losing  more  than  100  hairs  a  day  without 
normal  replacement,  the  first  sign 
will  often  be  thinning  of  the 
"crown"  at  the  top  of  your  scalp. 
See  your  doctor  when  you  first 
notice  it,  because  this  small  bald 
spot  can  grow  larger  over  time. 

Two  million  men  worldwide 
have  tried  Rogaine.  In  yearlong 
clinical  tests  conducted  by  derma- 
tologists at  27  medical  centers 
nationwide,  virtually  half  (48%) 
:  men  who  tried  Rogaine  saw 
st  moderate  hair  regrowth. 
y-six  percent  had  minimal 
wth  and  the  rest  (16%)  had 
growth. 

ctors  also  found  that  it  usu- 
ikes  4  months  or  more 
e  you  can  begin  to  evaluate 
use  of  Rogaine.  Side  effects 
minimal:  only  5%  of  the  men 
1  had  itching  of  the  scalp. 


not  have  grown  any  hair 
months,  but  most  of  my 
topped  falling  out.  I'm 
•ot  to  the  doctor  fast. " 
Silva.  20 


Will  Rogaine  work  for  you? 

Only  your  dermatologist  or 
family  doctor  can  tell  you,  so  see 
one  soon.  The  sooner  you  get  your 
prescription  for  Rogaine  (which  is 
now  available  in  an  economical 
3-pack),  the  sooner  you  could  be 
growing  hair. 

For  more  information,  a  list  of  doctors  in  your  area  who 
can  help  you,  and  a  certificate  worth  $10  as  an  incentive  to 
visit  your  doctor,  call  the  toll-free  number  below. 

Send  in  the  coupon  or  call 

1800  772-0033  ext679 

for  your  $10  certificate.  Soon. 

^  Fill  this  in  now.  Then,  start  to  fill  in  your  hair  loss.  ^ 

Mr  Keith  Barton.  The  Upjohn  Company 
PO  Box  9040,  Opa  Locka.  Florida  33054-9944 
Dear  Mr.  Barton: 

Please  send  me  a  free  brochure,  full  of  information  on  how  to  treat  my 
hair  loss  with  Rogaine.  And  just  to  make  sure  I  don't  forget  to  go  to  my 
doctor  about  my  hair  loss,  please  send  me  a  list  of  doctors  who  can 
help  me  and  a  certificate  worth  $10  as  an  incentive  to  see  my  doctor. 
Thanks. 

Name  


"The  first  time  I  saw  hair  growing 
was  at  about  8  months.  1  hadn't 
lost  much.  ./)ur  I'm  not  taking  any 
chances."  —  Tony  Vila 


Address- 


Cily/State/Zip- 
Phone  .  


-Age- 
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Rogaine 

SOLUTION  ^^minoxidil  2% 
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For  a  summary  of  product  information,  see  adjoining  page. 


SOLUTION    ^^minoxiclil  2% 

The  only  product  proven  to  grow  hair. 


Ro^aine 

S-i,.  *-'minoxiclil2% 


1^ 


The  only  product 
proven  to  grow  hair. 

What  li  R0GAIHE7 

ROGAINE  Topical  Solution,  discovered  and  made  by  The  Up)Ohn  Company  is  a  standardized  lopical  (tor  use  only  on  ifie  skin) 
prescnpiiofi  medication  proved  etiective  )oi  the  long-lerin  trealmeni  o1  male  pattern  baldness  ol  ttie  crown 

ROGAINE  IS  ifie  only  topical  solution  of  minoxidil  Minoxidil  m  tablet  lorm  has  been  used  since  1980  to  lower  blood  pressure 
The  use  of  mmondil  Sableis  is  limited  to  Ireatmeni  ol  patients  with  severe  high  blood  pressure  When  a  high  enough  dosage  in 
tablet  form  IS  used  to  lower  blood  pressure,  certain  etiects  that  merit  your  attention  may  occur  These  ettects  appear  to  be  dose 
related 

Persons  who  use  ROGAINE  Topical  Solution  have  a  low  level  ol  absorption  of  minoxidil,  much  lower  than  that  of  persons 
being  treated  with  minoxidil  tablets  lor  high  blood  pressure  Therelore.  Ihe  likelihood  that  a  person  using  ROGAINE  Topical 
Solution  will  develop  the  ettects  associated  with  minoxidil  tablets  is  very  smalt  In  fact,  none  of  these  etiects  has  been  directly 
attributed  lo  ROGAINE  m  clinical  studies 
How  lOon  can  I  aipecl  retuKt  from  uting  ROGAINE? 

Studies  have  shown  that  the  response  to  treatment  with  ROGAINE  may  vary  widely 

Some  men  receiving  ROGAINE  may  see  faster  results  than  others,  others  may  respond  with  a  slower  rate  ot  hair  growth  You 
should  not  expect  visible  gfowth  m  less  than  lour  months 
M  I  respond  to  ROGAINE.  what  will  ttia  hair  look  Ilka? 

It  you  have  very  little  hair  and  respond  to  treatment,  your  firsi  hair  growth  may  be  soft,  downy,  colorless  hair  that  is  barely 
visible  Atier  further  treatment  the  new  hair  should  be  the  same  color  and  ihicknessastheother  hair  on  your  scalp  II  you  start 
with  substantial  hatr.  the  new  hair  should  be  ot  the  same  color  and  thickness  as  the  rest  of  your  hair 

Hon  long  do  I  need  to  usa  ROGAINE? 

ROGAINE  IS  a  treatment,  not  a  cure  11  you  respond  to  treatment,  you  will  need  to  continue  using  ROGAINE  to  maintain  or 
increase  hair  growth  It  you  do  not  begin  to  show  a  response  to  treatmeni  with  ROGAINE  after  a  reasonable  period  qI  time  (at 
least  lour  months  or  more),  your  doctor  may  advise  you  to  discontinue  using  ROGAINE 
What  happana  If  I  stop  using  ROGAINE?  Will  I  keep  tha  na«  tiair? 

II  you  slop  using  ROGAINE  you  will  probably  shed  the  new  hair  within  a  few  months  after  slopping  treatment 

What  Is  the  dosage  ol  ROGAINE? 

You  should  apply  a  1  mL  dose  ol  ROGAINE  two  times  a  day.  once  in  the  morning  and  once  at  night,  before  bedlime  Each 
bottle  should  last  about  30  days  (one  month)  The  applicators  in  each  package  ol  ROGAINE  are  designed  lo  apply  the  correct 
amount  ol  ROGAINE  with  each  applicaiion  Please  reler  to  the  Instructions  lot  Use 

What  If  I  ffllsi  a  doia  or  forget  to  asa  ROGAINE? 

It  you  miss  one  or  two  daily  applicalions  ol  ROGAINE,  you  should  restart  your  twice-daily  application  and  return  to  your 
usual  schedule  You  should  not  atiempl  to  make  up  lor  missed  applications 
Can  I  yse  ROGAINE  more  than  twice  a  day?  Will  It  work  faster? 

No  Studies  by  The  Upiohn  Company  have  been  carefully  conducted  to  determine  the  correct  amouni  of  ROGAINE  to  use  to 
obtain  the  most  satisfactory  results  More  Irequeni  applications  or  use  of  larger  doses  (more  than  one  mL  twice  a  day)  have  not 
been  shown  to  speed  up  the  process  ol  hair  growih  and  may  increase  the  possibility  ot  side  ettects 
What  are  the  most  common  side  effects  reported  In  clinical  stadias  with  ROGAINE? 

Studies  of  patients  usmg  ROGAINE  have  shown  that  the  most  common  adverse  ettects  directly  attributable  to  ROGAINE 
Topical  Solution  were  itching  and  other  skm  irriiations  of  the  treated  area  ot  Ihe  scalp  About  5%  of  patients  had  these 
complaints 

Other  side  effects,  including  light-headedness,  dizzmess,  and  headaches  were  reported  by  patients  using  ROGAINE  or 
placebo  (a  similar  solution  without  the  active  medication) 
What  are  some  of  the  side  effects  people  have  reported? 

The  frequency  of  side  ettects  listed  below  was  similar,  except  lor  dermatologic  reactions,  in  the  ROGAINE  and  placebo 
groups  Respiratory  (bronchitis,  upper  respiratory  infection,  sinusitis).  Dermatologic  (irritant  or  allergic  contact  dermatitis, 
eczema,  hypertrichosis,  local  erythema,  pruritus,  dry  skin/scaip  flaking,  exacerbation  ol  hair  loss,  alopecia).  Gastrointestinal 
(diarrhea,  nausea,  vomiting),  /Veuro/opy  (headache,  dizziness,  tamtness  light-headedness).  Musculoskeletal (Iractures.  back 
pain,  tendinitis).  Cardiovascular  (edema,  chest  pain,  blood  pressure  increases/decreases,  palpitation  pulse  rate  increases/ 
decreases).  Allergy  (nonspecific  allergic  reactions,  hives,  allergic  rhimlis.  facial  swelling  and  sensitivity).  Special  Senses 
(coniunctivitis,  ear  inlections.  vertigo,  visual  disturbances,  including  decreased  visual  acuity),  Metabolic-Nutritional  (edema, 
weight  gam).  Urinary  Tract  (urinary  tract  inlections,  renal  calculi,  urethritis).  Genital  Tract  (proslalitis,  epididymitis,  sexual 
dysfunction).  Psychiatric  (anxiety,  depression,  fatigue).  Hematology  (lymphadenopathy,  thrombocytopenia).  Endocrine 
Individuals  who  are  hypersensitive  to  minoxidil,  propylene  glycol,  or  ethanol  must  not  use  ROGAINE 
ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  ol  the  eyes,  mucous  membranes,  or 
sensitive  skin  areas  If  ROGAINE  accidentally  gels  inio  these  areas,  bathe  Ihe  area  with  large  amounts  ol  cool  tap  water  Contact 
your  doctor  il  irritation  persists 

What  are  tha  possible  side  effects  that  coald  affect  the  heart  and  circatatlon  when  eslng  ROGAINE? 

Although  serious  side  etiects  have  not  been  attributed  to  ROGAINE  m  dmicai  studies,  there  is  a  possibility  that  they  could 
occur  because  the  active  ingredient  in  ROGAINE  Topical  Solution  is  the  same  as  m  minoxidil  tablets 

Minoxidil  tablets  are  used  lo  treat  high  blood  pressure  Mmoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries,  an 
eflecl  called  vasodilation  Vasodilation  leads  to  retention  ol  fluid  and  increased  heart  rate  The  lollowmg  effects  have  occurred 
in  some  patients  taking  minoxidil  tablets  lor  high  blood  pressure 

Increased  heari  rate—  some  patients  have  reported  that  Iheir  resting  heart  rate  increased  by  more  than  20  beals  per  minute, 
Rapid  weight  gam  of  more  lhan  5  pounds  or  swelling  (edema)  ol  the  lace,  hands,  ankles,  or  stomach  area,  Dilliculty  in 
breathing,  especially  when  lying  down,  a  result  ot  an  increase  m  body  fluids  or  lluid  around  the  heart.  Worsening  ol.  or  new 
onset  ot.  angma  pectoris 

When  ROGAINE  Topical  Solution  is  used  on  normal  skm,  very  little  minoxidil  is  absorbed  and  the  possible  etiects  attributed 
to  minoxidil  tablets  are  not  expected  with  the  use  ol  ROGAINE  It.  however,  you  experience  any  of  the  possible  side  effects 
listed,  disconiinue  use  ot  ROGAINE  and  consult  your  doctor  Presumably,  such  effects  would  be  mosi  likely  if  greater 
absorption  occurred,  e  g  because  ROGAINE  was  used  on  damaged  or  inflamed  skm  or  m  greater  than  recommended 
amounts 

In  animal  studies,  m-noxidil.  m  doses  higher  than  would  be  obtained  from  topical  use  m  people,  has  caused  imporlant  heart 
structure  damage  This  kind  ol  damage  has  not  been  seen  m  humans  given  minoxidil  tablets  lor  high  blood  pressure  al  effeclive 
doses 

What  factors  may  Increase  the  risk  of  serious  side  effects  wKh  ROGAINE? 

Individuals  with  known  or  suspected  underlying  coronary  artery  disease  or  the  presence  of  or  predisposition  to  heart  lailure 
would  be  at  particular  risk  it  systemic  elteds  (that  is,  increased  heart  rate  or  tluid  retention)  ot  minoxidil  were  to  occur 
Physicians  and  paiienis  wdh  these  kinds  of  underlying  diseases,  should  be  conscious  of  the  potential  risk  of  treatment  il  they 
choose  to  use  ROGAINE 

ROGAINE  should  be  applied  only  to  the  scalp  and  should  not  be  used  on  other  parts  ol  the  body,  because  absorption  ol 
minoxidil  may  be  increased  and  the  risk  ol  side  effects  may  become  greater  You  should  not  use  ROGAINE  it  your  scalp  becomes 
irritated  or  is  sunburned,  and  you  should  not  use  it  along  with  other  topical  Ireatmeni  medication  on  your  scalp 

Can  men  with  high  hlood  pressure  usa  ROGAINE? 

Individuals  with  hypertension,  including  Ihose  under  treatmeni  with  antihypertensive  agents,  can  use  ROGAINE  but  should 
be  moniiored  closely  by  then  doctor  Patients  taking  guanethidine  tor  high  blood  pressure  should  not  use  ROGAINE 

Should  any  precautions  be  followed? 

Individuals  using  ROGAINE  should  be  monitored  by  their  physician  one  month  after  starting  ROGAINE  and  at  least  every  six 
months  afterward  Discontinue  ROGAINE  il  systemic  effects  occur 

Do  not  use  it  m  conjunction  with  other  topical  agents  such  as  corticosteroids,  retinoids  and  petrolatum  or  agents  that 
enhance  percutaneous  absorption  ROGAINE  is  lor  topical  use  only  Each  ml  contains  20  mg  minoxidil  and  accidental  ingestion 
could  cause  adverse  systemic  effects 

No  carcinogenicity  was  found  with  topical  application  ROGAINE  should  not  be  used  by  pregnant  women  or  by  nursing 
mothers  The  eltecls  on  labor  and  delivery  are  not  known  Pediatric  use  Safety  and  effectiveness  has  not  been  established 
under  age  18 

Caution  Federal  law  prohibits  dispensing  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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ery  Lexus  employee  must  also  phoj 
least  one  new  Lexus  owner  a  we 
see  how  he  or  she  likes  the  car.  Ir 
is  even  more  ambitious.  To  reward  j 
rior  customer  service,  an  Infinitil 
tomer-satisfaction  fund  doles  out  i 
$100,000  a  year  per  dealer.  Dealers 
cally  distribute  half  of  that  bonan 
their  employees.  Infiniti  figures 
what  to  pay  dealers  by  calling  i 
customer  who  bought  a  car  or  a  p£ 
who  required  service.  And  it  em 
"mystery  shoppers"  to  check  u 
dealerships. 

To  qualify  for  the  bucks,  dealers 
send  every  employee — from  the  o 
right  down  to  the  receptionist  an 
attendants — to  Scottsdale,  Ariz.,  f( 
intense  week-long  training  ses 
There  they're  drilled  on  product  k 
edge  and  service  skills.  They  spend 
with  professional  racers  and  act] 
drive  competitors'  cars  on  a  track, 
ers  say  training  alone  costs  $20,0i 
start  a  new  dealership.  But  Infinitil 
pays  SOTc'  of  the  cost  of  loaner  ca: 
the  dealerships,  so  that  every  custi 
with  a  service  appointment  gets 
"My  competitors  call  it  a  subsidy, 
finiti's  Bruce  says.  "I  call  it  invest 
in  the  brand." 

CAR  SWAPPING.  Whatever  you  call 
helps.  "When  you  have  a  pro! 
there's  no  inconvenience,"  says  S. 
Feuerstein,  a  Burson-Marsteller 
vice-president  who  had  to  use  se 
Infiniti  loaners.  She  has  since  talkei 
brother  and  several  friends  into  bu| 
Q45s.  And  Gary  D.  Nesen,  the  only 
er  in  the  country  with  Infiniti,  Li 
and  Acura  franchises,  finds  that  hii 
finiti  store  consistently  ranks  highe: 
customer  satisfaction.  "Lexus 
Acura  just  talk  to  you  about  it,  buj 
finiti  knows  what  motivates  us," 
says.  "They  pay  us  to  make  sure 
tomers  are  taken  care  of."  A  visit  1 
mystery  shopper,  however,  did  cost 
sen  $2,500  in  lost  bonuses:  The  de 
ship's  lawn  needed  mowing. 

As  Lexus  and  Infiniti  vie  for  J 
Power's  most  prestigious  award,  tl 
are  signs  that  other  carmakers  are 
ting  the  message  on  customers.  Olds 
bile,  for  example,  now  lets  any 
owner  swap  his  or  her  car  for  ano 
within  the  first  30  days,  for  any  reaii^ 
But  General  Motors  Corp.'s  new  Satu 
Div.  has  gone  the  furthest,  buildin 
network  similar  to  Lexus'  and  Infin 
and  starting  Infiniti-like  dealer-trair 
programs. 

Maybe  Saturn  and  other  middle-of 
road  U.S.  nameplates  will  someday 
come  serious  contenders  for  the  Po?r 
trophy.  Then  the  real  winner  will  be 
customer. 

By  Larry  Armstrong  in  Los  An, 


Because  product  tamperings 
and  recalls,  threatened  takeovers,  breaches 
of  corporate  ethics  and  environmental 
disasters  are  unpredictable. .  . 


Business  Week  Presents 


CRISIS 


A  Series  Of  Full-day,  Interactive  Seminars  With 

HERB     S  C  H  M  E  R  T  Z 

President,  The  Schmertz  Co. 
former  Vice-President  for  Public  Affairs,  Mobil  Oil  Corporation  Hi 


ANGELA     Z  I  Z  Z  I      D  A  I  L  E  Y 

President,  The  DAI  Communications  Group 
former  Senior  Vice-President, 
Corporate  Communications,  Drexel  Burnham  Lambert 


Arm  your  Senior  Executives  With  A  Winning 
Corporate-w^ide  Communications  Strategy 

EbsinessMfeekr^^i 

For  Information  Call:  (212)  512-4930  Fax:  1-212-512-6909 
Space  Is  Limited  ■    :  ,  ;  ' 
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BREAST  IMPLANTS: 

WHAT  DID  THE  INDUSTRY  KNOW,  AND  WHEN? 
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Documents  obtained  by  BUSINESS  WEEK  suggest  implant  makers  may  have  seen  the  dangers  long 
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When  lawyers  square  off  in  a 
San  Francisco  courtroom  on 
June  25,  there  will  be  more  at 
issue  than  the  question  of  whether  Dow 
Corning  Corp.  knowingly  sold  Mariann 
Hopkins  a  defective  silicone  breast  im- 
plant. In  a  way,  an  entire  industry  will 
be  on  trial. 

After  three  decades  on  the  market — 
and  sales  to  roughly  2  million  women — 
breast  implants  are  facing  a  legal  as- 
sault that  some  lawyers  are  comparing 
to  the  multibillion-dollar  litigation  over 
the  Dalkon  Shield  contraceptive.  Plain- 
tiffs' attorneys  say  hundreds  of  women 
have  filed  suit  so  far.  The  suits  allege 
that  the  implants  deteriorated — with  di- 
sastrous results.  Among  the  claims:  that 
silicone  can  leach  throughout  the  body, 
wreaking  havoc  on  the  immune  system. 
In  March,  a  New  York  jury  awarded 
$4.5  million  to  a  woman  who  asserted 
that  a  1983  silicone  implant  with  a  poly- 


urethane-foam  covering  caused  her 
breast  cancer.  An  appeal  is  pending. 

Concern  about  potential  health  risks 
has  spurred  the  government  to  begin  to 
regulate  what  is  now  the  third-most-pop- 
ular form  of  cosmetic  surgery  after  nose 
and  liposuction  operations.  In  April,  the 
Food  &  Drug  Administration  told  im- 
plant manufacturers  to  prove  their  prod- 
ucts are  safe — a  step  an  agency  adviso- 
ry panel  had  recommended  nearly  a 
decade  ago.  A  week  later  came  reports 
of  an  ongoing  FDA  study  linking  the 
foam-covered  implants  to  a  cancer-caus- 
ing agent.  That  led  the  implant's  maker, 
Bristol-Myers  Squibb  Co.,  to  suspend 
shipments  of  its  product. 
FOOT-DRAGGING.  An  investigation  by 
BU.SINESS  WEEK  has  uncovered  evidence 
that  the  industry  has  been  aware  for  at 
least  a  decade  of  animal  studies  linking 
implants  to  cancer  and  other  illnesses. 
Women  were  not  told  of  these  risks  until 
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years  later.  "The  manufacturers 
surgeons  have  been  performing 
mental  surgery  on  humans,"  Thorn 
Talcott  told  a  congressional  pan 
cember.  A  Dow  Corning  materials 
neer  for  24  years,  Talcott  quit  his 
1976  in  a  dispute  over  the  implants 
ty.  He  now  testifies  for  women  whc 

Dow  Corning  and  other  implant  n 
facturers  dispute  allegations  that 
products  are  unsafe  and  say  se 
medical  studies  support  them.  "Ou 
jective  is  to  produce  the  best  po; 
product  in  terms  of  safety  and  effic 
says  Robert  T.  Rylee  II,  Dow  Corn|«™' 
health  care  general  manager. 

The  controversy  has  caught  the 
tion  of  lawmakers.  In  an  Apr.  26 
to  FDA  Commissioner  David  A.  Kei 
Representative  Ted  Weiss  (D-N 
chairman  of  a  human  resources  an  I'ffffi 
tergovernmental  relations  subcomn  *3tiri! 
studying  the  implant  issue,  criticize( 
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On  silicone  leakage  from  implants: 
Typically,  the  reaction  is  benign' 


ROBERT  T.  RYLEE  II 

Dow  Coming's  health  care 
general  manager 


Tb<t  »poa«or,  Dov  Corning  ioc»  not  di»puc»  the  toultt  of  the  currtoJ 
I.e.,  Ccralng  «gree«  that  •lllcooe  jel  Is  iarcooojeale.  Bo«»tt 
tpoMor  eoatead*  th»C  laductloo  of  •arcoea  In  rjt»  1»  due  Co  folld-« 
c«rcloo^eacsls  (Opp<ohelner  tfftct).  This  l«^oolqu»ly  «  rodeot  ph«0 
Therefore,  that  It  la  of  no  huMO  heilch  cotise(tuencB  ti  lolld-Ji^te 
saa  has  sot  bees  docuseated.  In  lupporc  of  cheie  cooceacioai  an 
«pldeffliologlcal  atudy  by  BeApta,  et.  *!.,  baa  been  cited  aod  ahows  n 
lacideace  of  caocer  to  breait  l«pl»nt  leclplecn. 

rOA.  ataffeij,  oc  the  other  haad,  noted  the  follotflas: 

1.  Solld-itate  tuaor  ba;i  been  reported  In  racj,  mice,  chickeoa,  rabl 
<ioga.  It  16  blolc^lcally  oocoovioclag  that  man  la  a  uniquely  r« 
•  pedes.  ~ 


In  1976,  the  president  of  an 
implant  maker  wrote  a  letter 
to  doctors  informing  them 
that  implants  could  rupture 


for  dragging  its  feel.  "FDA  docu- 
indicate  that  for  more  than  10 
^DA  scientists  expressed  concerns 
.he  safety  of  silicone  breast  im- 
that  were  frequently  ignored  by 
icials,"  wrote  Weiss.  The  agency 
"it's  taken  a  long  time,  but  FDA 
her  priority  devices  to  deal  with," 
iizabeth  D.  Jacobson,  deputy  di- 
at  the  agency's  Center  for  De- 

Radiological  Health. 
LAWYERS.  The  companies,  espe- 
)ow  Corning,  are  responding  to 
questions  and  lawsuits  with  a 
rt  press  to  keep  their  internal 

and  studies  from  reaching  the 
When  the  manufacturers  settle 
ften  for  a  few  thousand  dollars, 
mand  that  court  orders  keep  the 
nd  any  information  provided  in 
es  under  seal.  The  court  orders 
rbid  medical  experts  who  have 

the  companies'  data  to  discuss 
iblicly. 

lany  officials  say  secrecy  is  cru- 
^uard  proprietary  data  that  could 
competitors.  But  there  is  another 
Says  Dow  Coming's  Rylee:  "We 
^ant  to  be  overeducating  plain- 
wyers." 

int  makers  are  confident  that 
n  weather  the  legal  storm — un- 
er  manufacturers  assaulted  with 
-liability  suits.  "Notwithstanding 
ms  and  allegations,"  says  Cincin- 
/yer  Frank  C.  Woodside  III,  who 
■dinating  Dow  Coming's  legal 
"the  vast  majority  of  lawsuits 


are  ones  in  whicli  the  damages  are  not 
very  high." 

That  could  soon  change.  The  women 
who  are  suing  implant  makers  have 
powerful  allies:  organized  trial  lawyers 
and  consumer-rights  crusader  Ralph  Na- 
der. Emboldened  by  some  court  victories 
and  the  fda's  recent  call  for  safety  data, 
they  smell  blood.  In  May,  they  huddled 
in  Washington  to  share  notes  and  to  co- 
ordinate their  attack.  "I  doubt  whether  a 
tiny  fraction  of  those  injured  have 
sued,"  says  Sidney  M.  Wolfe,  director 
of  Nader's  Public  Citizen  Health  Re- 
search Group. 

Women  who  pay  surgeons  $450  million 
a  year  for  implants  also  are  gaining  mo- 
mentum from  some  emerging  evidence. 
Court  records  in  a  pending  Michigan 
case  show  several  references  to  Dow 
Coming  documents  concerning  silicone- 
gel  "bleed,"  or  leakage,  from  the  mem- 
brane-covered implants.  Currently  under 
a  protective  order,  the  documents  go 
back  to  the  mid-1970s — a  decade  before 
the  company  first  acknowledged  the 
phenomenon  in  its  package  inserts.  And 
in  1976,  James  Rudy,  then  president  of 


Heyer-Schulte  Corp.,  an  implant  maker 
in  Goleta,  Calif.,  wrote  a  "Dear  Doctor" 
letter  to  inform  physicians  that  implants 
could  rupture. 

The  companies  may  not  be  able  to 
keep  such  material  private  much  longer. 
In  November,  U.  S.  District  Court  Judge 
Stanley  Sporkin  in  Washington  ordered 
the  FDA  to  make  public  hundreds  of  ani- 
mal studies  dating  back  to  the  1960s  that 
Dow  Coming  had  given  the  agency.  The 
company  had  provided  the  data  under  a 
confidentiality  procedure  Sporkin  criti- 
cized as  an  FD.A  ruse  to  avoid  the  Free- 
dom of  Information  Act.  Dow  Corning  is 
appealing  that  ruling. 
INCONCLUSIVE  RESULTS.  The  types  of 
studies  under  contention  include  internal 
Dow  Corning  research  conducted  in  the 
mid-1970s  that  revealed  tumors  in  lab- 
oratory animals  exposed  to  silicone  gels. 
According  to  a  1988  FDA  memo  summa- 
rizing the  data,  Dow  Corning  convened  a 
review  panel  that  determined  the  pres- 
ence of  malignant  tumors  in  up  to  807'^ 
of  the  test  animals.  The  figure  was  so 
high  that  the  panel  considered  the  study 
suspect  and  eventually  deemed  it  incon- 
clusive. A  decade  later,  another  Dow 
study  found  that  tumors  could  be  in- 
duced in  rats  when  foreign  agents,  such 
as  silicone  implants,  were  put  into  them. 
Dow  Coming,  and  some  FDA  officials 
who  reviewed  the  studies,  contend  that 
while  silicone  can  cause  cancer  in  rats, 
there  is  no  proof  it  would  in  humans. 
But  the  FDA  summary  concluded  that 
"there  is  considerable  reason  to  sus- 


THE  FDA 

1  TOO  SLOWLY? 

5  that  have  come  to  light  show  that 
8,  some  agency  officials  had  serious 
)ns  about  implant  safety,  but  only  in 
id  the  fda's  regulations  get  tougher 


will  see,  the  conclusiDn  of  this  report  is  that  ailicoQC  can 
cancers  In  rats;   there  is  no  direct  proof  that  silicone  causes 
s  itt  humaas ;  however ,   there  is  considerable  reason  to  sus  pecc 
lllcone  can  do  6o . 


There  is  no  way  to  detoxify  from  this 
chemical' 


-SYBIL  GOLDRICH 

Plaintiff 
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Recently,  Compaq  significant 
'reduced  prices  on  its  most  popuisifin 
personal  computers  and  PC  systems.  ;coiiip 
Ttiis  will  liave  a  tremendous  impact  on  yoi  fonitii 
bottom  line.  And  not  because  of  cost  alone.  jii 

Our  new  prices  mean  there's  nothing  now  standing  between  you' 
and  the  high  performance  of  COMPAQ.  You  won't  have  to  make  do  with|;i;[[,i5 
compromise  instead  of  the  COMPAQ  PC  you  want.  Iq^it 
Our  new  prices  also  mean  you  can  afford  to  let  all  your  users  wq  iidp 
with  the  PCs  that  simply  work  better.  \^<^!^ 

COMPAQ  PCs  deliver  optimal  performance,  so  your  users  will  sper 
less  time  waiting.  And  more  time  working. 

Our  PCs  endure  relentless  reliability  tests,  so  downtime  is  reduce(| 
And  as  we  all  know,  downtime  means  money. 

COMPAQ  PCs  also  offer  the  utmost  in  compatibility.  So  you  can  spe 
your  time  working  on  business  issues,  not  computer  issues. 


COMPAQ.  Registered  U  S  Patent  and  Trademark  Office  (D 1991  Compaq  Computer  Corporation  All  rights  reserved. 


ne  reasons 


inally,  COMPAQ  PCs  are  supported  by  one  of  the  best-trained  dealer 

ks  in  the  industry.  Dealers  who  are  committed  to  giving  you  compre- 

'  computing  solutions,  not  just  computers. 

rom  the  beginning,  COMPAQ  PCs  have  delivered  the  performance, 

ity  and  compatibility  you've  asked  for.  Now,  they  also  deliver  it 

ffordably. 

Jl  this  makes  quite  a  statement.  Especially  on  your  bottom  line, 
b  get  the  facts,  call  your  Authorized  COMPAQ  Computer  Dealer  for 
and  product  information.  Or  call  1-800-231-0900,  Operator  161,  and 
ail  you  our  new  suggested  resale  prices  and  the  location  of  the  dealer 
;  you.  In  Canada,  just  call  1-800-263-5868,  Operator  161 . 


comma 
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pect  that  silicone  can  do  so"  (page  94). 

One  group  of  lay  citizens  who  re- 
viewed many  of  Dow  Coming's  internal 
documents  didn't  buy  the  company's  ar- 
guments. A  San  Francisco  federal  court 
jury  concluded  in  1984  that  the  company 
had  committed  fraud  in  marketing  its 
implant  as  safe.  The  jurors  awarded  Ma- 
ria Stern  of  Nevada  $1.5  million  in  puni- 
tive damages.  After  Dow  appealed,  the 
case  was  settled  for  an  undisclosed  sum, 
and  much  of  the  file  is  under  a  protec- 
tive order.  Many  of  the  same  issues  will 
soon  reemerge  in  the  Mariann  Hopkins 
trial.  Hopkins,  47,  who  is  represented  by 
Stern's  Redwood  City  (Calif.)  lawyer, 
Dan  C.  Bolton,  claims  that  her  1976  Dow 
Corning  implants  ruptured,  damaging 
her  immune  system. 

In  a  post-trial  ruling  in  the  Stern  case 
that  is  public,  U.  S.  District  Judge  Mari- 
lyn Hall  Patel  found  that  the  evidence 
showed  Dow  Coming's  implant  was  in- 
herently defective.  The  company's  own 
studies,  the  judge  wrote,  "cast  consider- 
able doubt  on  the  safety  of  the  product" 
that  was  not  disclosed  to  patients.  The 
judge  also  upheld  the  jury's  finding  that 
Dow  Corning  had  committed  fraud  and 
said  the  jury  could  conclude  that  Dow's 
actions  "were  highly  reprehensible." 
Dow  Coming's  Rylee  says  the  company 
"totally  disagrees"  with  the  verdict  in 
the  Stern  case,  terming  it  "a  highly 
charged,  emotional  piece  of  litigation." 
Rylee  says  that  all  of  the  early  Dow 
Corning  studies  have  been  redone  and 
now  show  that  implants  have  "no  ad- 
verse effect." 

Following  the  Stern  case,  Dow  Cor- 
ning changed  its  product  literature  to 
include  a  warning  that  surgeons  were  to 
pass  along  to  patients.  A  1985  package 
insert  mentions  the  possibility  of  im- 
mune-system sensitivity  and  possible  sili- 
cone migration  following  rupture.  That 
could  blunt  post-1985  legal  claims  that 
Dow  Corning  had  inadequately  disclosed 
potential  risks.  But  a  1987  Dow  Corning 
"position  statement"  discounted  the  im- 
mune-system problem,  saying  it  is  linked 
to  silicone  of  lesser  purity  than  is  used 
in  the  company's  implants.  Still,  the  com- 
pany began  a  program  to  replace  rup- 
tured implants  and  those  removed  be- 
cause patients  complained  of  adverse 
reactions. 

NO  CORRELATION.  Dow  Corning  officials 
do  not  dispute  that  silicone  can  leak 
from  the  implants,  but  they  say  it  is 
harmless:  "Typically,  the  reaction  is  be- 
nign," says  Rylee.  "It's  picked  up  by 
the  lymph  system,  transported  around, 
and  either  excreted  or  stored."  Industry 
officials  argue  that  no  medical  proof 
exists  to  link  silicone  with  immune-sys- 
tem ailments.  And  they  point  to  a  1982 
medical  study  that  showed  no  correla- 


tion between  implants  and  breast  cancer. 

Silicone  isn't  the  only  potential  prob- 
lem with  implants.  Bristol-Myers  with- 
drew its  implant  in  April  following  FDA 
confirmation  of  a  study  that  linked  the 
foam  used  to  coat  the  device  with  a  can- 
cer-causing agent  known  as  2-toluene 
diamine  (TDA).  But  then  the  agency 
seemed  to  backtrack,  issuing  a  press 
statement  on  Apr.  17  that  praised  Bris- 
tol-Myers for  its  actions  and  played 
down  the  cancer  risk  of  tda,  a  substance 
produced  when  the  polyurethane  foam 
disintegrates.  The  statement  was  issued 
despite  an  internal  agency  memo,  dated 
two  weeks  earlier,  that  found  the  foam, 
used  primarily  in  automobile  air  and  oil 
filters,  inappropriate  for  use  in  breast 
implants.  The  agency  had  long  known 
the  hazards  of  tda.  In  the  1970s,  it 
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Dow  Corning  rewrites  its  product  inserts  to 
warn  of  possible  risks.  A  two-year  Dow  study 
shows  silicone  gels  con  cause  cancer  in  rats 


MARCH,  1991 

A  New  York  jury  awards  $4.5  million  to  a 
woman  who  claims  a  foam-covered  implant 
caused  her  breast  cancer 

*PRIl,  1991 
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banned  tda's  use  in  hair  dyes 
risks  of  birth  defects. 

Bristol-Myers  will  not  comm 
any  pending  litigation  but  plans 
sume  sales  of  the  product  when  t 
finishes  its  review.  Medical  lit 
"contains  no  reported  cases  of 
cancer  associated  with  polyur 
foam,"  says  a  Bristol-Myers  spok 

Leading  the  public  furor  over 
implants  is  Sybil  Goldrich,  who  \ 
plants  in  1983  following  a  bilater; 
tectomy  for  breast  cancer.  Compli 
ensued,  and  she  eventually  had  fi 
ferent  sets  of  implants  before  a 
ing  them.  Since  then,  Goldrich  h; 
plagued  by  medical  problems  s 
her  doctors  attribute  to  the  im 
She  had  to  have  her  ovaries  and 
removed,  and  doctors  later  disC' 
that  silicone  had  migrated  to  he 
Goldrich,  who  is  a  co-leader  of  a  n; 
advocacy  group  of  breast-impla; 
tients,  is  suing  Dow  Corning  and 
er  implant  maker  in  Los  Angel 
damages.  "There  is  no  way  to  d 
from  this  chemical,"  she  says.  Th 
panies  dispute  the  claim. 
TOUGHER  RULES.  Goldrich  and 
wonder  why  the  FDA  hasn't  move 
er.  But  when  implants  were  first! 
keted  in  the  U.  S.  in  the  early 
such  medical  devices  were  unreg 
Only  in  1976  did  Congress  give  th| 
powers  over  devices.  Two  years  la' 
FDA  advisory  panel — staffed  h 
with  plastic  surgeons — recommend^ 
plants  be  classified  so  that  manufi 
ers  could  sell  them  without  havii 
prove  they  were  safe,  fda  staffer 
agreed  and  pressed  for  a  more  r( 
five  category. 

In  1982,  the  agency  proposed  the 
er  classification,  noting  concerns 
gel  migration  and  unknown  long 
toxic  effects  from  silicone.  The  ind 
and  surgeons  contested  this  but 
Still,  it  wasn't  until  April  of  this 
that  the  rule  change  proposed  a  d( 
earlier  requiring  proof  of  safety  be 
law.  Companies  have  until  July  to 
mit  evidence  of  their  products'  safe 
withdraw  them. 

For  the  implant  manufacturers 
strategy  of  keeping  quiet  about 
products'  potential  problems  may 
work  much  longer.  If  Sporkin's  ri 
forcing  the  release  of  the  Dow  Cor 
studies  is  upheld,  and  if  the  jury  ir 
Mariann  Hopkins  case  concludes 
Corning  knew  of  problems  long  befc 
let  on  to  consumers,  then  the  litig: 
floodgates  will  open  wider.  With  wc 
such  as  Hopkins  claiming  implant-r 
ed  illnesses  that  take  years  to  devi 
manufacturers  could  be  on  the  defer 
for  a  long  time. 

By  Tim  S)nart  i)i  Washin 


A  mutual  iind  that  looks  for 
undervalued  stocks  to  help  you  prepare 
for  an  overpriced  iiture. 


Weekly  Groceries 
Price  today  $74.00.  Price  in  2016  $250.59. 


Hamburger 
Price  today  $3.95.  Price  in  2016  $13.38. 


The  Merrill  Lynch  Growth  Fund 
for  Investment  and  Retirement  seeks 
growth  and  income. 

Investors  interested  primarily 
n  long-term  growth  and  secon- 
jarily  in  income  will  want  to 
:onsider  the  Merrill  Lynch 
jrowth  Fund. 

The  Fund  invests  in  a  diversi- 
led  portfolio  of  equity  securities, 
A'ith  primary  emphasis  on 
hose  which  Fund  management 
relieves  to  be  undervalued. 

That's  because  in  our  opinion 
securities  tend  to  be  overpriced 


under  favorable  conditions  and 
underpriced  in  unfavorable 
times,  which  can  create  many 
opportunities  to  seek  long-term 
capital  growth. 

For  more  information  on  this 
Fund  or  any  of  the  Merrill  Lynch 
family  of  funds,  contact  your 
Merrill  Lynch  Financial  Consultant. 

For  investing  and  for  retire- 
ment, this  Fund  puts  your 
money  to  work. 

A  prospectus  contaming  more  complete 
information,  including  all  charges  and 
expenses,  is  available  from  a  Merrill  Lynch 
Financial  Consultant.  Please  read  it  carefully 
before  you  inuest  or  send  money. 


Call  1-800-637-7455,  ext.  6874 

Return  U.i  Merrill  Lynch  Response  Cenler 
PC  Box  31.1200 

New  Brunswick.  NJ  08989-0200 
Please  send  information  and  a  prospectus  on  the 
Merrill  Lynch  Growth  Fund  for  Investment  and 
Retirement.  Inc.  and  Merrill  Lynch 's  family  of  funds  Ui 


Name- 


Home  Pi-i.)ne_L 


Merrill  Lynch  clients,  please  give  the  n.urie  and 
location  of  your  Financial  Consultant  


^timated  prices  for  1991.  Year  2016  projected  prices  based  on  an  annual  5"ii  InHation  rate, 
^1991  Merrill  Lynch,  Pierce,  Fenner& Smith,  Inc.  Member SIPC. 


Merrill  Lynch 

A  tradition  of  trust, 


AIG  IS  3^,000  PEOPLE  WORLDWIDE  WITH  INSURANCE 
KNOWLEDGE  SECOND  TO  NONE.  In  130  countries  and  jurisdictions  fra 
Paris  to  Penang.  Because  we  began  overseas,  in  Shanghai  in  1919,  AIG  has  an  international  traditii- 
other  insurers  have  only  recently  attempted  to  create.  We  learned  long  ago  that  service  means  hovijl 


eople  steeped  in  their  countries'  business  practices  and  needs.  And  developing  a  culture  of 
tion  and  responsiveness.  All  of  which  has  made  theAIG  Companies  the  preferred  insurance 
'sjor  businesses  seeking  global  growth  opportunities.  Wherever  those  businesses  are  based. 

V|   WORLD  LEADERS  IN  INSURANCE  ANO  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  Dept  A,  70  Pine  Street,  New  York.  NY  10270. 
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GORDON  GUND  MAY  BE  BLIND, 
BUT  DON'T  CALL  HIM  DISABLED 


Sightlessness  hasn't  kept  him  from  developing  some  nifty  businesses — and  an  impressive  ear  foi 


Skiing  in  Aspen  a  few  years  ago, 
Gordon  Gund  headed  into  tlie 
day's  final  run  with  assurances 
from  a  fellow  skier  that  there  was  no- 
body within  a  hundred  yards.  But  after 
Gund  had  made  just  a  few  turns  down 
the  steep  mountain,  an  out-of-control  be- 
ginner came  barreling  down  the  slope 
and  crashed  headlong  into  him,  sending 
the  two  men  and  their  equipment 
sprawling.  They  were  picking  them- 
selves up  and  checking  to  see  that  their 
limbs  were  still  intact,  when  the  begin- 
ner let  out  a  groan.  He  had  just  read  the 
bright  orange  signs  Gund  was  wearing 
on  his  back  and  chest:  BLIND  SKIER. 

"Oh,  he  was  ready  to  quit  right 
there,"  remembers  Gund  with  a  laugh. 
"We  had  to  take  him  down  and  get  him 
a  beer.  Fortunately,  after  a  few  drinks, 
we  convinced  him  not  to  quit." 

Gund's  distaste  for  quitting  isn't  acci- 
dental. Blinded  20  years  ago  by  a  degen- 
erative eye  disease  called  retinitis  pig- 
mentosa, or  RP,  he  was  despondent  at 
first  and  set  out  on  a  frantic,  worldwide 
hunt  for  a  cure.  The  nadir  was  a  strange 
and  lonely  three-week  trip  to  a  Soviet 
hospital  for  an  experimental  treatment. 
But  when  it  all  proved  fruitless,  Gund 
refused  to  become  embittered  or  de- 
pressed. He  decided  that  he  simply 
wasn't  going  to  let  blindness  stop  him 
from  living  the  life  he  wanted.  "You 
have  to  focus  on  things  you  can  affect," 
he  says.  "Sitting  back  and  feeling  sorry 
for  yourself  just  isn't  worth  it." 

Since  then,  Gund  has  built  a  consider- 
able collection  of  businesses.  They  in- 
clude the  Cleveland  Cavaliers  basketball 
team,  a  National  Hockey  League  expan- 
sion franchise,  and  real  estate  worth  mil- 
lions (table).  Gund  is  also  the  chairman 
of  the  RP  Foundation  Fighting  Blind- 
ness, a  group  that  has  raised  nearly  $30 
million  for  research. 

'REMARKABLE.'  The  .51-year-old  Gund  has 
clearly  demonstrated  that  blindness 
needn't  be  an  insurmountable  obstacle  to 
a  successful  business  career.  In  fact,  he 
has  even  found  that  certain  aspects  of  it 
can  work  to  his  advantage.  Undistracted 
by  body  language,  he  has  become  an 
astute  listener — which  pays  dividends 
during  negotiations.  "I  can  hear  changes 


in  intonation  when  people  slip  from  con- 
fident to  unconfident  or  when  they're 
not  being  truthful,"  he  says.  "You 
would  be  surprised  at  what  you  can  hear 
in  people's  voices." 

Unable  to  read  much  Braille  ("It's  so 
bloody  tedious  to  push  those  little 
dots!"),  Gund  has  worked  on  improving 
his  memory  instead.  At  both  Kellogg  Co. 
and  Corning  Inc.,  where  he  is  a  director, 
Gund  astounds  other  board  members  by 
recalling  and  analyzing  tiny  details  from 
presentations  made  hours  or  even  days 
before.  "Most  of  our  minds  tend  to  drift 
off  in  a  three-hour  pre.sentation,"  says 
Kellogg  Chairman  William  E.  LaMothe. 
"He  is  remarkable."  Gund  says  it's  just 
a  matter  of  intense  concentration:  "Ne- 


cessity has  a  way  of  expandiri 
capacities."  \ 

Gund  oversees  his  many  invesjie 
from  Princeton,  N.  J.,  where  he 
wife,  Lulie,  live  in  a  modern  hoi 
signed  by  Charles  Moore.  A  jp 
morning  begins  at  6:30,  with  a 
electronic  gizmo  announcing  thetf 
After  a  workout  on  his  Stairmast<!0 
few  laps  in  the  indoor  pool,  Gund'ld 
er  arrives  to  take  him  to  the  heajn 
ters  of  Gund  Investment  Corp.  , 

There's  little  to  suggest  that  thtp 
the  offices  of  a  blind  man.  The  caift 
restored  turn-of-the-century  bankju 
ing,  whose  interior  was  also  desigi4 
Moore,  is  packed  with  family  fpt 
paintings,  and  sculptures.  After  jftt 
 r 
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0  years,  Gund  knows  the  layout 
id  doesn't  bump  into  many  walls. 

case,  there  are  ramps  instead  of 
n  some  of  the  corridors,  and  even 
)rtest  stairways  have  wooden  rail- 
n  Gund's  office,  a  clock  chimes 
every  half-hour.  When  touched,  a 
;ube  on  his  desk  tells  him  the  ex- 
le  with  an  electronic  voice. 
;  mornings,  Gund's  first  meeting 

1  Jeanne  Phillips,  his  "reader"  of 
20  years.  She  pores  through 
of  newspapers  and  magazines 

ads  him  selected  headlines.  After 


I'S  VARIED 
LDINGS 


Trust  Co.  (now  Ameritrust  Corp.),  he 
grew  up  in  luxury.  Gund  attended  the 
elite  Groton  School  and  Harvard  Univer- 
sity, where  he  played  hockey,  dabbled  in 
photography,  and  flew  himself  around 
the  East  Coast  in  private  planes.  After 
college,  he  went  to  work  for  Chase  Man- 
hattan Bank  as  a  trainee. 

Around  this  time,  he  began  to  notice 
that  something  was  wrong.  At  first,  he 
couldn't  see  clearly  at  night.  Then,  his 
peripheral  vision  was  screwy  when  fly- 
ing a  plane.  After  visits  to  ophthalmolo- 
gists who  essentially  scratched  their 


/  has  active  control  of 
lesses  and  passive 
Y  more,  including: 

M  MANAGEMENT  CO. 

Wield  Coliseum,  'he 
3-basketball  team, 
de  Advertising  Ser- 
gency  that  speciol- 
uitment    ads,  a 
nd 

SES  INC.  Real  es- 
/developer  owns 
California,  plus  a 
irtment  complex 
Ire. 

RKS  Notional 
jue  expansion 
it  begins  play 
rother  George 
/ner) 

•wns  "a  cou- 
t"  of  this  pri- 
$6  billion 
lompany 

ERS  Owns 
)f  this  real 
ry  firm 


TAKING  OFF: 
GUND  IS  ON  THE 
ROAD  NEARLY 
50%  OF  THE  TIME 

3oses  which  ones  to  hear,  she 
tapes,  which  Gund  listens  to  later 
pecial  tape  player  that  can  replay 
it  high  speed.  The  rest  of  his  day 
d  with  conference  calls,  dictated 
,  and  meetings  with  his  headquar- 
:aff  of  18.  That  is,  when  he's  in 
ton.  Gund's  business  and  charita- 
tivities  keep  him  traveling  some 
I  50%  of  the  time.  On  short  hops, 
s  a  lift  from  his  chauffeur.  For 
hauls,  he  climbs  into  his  own 
?r  Siddeley  jet. 

world  of  chauffeurs  and  private 
not  altogether  new  to  Gund.  The 
George  Gund  II,  founder  of  what 
General  Foods  Corp.'s  Sanka  Div. 
former  chairman  of  Cleveland 


heads,  a  doctor  told  him  the  bad  news: 
He  had  retinitis  pigmentosa,  a  rare  ge- 
netic disease  that  would  probably  blind 
him  by  age  60.  Unfortunately,  the  doctor 
was  wrong  about  the  timing:  Five  years 
later,  Gund  was  almost  totally  sightless. 
END  OF  INDEPENDENCE.  Unable  to  find  a 
remedy,  he  grew  angry  and  frustrated, 
reflecting  on  the  many  things  he  would 
no  longer  be  able  to  see  or  do.  He  knew 
he  would  never  get  to  play  hockey 
again,  or  even  go  out  for  a  jog  in  the 
park.  Gund  vividly  remembers  the  last 
time  he  drove:  It  represented  the  end  of 
his  independence.  And  when  Lulie  be- 
came pregnant  with  their  first  son,  Za- 
chary,  Gund  realized  that  he  would  prob- 
ably never  see  his  child's  face. 


Finally,  in  the  summer  of  1970,  Gund 
had  left  Chase  Manhattan  and  was 
ready  to  make  a  last  effort  at  finding  a 
cure.  He  had  heard  about  some  Russian 
doctors  who  were  injecting  RP  patients 
with  tissue  from  animal  placentas,  and 
he  decided  to  give  it  a  try.  Although  the 
treatment  was  supposed  to  take  only  a 
few  days,  Gund  wound  up  alone  for 
three  weeks  in  an  Odessa  hospital,  un- 
able to  speak  the  language  or  even  to 
use  any  sign  language.  Most  of  the 
nurses  were  gentle,  if  not  friendly.  But 
one  who  took  exception  to  the  U.  S. 

bombing  of 
Hanoi  jabbed 
him    with  a 
blunt  needle, 
crying:  "Bomba 
Vietnam!" 

Horrible  and 
discouraging  as 
the  trip  was,  "it 
broke   the  self- 
pity,"  says  Gund. 
"I  didn't  have  any- 
body to  listen  to 
me,  and  I  had  time 
to  sort  through  and 
think  about  where  I 
go  from  here."  He 
came   home  deter- 
mined to  succeed  as 
a  businessman.  Al- 
ready dabbling  in  real 
estate,  he  dived  in 
whole    hog,  buying 
apartments  and  hotels. 

Gund  also  became  ac- 
tive in  the  fledgling  RP 
Foundation  Fighting 
Blindness,  knocking  on 
doors  and  raising  money. 
For  the  past  five  years, 
he  has  been  its  chairman. 
A  cure  is  still  thought  to 
be  some  years  away,  but 
ately,  researchers  have 
made  huge  strides.  They 
have  isolated  a  gene  that 
causes  one  form  of  RP,  as 
well  as  the  gene  that's  part- 
ly responsible  for  Usher  Syndrome, 
which  results  in  deafness  and  blindness. 

While  Gund's  efforts  to  combat  RP  are 
a  labor  of  love,  he  thinks  there's  no 
place  for  emotion  in  the  sports  business. 
"He  runs  the  Cavs  rationally,  unlike  so 
many  other  owners,"  says  John  W.  Gra- 
ham, president  of  the  team  as  well  as 
CEO  of  Gund's  Nationwide  Advertising 
Service  Inc.,  which  specializes  in  recruit- 
ment ads. 

His  first  experience  in  sports  began  in 
the  late  1970s.  Gund  and  his  brother 
George  III,  who  owned  the  lackluster 
Cleveland  Barons  hockey  team,  joined 
forces  to  merge  the  team  with  the  equal- 
ly shabby  Minnesota  North  Stars  fran- 
chise. The  absentee  owners'  relationship 
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with  the  fans  ended  noisily  last  year. 
Unhappy  with  their  stadium  arrange- 
ment, the  Gunds  threatened  to  move  the 
team  away.  In  the  end,  the  National 
Hockey  League  persuaded  them  to  sell 
the  team.  In  return,  they  got  the 
league's  new  San  Jose  (Calif.)  franchise 
and  a  number  of  North  Stars  players. 
Ironically,  once  the  Gunds  were  gone, 
the  North  Stars  got  all  the  way  to  this 
year's  Stanley  Cup  finals. 

Gund  has  had  better  luck  with  hoops. 
Already  owners  of  Richfield  Coliseum, 
home  of  the  Cavaliers.  Gund  and  his 
brother  bought  the  floundering  team  in 
1983.  Gund  says  he  was  mainly  attracted 
by  Nationwide  Advertising,  which  came 
as  part  of  the  deal.  The  total  purchase 
price  was  an  estimated  $20  million.  Gund 
put  up  only  $2.5  million  in  cash,  financ- 
ing the  rest  with  bank  loans  and  a  note 
from  the  previous  owner. 

Employing  the  same  tough  style  he 
used  with  the  XHL,  Gund  got  the  basket- 
ball league  to  make  an  unprecedented 
move;  As  a  condition  of  his  takeover,  the 
league  reinstated  a  number  of  the  draft 
picks  that  the  Cavs'  previous  owner  had 
traded  away.  The  team  rebounded,  at- 
tendance soared,  and  the  Cavs  became 
profitable — though  Gund  won't  say  how 


much  the  team  makes.  Based  on  compa- 
rable sales,  the  Cavs  are  now  worth 
about  $75  million.  Meanwhile,  Nation- 
wide Advertising's  revenues  have 
climbed  from  around  $60  million  in  1983 
to  $21U  million. 

CLEAR  IMAGES.  While  Gund  professes  to 
view  the  team  as  a  rational,  unemotional 
investment,  the  Cavs'  owner  is  a  big  fan. 
He  usually  follows  the  play-by-play  on  a 
portable  radio,  but  he  can  also  tell 
what's  happening  just  by  listening  to  the 
crowd  noise.  In  his  mind,  the  players 
don't  have  faces,  but  he  has  clear  im- 
ages of  what  they're  like:  "Brad  Daugh- 
erty — very  tall,  a  good  passer  with  soft 
hands.  Mark  Price  is  like  a  water  bug. 
He  can  really  move,  really  cut." 

Gund  is  more  than  a  spectator  when  it 
comes  to  sports.  He  makes  at  least  one 
trip  a  year  to  Aspen.  "It's  really  the  only 
way  I  can  get  the  sensation  of  speed," 
he  says.  Gund  skis  with  a  sighted  part- 
ner a  few  feet  behind,  and  they  commu- 
nicate via  radio  headsets.  He  is  also  an 
avid  fly-fisherman.  "He  always  catches 
more  than  anyone  else,"  says  Lulie,  "but 
he's  a  poacher — always  throwing  his  line 
in  your  pond."  Around  the  house, 
Gund's  hobby  is  sculpting  small  figures, 
usuallv  birds  or  fish,  out  of  wood  or 


even  marble.  "They're  quite  good, 
his  sister,  Agnes,  who  will  soon 
over  as  president  of  New  York's 
um  of  Modern  Art. 

Because  he  knows  many  peop' 
uncomfortable  with  the  idea  of 
ness,  Gund  makes  a  point  of  puttin 
pie  at  ease.  He's  careful  to  use  e: 
sions  such  as  "nice  to  see  you"  so  ] 
meeting  him  won't  feel  foolish 
say  something  like  that  themselve; 
he's  quick  to  tell  stories  about  his 
sional  gaffes.  On  a  recent  visit 
White  House,  for  instance.  Pre 
Bush  began  to  speak,  and  Gund  t 
to  where  he  thought  Bush  was  stai 
In  fact,  Gund  was  staring  at  a 
speaker  placed  well  away  from  th 
tern.  Lulie  had  to  turn  him  aroun( 

Gund  enjoys  such  anecdotes,  coi 
able  with  the  knowledge  that  h 
learned  to  live  with  a  disability 
knows  his  life  isn't  boundless,  anc 
makes  him  bitter  at  times.  "When 
one  dies,  there's  a  loss,  and  you 
to  it  over  time,"  he  says.  "But 
easier  than  a  recurring  kind  of  los: 
your  sight.  You  know,  I  still  get  v 
ery  morning  and  wish  I  could  sei 
sun  rise.  I  can't." 

Bt/  Peter  Finch  in  Princeton, 
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THE  lONG  AND  SHORT 
OF  SHORT-SELLIHG 


avid  Rocker  is  an- 
noyed. He  is  at  the  be- 
ginning, and  close  to 
the  end,  of  a  phone  conversa- 
tion. "Too  many  people  are 
doing  it.  Too  many  people  are 
talking  about  it,"  he  says  to  a 
caller  who  would  like  to,  well, 
talk  about  it. 

The  subject  is  short-selling, 
the  only  proven  meth- 
od of  making  money 
in  the  stock  market  of 
1990— and  so  far,  of 
losing  money  in  1991. 
Rocker  is  a  short- 
seller  and  proud  of  it. 
But  what  is  driving 
Rocker  and  other 
shorts  up  the  wall  is 
as  new  as  it  is  unwel- 
come: Short-selling  is 
spreading  to  the 
masses. 

UNMASKING.  The  tech- 
nique of  betting  on 
stock-price  declines  by 
selling  borrowed 
stock,  with  the  idea  of 
replacing  it  later  at  a 
cheaper  price,  is  the 
traditional  preserve  of 
"smart  money."  Pro- 
fessional short-sellers 
are  the  gunslingers  of 
Wall  Street,  habitues 
of  brokerage  trading 
desks  and  a  handful 
of  publicity-shy  hedge 
funds  that  go  both 
long  and  short,  such 
as  Rocker's,  or  spe- 
cialize in  short-selling, 
as  do  the  Feshbach 
brothers  in  Palo  Alto, 
Calif.,  and  Jim  Chanos  in  New 
York.  Short-sellers  have  long 
been  cloaked  in  secrecy.  But 
the  Securities  &  Exchange 
Commission  is  considering  a 
proposal  to  unmask  them  by 
requiring  investors  to  disclose 
when  they're  short  57'  or 
more  of  a  company's  stock. 

Short-interest  statistics,  the 
only  reliable  barometer  of 


short-selling,  show  that  this 
bearish  investment  speciality 
has  reached  record  levels. 
Some  $30  billion  in  stocks  are 
believed  to  be  sold  short,  com- 
pared with  $3  trillion  in 
"long"  stock  positions. 

That's  hardly  surprising. 
After  all,  the  mentality  that 
has  long  dominated  the  in- 


ANATOMY  OF  A  SHORT  SALE 

nFind  the  stock.  It  can  be  grievously  mis- 
managed, or  simply  a  bit  overpriced. 
Let's  sav  it's  Feb.  19,  and  a  short-seller  no- 
tices that  IBM  is  selling  at  $139— a  30%  gam 
since  yearend — and  decides  to  sell  it  short 

Borrow  the  stock.  It  must  be  margina- 
ble — priced  at  $5  or  more.  IBM  is  a 
widely  held  stock,  so  it  is  easy  to  borrow 

Sell  the  stock.  This  happens  simulta- 
neously with  Step  Two.  The  short  seUs 
2,000  in  borrowed  shares  for  $278,000— a 
transaction  that  ties  up  just  $139,000  in  col- 
lateral. Commissions  are  about  $2,900 

□ Collect  a  rebate.  If  the  broker  agrees, 
the  short-seller  gets  a  rebate  on  the 
proceeds — about  a  6%  annual  rate 

Pav  dividends.  IBM's  are  $1.21  a  share, 
payable  May  6.  That's  $2,420  on  2,000 
shares,  to  the  owner  of  the  borrowed  stock 

Eureka!  IBM  shares  have  collapsed  be- 
cause of  unexpectedly  bad  earnings.  If 
the  short  is  covered  on  May  23  at  $104,  the 
gain  is  $35  a  share  times  2,000— $70,000— 
minus  $2,900  in  commissions  and  $2,420  in 
dividends,  plus  $1,390  in  rebate  interest.  To- 
tal profit:  $66,070 


vestment  world  is  "if  it 
worked  last  year,  try  it  this 
year."  And  1990  was  a  great 
year  for  short-sellers.  All  of 
the  stocks  that  had  been 
short-sellers'  favorites — 
banks  and  high-tech  compa- 
nies among  them — came  tum- 
bling down. 

But  the  festivities  turned  to 
horror  in  January,  when  the 


market  began  its  now-stalled 
rally.  By  the  end  of  the  first 
quarter,  short-sellers  had 
seen  their  1990'  gains  vanish, 
with  some  short-selling  hedge 
funds  declining  by  as  much  as 
607f,  according  to  figures 
compiled  by  Harry  Strunk,  a 
Palm  Beach  (Fla.)  money-man- 
agement consultant  who 
tracks  short-sellers. 

The  1991  rally 
points  up  the  perils  of 
an  investment  philoso- 
phy based  solely  on 
short-selling.  But  over 
the  long  term,  careful- 
ly modulated  short- 
selling  can  pay  off 
handsomely.  For  one 
thing,  the  mechanics 
of  short-selling  are 
comparatively  simple. 
All  you  need  are  a 
margin  account  and  a 
reasonable  quantity  of 
cash  or  securities  on 
deposit  therein.  Above 
all,  you  must  have  a 
few  bad  stocks — a 
commodity  that  is 
rarely  in  short  supply, 
even  in  the  best  of 
times.  "Finding  great 
longs  is  difficult,  but 
finding  great  shorts  is 
easy,"  says  New  York 
short-seller  Michael 
Harkins.  He  adds 
lightheartedly:  "All 
you  do  is  get  a  list  of 
brokerage  firms'  fa- 
vorite 'buy'  recom- 
mendations." 
It's  not  as  easy  as 
that — but  Harkins  has  a 
point.  Brokerage  analysts, 
who  are  the  main  source  of 
information  about  stocks,  al- 
most never  recommend  them 
on  the  basis  of  their  suitabil- 
ity for  short-selling.  The  inde- 
pendent services,  such  as  Val- 
ue Line,  Standard  &  Poor's, 
and  Argus  Research,  are 
more  skeptical.  But  they,  too. 
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gear  their  reports  toward 
longs.  "Ordinarily,  if  you  like 
a  stock,  you  can  buy  it,  and  if 
you  don't  like  it,  you  don't 
buy  it,"  observes  Kelley 
Price,  a  Bellevue  (Wash.) 
money  manager  who  runs  a 
partnership  that  invests  with 
short-sellers.  "The  negative 
proxy,  of  selling  a  stock  short 
if  you  don't  buy  it,  isn't  exer- 
cised very  often.  So  there  is 
an  'optimism  premium'  in  ev- 
ery stock  out  there." 
HEDGING.  Apart  from  the 
built-in  market  inefficiencies 
that  are  ripe  for  exploitation, 
other  pluses  cry  out  to  even 
small-fry  investors.  Chief 
among  them  is  leverage.  By 
selling  short,  you  can  triple 
your  stock-market  exposure 
without  spending  a  penny. 
Let's  say  you  own  $10,000  in 
cash  or  securities.  It  could  be 
stocks  or  bonds,  IBM  or  Toot- 
sie  Roll  Industries — it  doesn't 
matter.  You  can  sell  short  as 
much  as  $20,000  in  stock, 
since  the  securities  laws  allow 
you  to  short  $2  worth  of  stock 
for  every  $1  in  collateral. 

If  you  have  equally  large 
long  and  short  positions,  you 
are  hedged.  That  means  that 
if  your  long  and  short  posi- 
tions rise — or  fall — at  exactly 
the  same  rate,  it's  a  wash. 
But  if  the  market  falls,  and 
the  shorts  fall  farther  than 
the  longs,  your  losses  are 
kept  at  a  minimum.  If  your 
shorts  turn  out  to  be  stronger 
stocks  than  your  longs,  it's 
another  story.  (If  the  prices  of 
your  shorts  rise,  you  have  to 
add  to  your  collateral;  if  they 
decline,  you  can  withdraw.) 
Also,  you'll  have  to  pay  divi- 
dends that  may  accrue  on  the 
borrowed  stock  during  that 
period. 

To  most  investors,  such 
trades  are  as  hospitable  as 
the  far  side  of  the  moon. 
"Most  investors  don't  believe 
[that  it's  easy],  but  I  do  it  all 
the  time,"  says  Roger  Hutch- 
ings,  a  Medford  (Ore.)  physi- 
cian who  has  been  profitably 
shorting  stocks  since  the  fall 
of  1989.  "Before,  if  the  mar- 
ket went  down  20  points,  it 
would  ruin  my  day.  Today,  it 
went  down  20  points,  and  I 
made  money." 

Professional  short-sellers 
have  another  edge  that  few 


amateur  shorts  even  know  ex- 
ists— the  ability  to  have  the 
proceeds  from  the  short  sale 
working  for  them.  By  so  do- 
ing, they  can  turn  a  profit 
even  if  their  selections  don't 
do  so  well. 

Here's  how  it  works:  When 
'small  investors  sell  stocks 
short,  the  proceeds  sit  in  a 
brokerage  account  that  usual- 
ly does  not  draw  interest.  But 
professional  short-sellers  get 
a  "rebate"  of  interest  that  the 
brokerage  firm  earns  from 
holding  onto  the  proceeds  of 
the  short  sale.  The  "short-cre- 
dit rebate"  amounts  to  about 
67f  for  the  pros  (even  so,  the 
brokers  still  make  a  couple  of 
percentage  points).  Since  you 
can  sell  twice  as  much  stock 
as  you  have  in  collateral,  the 
annual  rebate  interest  that 
flows  to  the  short-seller  can 
be  as  much  as  127^.  If  the  col- 
lateral is  drawing  interest — 
Treasury  bills  earning  5%, 
perhaps — that  boosts  the  in- 
terest you  earn  still  further. 

Some  investors  have  been 
able  to  get  a  rebate  with  as 
little  as  $250,000  in  their  ac- 
count. Most  brokerages  say 
no,  unless  the  possibility 
arises  that  you  may  take  your 
account  elsewhere.  Sometimes 
it  may  take  a  call  to  the 
branch  manager,  but  it's 
worth  it. 

SHORT  SUPPLY.  Another 
thorny  problem  for  amateur 
shorts  is  that  short-selling  a 
particular  stock  isn't  always 
possible.  To  short  a  stock,  it 
has  to  be  in  a  brokerage's  in- 
ventory— or  it  can  be  bor- 
rowed from  another  firm,  an 
option  usually  unavailable  to 
small  fry.  So  if  the  firm 
you're  dealing  with,  or  the 
clearing  firm  that  holds  its 
shares,  is  not  especially  big, 
you  may  be  out  of  luck.  Ditto 
if  you  want  to  short  a  thinly 
traded  stock,  such  as  certain 
over-the-counter  stocks, 
closed-end  mutual  funds,  and 
American  Depositary  Re- 
ceipts, the  trading  vehicle  for 
foreign  stocks. 

Hutchings  has  had  some 
stock-borrowing  problems  but 
not  enough  to  hamper  his 
style.  By  keeping  an  eye  on 
the  financial  press  and  by  ? 
subscribing  to  the  Trendvest  6 
investment  letter,   he  has  § 
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made  a  number  of 
happy  picks.  One  ear- 
ly selection  that 
turned  out  nicely  for 
short-sellers,  if  not 
shareholders,  was 
Lone  Star  Industries, 
the  nation's  leading 
cement  manufacturer. 
When  Hutchings 
shorted  Lone  Star  in 
the  fall  of  1989,  it  was 
trading  at  around  $16 
a  share.  On  the 
strength  of  a  negative 
Trend  vest  rating,  he 
shorted  the  stock  and 
watched  it  climb  to 
$17,  largely  as  a  re- 
sult of  takeover  ru- 
mors. By  mid-Decem- 
ber, the  company  was 
in  Chapter  11.  Hutchings 
blithely  covered  his  shorts  at 
$2.25.  ■ 

Companies  such  as  Lone 
Star  are  the  mother's  milk  of 
short-selling.  Typically,  they 
are  weak  companies  that  have 
had  severe  management  tur- 
moil, lackadaisical  analyst 
coverage  that  did  not  turn 
negative  until  it  was  too  late, 
and  are  in  industries  adverse- 
ly affected  by  the  recession. 
When  the  market  is  strong, 
such  stocks  lag.  And  when 
the  market  is  weak,  the  Lone 
Stars  crumble  into  dust. 
BAD  STOCKS.  Traditionally, 
short-sellers  root  out  their  fa- 
vorites ("targets"  is  the  word 
some  folks  use)  through  hard- 
nosed,  dogged  research. 
That's  an  arena  in  which 
small  investors  are  clearly 
outclassed.  The  only  way  to 
participate  in  such  investing 
is  to  put  one's  money  with  a 
hedge  fund  that  specializes  in 
shorting.  Alas,  hedge  funds 
are  only  for  "accredited"  in- 
vestors, which  means  that 
you  must  meet  the  income 
levels  set  by  law — a  net  worth 
of  at  least  $1  million,  or 
$200,000  a  year  in  income 
($300,000  in"  joint  returns). 
Most  hedge  funds  require  ini- 
tial investments  of  at  least  $1 
million,  but  some  short-sell- 
ers, such  as  the  Feshbachs, 
will  handle  separate  individual 
accounts  containing  $500,000 
or  even  less. 

Locating  hedge  funds  gen- 
erally, and  short  funds  in  par- 
ticular, can  be  tough  sledding. 


The  consultants  who  ply  the 
hedge-fund  trade,  going  be- 
tween investors  and  partner- 
ships, include  hedge-fund  spe- 
cialists such  as  B.  Hauptman 
&  Associates  in  Fairfield, 
Iowa,  and  experts  in  "nontra- 
ditional  investments"  with 
major  brokerages,  such  as  E. 
Lee  Hennessee,  a  money  man- 
agement consultant  at  Shear- 
son  Lehman  Brothers  in  New 
York.  Hauptman  runs  a  "fund 
of  funds"  that  invests  in 
hedge  funds,  while 
Hennessee  serves  as  a 
marketing  intermedi- 
ary for  hedge  funds. 

For  the  most  part, 
these  are  small  part- 
nerships, tiny  by  mu- 
tual-fund standards — 
perhaps  $100  million 
or  so  in  size  and  often 
smaller.  By  one  esti- 
mate, they  control 
only  about  $3  billion  in 
all.  One  with  an  in- 
triguing approach  is  a 
partnership  run  by 
Skye  Investments  in 
Nevada.  It  takes  a  traditional 
approach  to  the  longs — quan- 
titative investing — and  turns 
it  on  its  head  by  using  it  to 
seek  out  short-selling  candi- 
dates. 

Skye  begins  with  the  stocks 
that  are  rated  lowest  by  Val- 
ue Line — the  ones  carrying  a 
rating  of  4  or,  preferably,  5. 
It  then  culls  out  the  ones  with 
the  weakest  prospects,  by 
such  time-tested  criteria  as 
price-to-book  and  price-to- 
-sales  ratios.  That's  a  far  cry 


from  the  traditional 
conception  of  short- 
sellers  as  shadowy 
cloak  'and  dagger 
types  who  ferret  out 
corporate  misdeeds. 
But  the  result  is  the 
same — to  find  bad 
stocks. 

One  area  where  bad 
stocks  abound,  pretty 
much  out  of  sight,  is 
in  the  murky  arena  of 
closed-end  funds. 
These  are  stocks  that 
own  equities  or  fixed- 
income  instruments, 
ur  some  combination 
of  the  two,  but  unlike 
mutual  funds  they 
trade  on  the  ex- 
changes and  do  not  is- 
sue new  shares  as  money 
pours  in.  Their  share  price 
can  rise  to  premiums  above, 
or  dip  to  discounts  below,  the 
actual  net  asset  value  of  the 
portfolio. 

Closed-end  funds  are  a  sub- 
specialty— and  a  uniquely 
profitable  one,  if  you  can  de- 
vote time  to  researching  them 
or  work  with  a  money  manag- 
er who  does  so.  The  best  time 
to  short  a  closed-end  fund  is 
when  it  is  a  new  issue.  The 


unless  it  is 
premium  to 


HOW  THE  PROS 
HAVE  PERFORMED 


▲  PERCENT  CHANGE 
■NH  Of  FEES  AND  EXPENSES  EXCEPT1991 


DATA:  HARRY  STRUNK 


stock's  price  is  inherently  in- 
flated by  the  underwriter's 
fee,  and  share  prices  usually 
drop  soon  thereafter.  There's 
a  fatal  flaw  to  this  strategy, 
though.  "You  can't  borrow 
the  stock  at  the  offering," 
notes  Thomas  Herzfeld,  a 
Florida  broker  who  specializes 
in  closed-end  funds.  Fortu- 
nately, there  are  plenty  of 
subsequent  opportunities  to 
short-sell  the  funds. 

The  rule  of  thumb  is  to  nev- 
er short-sell  a  closed-end  fund 


at  a  subi 
net  asset 
The  fund  should  be  in 
capitalization  issues 
liquid  market.  One  tec 
used  by  some  pros  is  t 
the  closed-end  fund  wl 
ing  long  with  the  issue: 
portfolio. 
DELIBERATE.  Closed-en( 
haven't  been  spared  thi 
nightmare  of  the  short 
the  short  squeeze.  It's 
often  found  among  ov 
counter  stocks.  But  fol 
lucky  enough  to  short 
single-country  funds  la; 
weren't  spared. 

In  a  short  squeeze,  tl 
is  to  see  to  it  that  the 
you  have  borrowed,  an( 
is  replaced.  Ordinarily 
happens  for  innocuou 
sons.  Perhaps  a  share 
whose    stocks  have 
loaned  (unbeknownst 
or  her)  decides  to  move 
to  another  firm  or  pay 
margin  debt.  The  stock 
then   be  replaced  bj 
short-seller  who  borrov 
But  if  shareholders  st 
move  stock  to  other  acc 
or  otherwise  require  de 
of  the  shares,  to  force 
to  buy  back  the  stock- 
a  short-squeeze 
shorts  must  buy 
the  stock  at  th< 
vailing  market 
which  could  be 
higher  than  wha' 
paid   for  it 
squeezes  are  d( 
ate  efforts  to  m; 
late    share  p 
They're  illegal 
tough  to  prove 
Short-sellers 
lose  sight  of  ai 
saw  that  goes 
thing  like  this: 
who  sells  what 
his'n  buys  it  back  or  gc 
pris'n."  If  you  get  caugh 
short-squeeze,  or  if  the 
rise  so  much  that  you  ha 
cover  your  shorts,  you'll 
to  buy  them  back^or  el 
But  short-selling  is  no 
more  than  the  flip  side  of 
ing    stocks.    It  isn' 
shouldn't  be— murky  or 
terious.  And  even  thougl 
pros  may  like  to  keep  it 
way,  it  is  no  longer  the  e 
sive  franchise  of  a  self-ch 
few.  Gary 
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Information  technology  is  supposed  to 
make  your  people  more  productive, 
your  company  more  competitive.  The 


time  zones  and  languages.  The  key? 
We  develop  a  system  that  gets  all  your 
desktops,  minicomputers,  mainframes. 


lems  of  our  customers,  by  improving 
the  performance  of  big  companies 
and  small  companies  and  governments 


IS  YOUR  COMPUTER  SYSTEM  LIKE  A 
NEW  YORK  CITY  APARTMENT? 


operative  v/ords  being,  supposed  lo. 
Because  many  computer  systems  never 
come  close.  (If  yours  did,  would  you 
be  reading  this  ad?)  At  Bull,  we  open 
the  locks  that  isolate  computers  and 
get  in  the  way  of  people  using  and 
sharing  the  information  they  need.  And 
because  we're  a  global  company, 
we've  opened  them  across  borders. 


what  have  you,  working  together.  We 
take  what  you  have  ond  combine  it 
with  what  you  need.  Protecting  your 
investment,  eliminoting  waste,  control- 
ling costs.  Giving  you  the  freedom  and 
flexibility  to  meet  future  challenges. 
Because  once  we  open  Worldwide 
the  locks,  the  locks  stay 
open.  By  solving  the  prob- 


Bull 


Information 


Systems 


everywhere,  we've  become  one  of 
the  largest  suppliers  of  information 
technology  in  the  world.  For  informa- 
tion coll  1-800-233-BULL,  ext.  2200. 
Or  in  Canada  1-800-268-4144. 
Because  on  open  door  is  always  better 
than  a  closed  one.  Unless, 
of  course,  you  happen 
to  live  in  New  York  City. 


We  solve  the  toughest  problems  In  the  world. 
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Outdoors 


LYME  DISEASE: 
AN  OUNCE  OF 
PREVENTION 


We've  all  heard  the 
horror  stories.  You 
get  a  blotchy  rash 
first.  Next  come  exhaustion, 
headaches,  and  swollen  knees. 
Untreated,  you  can  develop 
arthritis,  heart  problems,  and 
nervous-system  disorders. 

Fear  of  Lyme  disease  may 
make  you  want  to  hide  in- 
doors this  summer.  But  while 
the  illness  can  be  debilitating, 
you  can  take  steps  to  mini- 
mize your  chances  of  getting 
it.  And  if  detected  early,  it  is 
easily  treated  with  antibiotics. 

Transmitted  by  tiny  black 
deer  ticks  that  look  like  pin- 
heads  with  legs,  Lyme  disease 
is  a  bacterial  infection  that  of- 
ten resembles  the  flu.  The  dis- 
ease progresses  in  stages. 
Within  a  day,  the  first  telltale 
sign  may  appear:  a  circular 
red  rash  that  surrounds  the 
bite  in  60%  to  80%  of  the 
cases.  Some  48  hours  after 
you're  infected,  you  might  ex- 
perience fatigue,  dizziness, 


and  muscle  aches.  Longer- 
term  symptoms  include  mem- 
ory loss,  poor  coordination, 
and  an  irregular  heartbeat. 
Arthritis  can  set  in  weeks, 
even  years  after  the  bite. 

Lyme  disease  is  frequently 
misdiagnosed,  so  it's  impor- 
tant to  alert  your  physician 
immediately  if  you  think  a 
tick  may  have  bitten  you. 
You'll  have  to  wait  four 
weeks  to  take  a  blood 


or  woods  in  tick-infested  ar- 
eas, especially  in  May,  June, 
and  July.  Although  cases  of 
the  disease  havfe  been  report- 
ed in  46  states,  the  highest 
incidence  occurs  in  the  North- 
east, Midwest,  and  West 
Coast.  Call  your  state  health 
department  to  find  out  where 
the  hot  spots  are. 
■  When  working  in  the  gar- 
den or  walking  in  grass  or 


selves  to  your  body, 
find  one,  use  small 
tweezers  to  grasp  it 
to  the  skin  as  possibl 
straight  back.  Avoid  en 
■  If  you  want  to  know 
er  the  tick  is  infected 
you  can  use  the  IdentitI 
(around  $30)  from  CB 
oratories  in  Boston  (6 
6470).  The  Centers  fo: 


test.  Meanwhile,  your  doctor 
can  prescribe  antibiotics  such 
as  tetracycline  and  penicillin. 
Patients  cared  for  in  the  early 
stages  recover  rapidly.  Those 
in  later  stages  require  larger 
antibiotic  doses — and  the 
prognosis  is  more  uncertain. 

Research  is  under  way  for 
a  vaccine.  You  can  avoid  prob- 
lems by  taking  precautions: 
■  Avoid  walking  in  tall  grass 


woods,  wear  long  pants  and 
long-sleeved  shirts.  Tuck 
pants  cuffs  into  socks.  For  ex- 
tra insurance,  tape  the  area 
where  pants  and  socks  meet. 

■  Spray  insect  repellent  con- 
taining DEET  on  clothing  and 
skin.  Permethrin,  a  powerful 
insecticide,  should  be  sprayed 
on  clothing  only. 

■  After  being  outdoors,  check 
if  ticks  have  attached  them- 


ease  Control  has  a  hotliiiii 
information  on  Lyme  di^ 
(404  332-4555). 

Remember,  you  don't  I 
op  an  immunity:  Just  bel 
you've  had  Lyme  diij 
doesn't  mean  you  can't 
again.  But  not  all  ticks  I 
Lyme  disease.  And  if  yoi 
out  an  infected  tick  witl| 
hours,  chances  are  you 
get  sick.  Lisa  D\ 


For  years,  Ford's  Crown 
Victoria  and  its  sister, 
the  Mercury  Grand  Mar- 
quis, slogged  along  as  exam- 
ples of  big,  boxy  Detroit  iron 
whose  buyers  were  getting 
older.  Now,  Ford  is  trying  to 
woo  younger  drivers — and 
buyers  of  its  main  rival,  the 
full-size  Chevy  Caprice — by 
redoing  the  1992  Crown  Vic  a 
la  the  successful  Taurus. 

The  nose  and  aerostyling  on 
the  Crown  Vic  are  distinctly 
Taurus-like.  The  Crown  Vic's 
greater  bulk  can't  be  hidden, 
though:  It  has  a  more  promi- 
nent nose  and  a  bigger  rear 
overhang,  which  houses  the 
sort  of  pool-sized  trunk  that 
buyers  of  big  American  cars 
expect.  The  Crown  Vic  is  a 
little  more  than  two  feet  long- 
er than  the  Taurus.  The  bulk 
is  handled  by  a  firm  suspen- 
sion, for  a  ride  that  is  more 
j  solid  than  the  pillowy  perfor- 
'  mance  of  the  old  Crown  Vic. 


Autos 


A  VROOMIER  CLASSIC 
FOR  A  YOUNGER  CROWD 


FORD'S  1992  CROWN  VICTORIA:  TAURUS-LIKE  AEROSTYLING 


Seating  is  more  spacious  in 
the  front  seat  and  aft:  Unlike 
in  the  Taurus,  six  in  the 
Crown  Vic  won't  feel  crowd- 
ed. The  Vic  also  sports  a  fake- 
wood  band  curving  across  the 


dash,  onto  the  front  doors. 

But  Ford  had  to  offer  more 
to  persuade  shoppers  to  move 
up  from  a  $14,424  Taurus  to  a 
$19,263  Crown  Vic.  What  do 
you  get  for  the  extra  money, 


besides  more  space?  Turj 
key.  The  Crown  Vf 
powered  by  Ford's  ne^a 
gle-overhead-cam,  4.6-lite| 
engine,  until  now  aval 
only  on  the  Lincoln  TovstJ 
This  smooth,  190-horsep| 
engine  won't  beat  a  Mus 
but  it  has  plenty  of  musJ 
reserve.  An  optional  2| 
edition  is  also  available. 

It  is  quiet — far  quieterl 
the  Taurus  power  pw 
Crown  Vic  options  incid 
traction  control  and  ant)C 
braking,  for  more  controlui 
ing  hard  acceleration  or  lai 
ing.  Those  options,  plusi'h 
vroomier  engine,  add  $1,!2. 

Loyalists  of  the  old  CiW 
Vic  need  not  despair.  Ti 
Grand  Marquis  has  stuc  t 
the  more  traditional  stylii  iJ 
its  grille,  roofline,  and  )ri 
zontal  speedometer.  It's 
able  with  the  same  engir  a: 
the  Crown  Vic,  for  $1<:2' 
and  up.  Jim  T» 
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For  just  $100  they  can. 

1961,  ACCION  International  has  been  helping  the 
ind  hungry  feed  themselves  in  poor  urban  and 
:ommunities  throughout  Latin  America  and  the 
)ean.  In  these  desperately  poor  communities, 
been  providing  hard-working  men  and  women 
therwise  unattainable  fair-rate  small  business  loans, 
ut  these  fair-rate  loans,  thousands  of  shoemakers, 
5,  artisans  and  street  vendors  would  be  unable  to 


make  a  living.  But  thanks  to  ACCION,  people  who  only 

one  year  ago  were  barely  able  to  keep  their  families  alive, 

today  have  paid  their  loans  back  in  full  and  have  been 

given  a  chance  to  better  their  lives. 

More  importantly,  they've  been  given  back  their  dignity. 

All  it  takes  is  for  you  to  believe  in  them. 

For  more  information  or  to  send  a  contribution,  write  to 

ACCION  International,  1385  Cambridge  St.,  Cambridge, 

MA  02139  617-492-4930. 


ACCION  International 


1 10A-CA 


Its  not  surprising  that  one  out  of  four 
pharmaceuticals  conies  from  tropical 
forests.Orthatan  estimated  1400  tropical 
plants,  like  the  rosy  penwinkle,  have 
promising  anti-cancer  properties.  After 
all,  as  home  to  half  of  the  worlds  plant  and 
animal  species,  these  forests  are  a  vast 
biochemical  warehouse. 

What  is  surpnsing  is  that  the  human 
race  is  destroying  this  living  resource  at  an 
alarming  pace. 

Each  day  74,000  forested  acres  are 

KeepTropical  FoiestsAlive. 

Tropical  Forest  Project.  World  Resources  Institute  1 735  New  York  Avenue.  N  W  Washington,  D  C  20006/ Prepared  by  Richardson,  layers  &  Donofria  Inc.  j ' '  ^• 
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cleared,  pushing  untold  numbers  ot  species 
toward  extinction. 

The  future  of  medicine  and  agnculture, 
the  existence  of  thousands  of  wildlife 
species,  and  the  survival  of  hundreds  of 
millions  of  people  in  developing  countries 
depend  on  what  we  do  now  to  keep  the 
tropical  forests  alive. 

The  means  of  solving  this  problem  are 
within  our  reach.  Write  in  order  to  find  out 
how  you  can  help  keep  the  tropical  forests 
alive,  before  the  reasons  disappear 


OnJune8,1991 
^eral  Schwarzkopf 

will  lead  his  troops 
one  more  time. 


He  led  them  to  the  greatest  military  victory  in  45 
years.  But  before  the  General  retires  this  summer  he 
will  lead  his  troops  once  again  -  in  the  National  Victory 
Celebration  on  June  8,  in  Washington,  D.C.  It  will  be 
the  biggest  military  victory  parade  since  World  War  II. 

Help  give  the  troops  of  Operation  Desert  Storm  the 
day  they  deserve.  Be  there.  Or  show  your  support  with 
a  tax- deductible  contribution.  Just  call  1  800  HEROS  91. 
Credit  cards  welcome. 

National  Victory  Celebration  Day 
June  8,  Washington,  D.C. 

■/ON  '  O  ' 


Mrt  Storm  Homecoming  Foundation  is  a  consortium  of  national  veterans  organizations  and  is  the  official  sponsor  ot  The  National  Victory  Celebration  It  is  an  organization  exempt  from  tax  under  section  501  (c)  (3)  of  the  Intemal  Revenue  Code 
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The  only  pointer  you'll  nee 
on^\toaows  Computing 


do*!' 


:-.3i 


The  Microsoft  Windows"  graphical 
environment  has  become  incredibly  popular 

And  not  surprisingly  the  best  way  to 
get  around  the  Windows  environment  and 
applications  is  with  a  Microsoft  Mouse. 

With  well  over  6  million  of  our  mice 
in  the  field,  so  to  speak,  you  could  say  its 
become  an  industry  standard.  In  fact,  it's 
been  so  well  received,  it  has  even  won  the 
PC  Magazine  Editors'  Choice  award. 


And  since  it  comes  from  Microsi^t 
you  are  assured  of  unquestionable  qualit 
Not  to  mention  reliability. 

Give  us  a  call  at  (800)  541-1261,  le 
partment  R06,  and  ask  for  the  name  of  it 
dealer  nearest  you.  Then  go  check  it  oi 
for  yourself.  We  think  you'll  see  our  poit 

Micmsoft 

Making  it  all  make  sense" 


&1991  Micrmofi  Corporatum.  Alt  rights  rncnxd.  Frmted  m  the  USA  Imide  the  50  Umled  States,  call  (800)  541-1261.  Lkpt  R06:  outside  the  SO  United  States,  call  (206)  936-8661.  Customers  m  Canada,  call  (416)  56S-3S(Xl  Aficraal/ij'*' 
Murasoft  logo  are  registered  trademarks  and  Makjng  it  ail  make  sense,  the  Microsoft  Mouse  design  and  Windows  are  trademarks  of  Microsoft  Corporation.  The  Microsoft  Mouse  design  is  protected  hy  U.S.  Design  Patent  No.302,426.  I 
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27 
million 
Americans 
cant  read. 
And  guess 
who  pays 

the  price. 


Every  year,  functional 
illiteracy  costs  Annerican 
business  billions. 

But  your  company  can 
fight  back. ..by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


I 


Copyright  1990 


When  Kansas  Power  and 

to  protect  our  environment.  Kansas  Power 


Light  wanted  to  make  sure 


and  Light  Company,  for  example,  has  relied  on  ABB  for  years  to  sup- 
ply the  systems  that  significantly  reduce 
emissions  linked  to  acid  rain  and  which 


ilB 
ilUG 


Virtually  eliminate  airborne  ash.  Other  regional  power  producers  like 

Montana-Dakota  Utilities,  Orlando  'I 

the  Great  Plains  stayed  great, 


who  did  they  turn  to? 


Utilities  Commission,  and  the  City 
Public  Service  Board  of  San  Antonio] 
also  look  to  ABB  to  supply  them  with  advanced  emis- 
sion- control  systems.  '|||^ 
This  is  just  one  example  of  how  ABB  helps  to  meet 
many  ot  the  country's  important  economic  needs.  With  over  35,000  ^ 
employees  at  facilities  in  nearly  every  state,  ABB  is  addressing  America's  i  ■  ^ 
needs  for  clean,  reliable  electricity;  efficient  industrial  processes; 
improved  mass  transit;  and  environmental  protection.  And  each  year 
around  the  world  we  invest  $1.3  billion  in  researching  and  developing 
new  environmentally  sound,  cost-efficient  technologies. 
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'  Power  Generation  •  Power  Transmission  &  Distribution  •  Mass  Transportation  •  Environmental  Control 
'  Industrial  Automation  &  Engineering*  Financial  Services 
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ANIES  (Russell  1000) 
VIPANIES  (Russell  2000) 
ANIES  (Russell  3000) 
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1.8 
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FINANCIAL  TIMES  100) 
KKEI  INDEX) 
(TSE  COMPOSITE) 

2492.9 
25,495.4 
3498.4 

1.1 
0.4 
1.5 

6.3 
-22.6 
-1.9 

;iRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC. 

EK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

chonge 

52-week 

Price 

BILES 

14.2 

-19.9 

GENERAL  MOTORS 

19.5 

-16.7 

40% 

12.6 

0.5 

CIRCUS  CIRCUS  ENTERPRISES 

13.1 

12.0 

71 

AND  LOANS 

10.6 

3.1 

GOLDEN  WEST  FINANCIAL 

16.0 

15.5 

37  y4 

iRKET  AUTO  PARTS 

9.2 

-6.5 

GOODYEAR  TIRE  &  RUBBER 

18.5 

-25.7 

25% 

9.2 

36.0 

MERCK 

13.2 

45.2 

122 

EK  LAGGARDS 

% 

4-wcek 

change 

52-week 

Weakest  stCKk  in  group 

% 

4-week 

chonge 

52-week 

Price 

-10.5 

13.3 

NIKE 

-17.5 

-1.6 

39% 

L  TELEPHONE  COMPANIES 

-4.7 

-10,8 

AMERITECH 

-8.0 

-5.4 

58% 

ILDING 

-4.6 

11,1 

PHM 

-9.2 

75,0 

14% 

C  OIL 

-3.3 

-10,0 

PHILLIPS  PETROLEUM 

-8.5 

-3,3 

25y2 

ER  SYSTEMS 

-3.2 

-1 1.3 

COMPAQ  COMPUTER 

-26.5 

-37.1 

37V8 

lAL  FUNDS 


total  return 


MORNINGSTAR  INC 


LAGGARDS 
four-week  total  return 


■  S&P  500 

el<  lolol  retufi 


Avefoge  fund 


52-week  tolol  reti 


;iC  INVESTMENTS 
SERVICES  GOLD  SHARES 
RE  INTERNATIONAL  EQUITY 

Dtol  return 


14.7 

9.5 
7.7 


SCHIELD  VALUE 
BRUCE 

ALLIANCE  TECHNOLOGY 
52-week  total  return 
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SELECT  BIOTECHNOLOGY  71  4 

SELECT  MEDICAL  DELIVERY  62  9 
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Treasury  bonds 
$11,210 

+  0,18% 


U.  S. stocks 
$10,691 

+  2.59% 


nil 


Money  market  fund 
$10,629 

+  0.11% 


Gold 
$9,735 

+  0.61  % 


DATA  RESOURCES  INC. 


Foreign  stocks 
$9,720 

+  0,05% 
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COMPUTER  BUYERS  CAN 
MAKE  STANDARDS  HAPPEN 


Computers  may  not  appear  to  have  many  moving  parts, 
but  they  are  easily  the  most  comphcated  commercial 
machines  ever  made.  And  now  that  businesses  are 
trying  to  connect  all  their  computers  together  via  networks, 
there  are  even  more  parts,  working  on  more  levels,  that 
must  be  made  to  work  harmoniously.  Shopping  for  comput- 
ers probably  won't  ever  be  as  easy  as  selecting  stereo  com- 
ponents. But  it  could  be  made  much  easier  with  the  adoption 
of  more  computer  standards — public,  detailed  specifications 
for  the  interfaces,  or  connections,  between  computer  sys- 
tems and  the  many  programs  and  hardware  components 
within  them  (page  72). 

Until  now,  customers  have  had  to  live  with  so-called  closed 
interfaces,  defined  solely — and  often  secretly — by  computer 
suppliers.  Such  interfaces  generally  worked  to  the  benefit  of 
a  particular  supplier,  helping  it  prevent  competitors  from 
attaching  replacement  gear  to  its  mainframes  or  other  ma- 
chines. Closed  interfaces  have  meant  high  prices  and  few 
choices  for  customers. 

But  customers  don't  want  to  do  business  that  way  any- 
more. They  want  industry-standard  interfaces,  which  foster 
competition,  lower  prices,  and  make  more  choices  possible. 
They  want  to  mix  and  match  computer  gear  and  programs 
and  build  the  best  system  for  each  application. 

Happily,  customers  are  getting  what  they  want.  Computer 
standards  are  being  hammered  out  by  committees  of  suppli- 
ers and  customers  working  together.  Dozens  of  groups  are 
now  at  work  on  different  standards,  changing  the  market- 
place profoundly.  Customers  enjoy  a  wider  choice  than  ever 
in  computer  hardware  and  software. 

All  those  new  choices  may  be  confusing  right  now,  howev- 
er. It's  easy  to  get  perplexed  in  a  marketplace  as  fast- 
changing  as  computers.  But  if  customers  demand  standard 
products  in  their  purchases,  participate  in  standards-making 
groups,  and  band  together  with  other  customers,  they  will 
do  better  in  the  long  run.  All  this  will  no  doubt  make  life 
more  hectic  for  the  computer  industry,  but  it's  what  the 
customer  wants.  So  be  it. 


THE  CUSTOMER  COMES 
FIRST  ON  THE  STREET,  TOO 


When  it  comes  to  trading,  U.  S.  securities  firms  lead 
the  world  in  innovative,  high-tech  financial  prod- 
ucts and  strategies  (page  80).  Even  the  enormous- 
ly rich  and  powerful  Japanese  banks  and  securities  firms  are 
scrambling  to  catch  up  to  U.  S.  firms  in  Tokyo,  their  own 
backyard.  For  example,  American  investment  banks  invent- 
ed the  Nikkei  put  warrant,  an  instrument  linked  to  the 
Japanese  st>ck  market,  and  they  dominate  the  market  for  it. 

However,  the  acknowledged  innovative  supremacy  of  Wall 
Street  firms  is  no  reason  for  complacency.  The  last  time 


Wall  Street  jumped  out  front  with  a  novel  idea,  it  d; 
the  ball.  Just  consider  the  excesses  of  junk  bonds, 
have  left  many  good  companies  mired  in  bankrup 
vulnerable  to  shotgun  corporate  marriages.  This 
around,  in  carving  out  high-tech  products  and  trading  s 
gies  around  the  world,  U.  S.  firms  must  remember  tha 
main  mission  is  to  serve  their  customers.  If  they  do, 
thing  else  will  fall  into  place.  The  cardinal  sin  of  inves 
banks  in  the  junk-bond  debacle  was  putting  their  own 
before  their  clients'  welfare. 

Wall  Street's  trading  innovations  are  vulnerable  to 
tial  abuses,  too.  For  example,  the  Street  could  fuml 
selling  customers  sophisticated  products  that  they 
need.  Or  firms  could  favor  their  own  trades  over  th 
their  clients.  For  Wall  Street  firms  to  keep  their  lead 
in  world  financial  markets,  they  must  work  to  earn 
they  need  most  of  all:  their  customers'  trust. 


IT'S  TOO  EARLY  TO 
BANKROLL  SOVIET  REFON 
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emember  glasnosP.  Perestroikal  They  have  bloll 
again  in  the  Soviet  spring  after  a  winter  of  (j 
idowns  and  backsliding  that  all  but  buried  re| 
Whether  the  thaw  is  a  result  of  tactical  politics  or  a  si^ 
desire  to  avert  looming  economic  collapse,  Soviet  Preij 
Mikhail  Gorbachev  and  his  archrival,  Russian  Republic 
er  Boris  Yeltsin,  seem  to  have  found  an  accommod 
Their  recent  agreements  with  other  republics  on  demoi 
and  economic  reform  are  creating  a  broad  constituend 
change  that  has  more  potential  than  anything  the  Wes 
yet  seen  for  solving  the  Soviet  Union's  crisis  (page  49 
It  should  be  no  surprise  that  the  Soviet  reformers 
their  Eastern  European  counterparts,  are  turning  t( 
West  for  help.  Working  with  Harvard  Professor  J( 
Sachs,  they  have  wasted  no  time  in  floating  ideas  f( 
much  as  $100  billion  in  infusions  from  the  West  to  en 
age  privatization,  spur  market  pricing,  and,  above  all 
serve  Soviet  stability.  Many  of  these  ideas  are  intrig 
and  a  time  may  come  when  it  will  be  in  the  national  int 
of  the  U.  S.  to  pony  up  hard  cash  for  Soviet  reforms 
Moscow  has  a  long  way  to  go  before  the  Administratioi 
justify  that  use  of  taxpayer  funds. 

The  Bush  Administration  already  has  linked  expa 
access  to  Western  markets  and  inclusion  in  such  We; 
institutions  as  the  International  Monetary  Fund  to  demo 
ic  and  economic  reforms  in  Moscow.  And  there  is 
thinking  that  Western  development-bank  funds  couli 
wisely  used  to  help  provide  the  capital  to  repair  the  S: 
Soviet  food-distribution  system. 

That's  enough  for  now.  Before  there  is  any  direct  U.  S 
for  Soviet  reforms,  Moscow  must  demonstrate  its  con 
ment  to  change  with  concrete  actions.  Massive  spendin 
the  Soviet  military  must  go  instead  to  the  civilian  econ( 
A  reform  plan  and  timetable,  supported  by  continuing  d 
cratic  processes,  must  be  in  place.  As  in  arms  control,  d 
backing  for  Soviet  reform  should  be  governed  by  ano 
axiom  of  the  glasnost  period:  Trust,  but  verify. 


I 


A  DUBLIN  A  LONDON  A  PARIS  A  BERLIN  A  HmBURG  A  FRMKFUR 


A  MEXICO  CITY  A  IXTAFA  A  ZIHUATANEJO  A-.MAZATLAN  ■  A.  ACAPULQ 

Simply  mke  off  with  Delta.  We  %  to  Ibkyo,  Seoul,  Taipei     ^  ^ 
and  Bangkok  every  day  To  32  international  destinations  on  three  continents, 
no  airline  goes  farther  to  make  you  feel  at  home. 


Wehoi^ldByAndltSlmus: 


3  (/Vfc.'t;p. 


WINNERS 


THE  E 


%42  03333678  ? 

ANNUAL  COMPETITION  SPONSORED  BY  BUSINESS  WEEK  AND  THE  INDUSTRIAL  DESIGNERS  SOCIETY  OF  AMtKiLA 


usinessWeek 


1991 


A  McGRAW-HILL  PUBLICATION 


$2.50 


fThe  fact  that  we're  losing 
share  makes  me  goddamn 
mad . . .  .The  tension  level  is 
not  high  enough . . .  the 
business  is  in  crisis.  J 


mimomt 

Ml  1-  m\ 


LIBRARY 

-John  E  Akers,  Chairman 


What's  Wrong?  What's  Next? 


PAGE  24 


oiob6  vo  3wvoNniifia 

ay  3soywiad  08b 
Ayvygn  onand  gwvoMiiana 

9£6S:     20i  T6d3S       09IIT8S0T  2090 


A  DUBLIN  A  LONDON  A  PARIS  A  BERLIN  A  HAMBURG  A  FR^NKFUR 


MEXICO  CITY  A  IXTAPA  A  ZlHUArANE]0  A-MAZATLAN -A.  ACAPULC 


HowToLandHene. 

Simply  take  off  with  Delta.  We  fly  to  Tokyo,  Seoul,  Taipei  '  '  '    '  ^ 
and  Bangkok  every  day  To  32  international  destinations  on  three  continents, 
no  airline  goes  farther  to  make  you  feel  at  home, 

WelmeToFlyAndltShoius: ,  - 1 


5  weeK 


i^l  WINNERS 


THE  BES 


9042  03333678  ? 

ANNUAL  COMPETITION  SPONSORED  BY  BUSINESS  WEEK  AND  THE  INDUSTRIAL  DESIGNERS  SOCIETY  OF  A/V\bKiLA 


usinessWeek 


1991 


A  MCGRAW-HILL  PUBLICATION 


$2.50 


fThe  fact  that  we're  losing 
share  makes  me  goddamn 
mad.... The  tension  level  is 
not  high  enough ...  the  wnnmm 

JUri'  7-  1991 

business  is  in  crisis."  ^^^^^ 
— John  F.  Akers,  Chairman 


What's  Wrong?  What's  Next? 


PAGE  24 


ay  3soywiad  08b 
Ayvaaii  onand  ^wvonnana 

926?     ZOi  T6d3S       09TII8S0T  2090 
0I0«;6  119ia-5xx5txxxxx5(xx 


The  486  Business  Workstation,  resen-edforh'ghend 


In  business,  power  and  flexibility  are  of 
the  essence.  And  only  an  Intel486'" micropro- 
cessor lets  you  plug  into  the  greatest  of  both  in 
a  new  superclass  of  desktop  computers:  The 
486  Business  Workstation. 


engineering  workstations, 
allows  you  to  run  tod^y  s  most  adv  anced 
applications  simultaneoush-.  For  instance,  you 
can  have  a  spreadsheet,  a  statistical  analysis 
program  and  a  desktop  publisher  interacting  at 
once,  at  the  same  time  pulling  data  from  your 


Intel486  is  a  trademark  of  the  Intel  Corporation.  ©1991  Intel  Corporation.  All  rights  reserved. 


linframe  in  real  time.  All  together  at  blink- 
the-eye  speed. 

Plus,  because  it  has  Intel  inside,  you 
)n't  sacrifice  compatibility  with  your  current 
:el-based  hardware  and  over  35,000  busi- 
ss  applications.  Which,  of  course,  saves  you 
z  added  expense  and  time  of  retraining. 

To  get  the  complete  picture,  call  Intel  at 


1-800-548-4725  and  ask  for  the  486  Business 
Workstation  video.  Then  get  ready  to  rise  to  a 
new  level  of  power  in  the  corporate  world. 
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PRODUCTION 

Change  from  last  week:  0.5% 
Change  from  last  year:  -3.6% 
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1967=^100  (four-week  moving  average} 
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Change  from  last  week:  -0.1% 
Chonge  from  last  year:  0.8% 
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The  production  index  was  up  sharply  for  the  week  ended  May  25.  On  o 
seosonolly  ad|usted  basis,  coal,  rail-freight  traffic,  paper,  and  steel  output  all 
increased-  Electric  power,  auto,  ond  lumber  production  were  down,  while  output  of 
trucks,  crude-oil  refining,  and  poperboord  were  unchanged.  Before  calculation  of  the 
four-week  moving  average,  the  index  dropped  to  175.2  from  175.8.  The  index  is 
being  boosted,  in  part,  by  a  weother-reloted  gain  in  utility  use. 

BW  production  \nde*  copyf.ghl  1991  by  McGraw-Hill  Inc 


May 
1990 


Sept. 
1990 


The  leading  index  fell  during  the  week  ended  May  25,  A  sharp  increase  i 
number  of  business  failures  led  the  decline,  and  the  growth  rate  for  real  estate 
was  down.  On  the  positive  side  were  higher  stock  prices,  a  smaller  rote  of  decl 
material  prices,  and  faster  M2  growth.  Bond  yields  were  virtually  unchanged 
the  week  before.  Prior  to  calculation  of  the  four-week  moving  average,  the 
dropped  to  215.2,  from  215.5  in  the  preceding  week. 

Leading  index  copyright  1991  by  Center  foi  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Lotest 
week 

Week 
090 

%  Change 
year  ogo 

STEEL  (6/ 1 )  thous.  of  net  tons 

1,550 

1,587  = 

-19.9 

AUTOS  (6/1)  units 

93,231 

1 05, 11  Or  = 

-23.3 

TRUCKS  (6/1)  units 

63,957 

77,336rT? 

-17.4 

ELECTRIC  POWER  (6/1 )  millions  of  kilowatt-hours 

60,365 

55,81 1  # 

16.6 

CRUDE-OIL  REFINING  (6/1 )  thous.  of  bbl./day 

13,848 

13,474  if 

1.2 

COAL  (5/25)  thous.  of  net  tons 

19,394  = 

18,586 

-1.8 

PAPERBOARD  (5/25)  thous.  of  tons 

747.7  # 

740.5r 

-2.0 

PAPER  (5/25)  thous.  of  tons 

71 1.0  = 

694.0r 

-3.1 

LUMBER  (5/25)  millions  of  ft. 

509.9??: 

517.6 

-3.0 

RAIL  FREIGHT  (5/25)  billions  of  ton-miles 

19.0# 

18.5 

-6.9 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
icon  Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA',  SFPA^,  Association  of 
American  Roilroods. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Yeor 
ago 

JAPANESE  YEN  (6/5) 

139 

137 

153 

GERMAN  MARK  (6/5) 

1.75 

1.70 

1.70 

BRITISH  POUND  (6/5) 

1.69 

1.74 

1.69 

FRENCH  FRANC  (6/5) 

5.92 

5.76 

5.71 

CANADIAN  DOLLAR  (6/5) 

1.15 

1.15 

1.17 

SWISS  FRANC  (6/5) 

1.50 

1.45 

1.44 

MEXICAN  PESO  (6/5)^ 

2,998 

2,991 

2,840 

Sources:  Mo|or  New  York  banks.  Currencies  expressed  in  units  per  U.  5.  dollar,  except  for 
British  pound  expressed  in  dollars. 

PRICES 

Latest 
week 

Week    %  Change 
090     year  ago 

GOLD  (6/5)  $/troy  oz. 

362.400 

361.500 

0.7 

STEEL  SCRAP  (6/4)      1  heavy,  $/ton 

89.00 

95.00 

-23.3 

FOODSTUFFS  (6/3)  index,  1 967  =  1 00 

203.6 

203.4 

-10.3 

COPPER  (6/l)vVlb. 

102.4 

104.3 

-14.6 

ALUMINUM  (6/11  f /lb. 

58.0 

59.8 

-22.1 

WHEAT  (6/1)  ?t2hard,  $/bu. 

2.99 

3.07 

-22.5 

COTTON  16/1)  strict  low  middling  1-1/16  in.,  e /lb 

82,25 

86.08 

4.5 

Sources:  London  Wed.  finol  setting,  Chicago  mkt., 
Week,  Konsas  City  mkt.,  Memphis  mkt. 

Commodity  Re 

eorch  BureoL 

,  Metals 

1  LEADING  INDICATORS  1 

Latest 

Week       %  i 

week 

ago  vH 

STOCK  PRICES  (5/3  DS&P  500 

385.38 

375.25  1 

CORPORATE  BOND  YIELD,  Aaa  (5/3 1 ) 

8.87% 

8.87%  1 

INDUSTRIAL  MATERIALS  PRICES  (5/31) 

97.8 

97.9  1 

BUSINESS  FAILURES  (5/24) 

412 

367  1 

REAL  ESTATE  LOANS  (5/22)  billions 

$404.2 

$404.2r  E 

MONEY  SUPPLY,  M2  (5/20)  billions 


$3,387.7      $3,384.  Ir 


INITIAL  CLAIMS,  UNEMPLOYMENT  (5/18)  thous 


445 


454 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index;  1980=100), 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  ; 
ally  adjusts  data  on  business  failures  and  real  estate  loons. 


1  MONTHIY  ECONOMIC  INDICATORS       :  ^  1 

Latest 
month 

Month        %  < 
ago  yi 

CONSTR.  SPENDING  (Apr.)  annual  rate,  billions  $392.6 

$389. 3r 

PERSONAL  INCOME  (Apr.)  annual  rote,  billions       $4,755. 1 

$4,751. 8r 

1 2  LEADING  INDICATORS  COMPOSITE  (Apr.)  index    1 42.2 

141. 4r 

MANUFAQURERS'  INVENTORIES  (Apr.)  billions  $385.3 

$386.0r 

Sources:  Census  Bureau,  Commerce  Dept 

MONETARY  INDICATORS 


MONEY  SUPPLY,  Ml  (5/20) 

$852.8 

$851. 5r 

BANKS'  BUSINESS  LOANS  (5/22) 

313.4 

314.6r 

FREE  RESERVES  (5/29) 

895 

790r 

NONFINANCIAL  COMMERCIAL  PAPER  (5/22) 

151.2 

153.0 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  f 

ee  reserves. 

which  are  e) 

(presB 

f 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Y 

FEDERAL  FUNDS  (6/4) 

5.96% 

5.99% 

8 

PRIME  (6/5) 

8.50 

8.50 

10 

COMMERCIAL  PAPER  3-MONTH  (6/4) 

6.05 

5.91 

8 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/5) 

6.10 

5.90 

8 

EURODOLLAR  3-MONTH  (6/1) 

5.94 

5.94 

8 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Row  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equi( 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  =  Not  available         r  —  revised         NM  =  Not  meaningful 
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THE  SPIN-OFFS 
FROM  FREE  TRADE 


Your  story  asks:  "The  Mexico  padt: 
Worth  the  price?"  (Top  of  the 
News,  May  27).  From  an  American  point 
of  view,  I  think  not.  Isn't  it  time  we  stop 
attempting  to  solve  foreign  nations'  eco- 
nomic problems  and  begin  to  address 
our  own  depressed  economy? 

If  the  free-trade  agreement  is  passed, 
U.  S.  factories  currently  employing 
American  workers  would  most  definitely 
move  to  cheap-labor  havens  in  Mexico, 
causing  layoffs.  If  the  LI.  S.  tariff  is  re- 
moved on  products  like  orange  juice,  our 
citrus  industry  will  suffer,  causing  more 
job  losses.  With  more  American  compa- 
nies shifting  production  to  Mexico,  the 
quality  of  our  products  will  suffer,  due 
to  the  lack  of  environmental  and  safety 
rules  in  Mexico.  Cheaper  fruits  and  veg- 
etables contaminated  with  pesticides 
banned  in  the  U.  S.  will  be  available  for 
import. 

Although  we  share  a  common  border 
of  over  2,000  miles,  we  must  preserve 
our  economic  and  environmental  stan- 
dards. The  free-trade  agreement  with 
Mexico  will  degrade  these  standards  and 
must  not  be  passed. 

Michael  M.  Feingold 
New  York 

One  point  you  fail  to  mention  is  the 
beneficial  effect  a  U.  S. -Mexico 
free-trade  agreement  should  have  on  the 
U.  S.  inflation  rate.  This  is  especially 
true  if,  in  fact,  there  are  adverse  short- 
term  consequences  for  American  work- 
ers. In  a  nation  without  a  preferential 
rate  for  capital  gains  and  no  inflation 
indexing,  savers  stand  to  keep  some  of 
what  the  government  already  takes  by 
means  of  the  de  facto  wealth  tax  caused 
by  inflation. 

At  the  same  time,  however,  U.  S.  out- 
put per  worker  should  increase,  as  com- 
petition from  Mexico  is  enhanced  via  the 
free-trade  agreement — thereby  raising 
productivity.  This  effect  will  attenuate 
any  downward  pressure  on  U.  S.  wages. 

As  a  nation,  we  have  welcomed  com- 
petition. Why  back  away  now? 

Paul  Matten 
Cambridge,  Mass. 


In  1945,  the  U.  S.  formulated  a  pi; 
help  feed  the  approximately  20  m 
hungry  people  in  Mexico.  Now,  Me 
President  Salinas  has  90  million 
and  is  counting  on  the  U.  S.  to  feet 
provide  jobs  for  them  in  the  form 
free-trade  pact. 

Mexico's  population  has  doubled 
20  years  since  1945.  Its  poverty  am 
wages  are  the  result  of  an  unconti 
population  explosion  that  is  now  i 
process  of  engulfing  us.  When  wil] 
real  problem  be  addressed? 

Herman  0.  A 
Clifton  Springs, 

IN  DEFENSE  OF 
THE  B- IB  BOMBER 


Your  commentary  "The  casej 
building  the  B-2  bomber"  (id 
tries,  June  3)  distorts  the  facts  abou| 
history  and  performance  of  the  B-II 
makes  no  economic  sense. 

The  B-IB  "problems"  are  part 
normal  maturation  process.  Theyjj 
typical  for  advanced  aircraft  and, 
important,  do  not  prevent  the  B-lB 
carrying  out  its  mission:  standing 
and  deterring  our  enemies. 

If  your  logic  had  been  followed  bj| 
military  services  in  developing  cr 
weapons  systems,  there  would  be  nc 
tank,  Hellfire  anti-armor  missile,  Ap 
helicopter,  B-52  bomber.  Global  Po3:)i 
ing  Satellite,  F-117  Stealth  fighterpi 
for  that  matter,  Patriot  antimissile;' 
fense  system.  They  were  the  backi; 
of  our  Desert  Storm  success,  ant  . 
each  case,  these  advanced  systems,  ^ 
like  the  B-IB,  have  had  to  wea 
shakedown  problems  during  their  dp 
opment  and  early  test  phases.  ; 

The  deficiencies  often  attributej 
the  B-IB  have  either  been  fixed  otji' 
well  on  the  way  to  being  solved,  ji: 
electronic  defensive  system  is  omlv 
these.  The  recent  engine  problem  itiB  ) 
other.  In  fact,  the  General  Electric  !D.' 
gine  developed  for  the  B-IB  is  ana 
traordmary  engine,  and  the  solutio  I 
its  recent  problem  is  in  hand.  And  J 
the  record,  the  B-2  uses  the  same  | 
General  Electric  engine  as  the  B-lE  | 
You  cite  $1.5  billion  as  the  am  i 
required  to  "fix"  the  B-IB.  We  be' 
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\nnoundng  Saturday 
delivery  at  rates  that 
/otit  ruinyour  Sunday 


At  UPS,  we  realize 
you've  got  a  lot  of  things 
to  do  over  the  weekend, 
but  worrying  about  your 
packages  shouldn't  be 
one  of  them.  Which  is 
precisely  the  reason  you 
should  let  UPS  handle 
your  Saturday  deliveries. 

You  see,  we  now  offer 
overnight  delivery onSat- 
urday  to  the  most  people 
and  businesses  coast  to 
coast.Guaranteed  on- 
time  reliability*Comput- 
erized  tracking/tracing. 
And ,  perhaps  best  of  all, 
prices  that  are  by  far  the 
lowest  of  any  overnight 
delivery  company 

So  next  time  it  has  to 
be  there  Saturday,  just 
think  of  UPS  on  Friday. 
And  that  way  |  ^  | 
I  you  can  relax  |ljnc| 
'  until  Monday 

We  run  the  tightest  ship  in 
the  shipping  business! 


Yourealastopli^l 

It  will  last  twenty  seconds. 

lliismaybetlieonl)^ 

time  some  people  ever  see  jou. 

Howdojou 

want  to  be  remembered? 
Hie  New  Lexus  Coupa 

Ihe  Lexus  Coupe:  Four  Cam  32-valve  250-hp  V8:  double-wishbone  suspension;  dnvers-i 


/  1  Diiniun  Df'l'ini,!,!  Mulor  Sat^s.  U.S.A..  In,.  I,f\u^  rrnund^  rm,  In  werir  smi  hells  and  ohev  alh/ieerl  lau's.  For  mure  infnrmiilum.  rail  HIIO-HT2-5WH  IHOd-USA-I.K.XUS). 


this  estimate  is  high.  Even  if  accurate,  it 
should  be  considered,  in  view  of  develop- 
ment and  product-improvement  costs,  as 
typical  of  other  advanced  military  air- 
craft. For  example,  according  to  Air 
Force  sources,  more  than  an  additional 
$9  billion  was  invested  in  the  B-52  for 
such  post-production  costs  just  through 
1981.  In  this  context,  it  just  doesn't 
make  economic  sense  to  scrap  our  $30 
billion  investment  in  the  B-lB. 

Your  commentary  fails  to  portray  ac- 
curately the  aircraft's  nuclear  and  con- 
ventional-weapons capability,  which  is 
greater  than  the  B-52's  or  the  B-2's.  As 
just  one  example,  the  B-52  can  carry  51 
Mark  82  bombs — 500-pound  conventional 
weapons — and  the  B-2  is  designed  to  car- 
ry 80.  But  the  B-IB  can  carry  128  (84 
internally  and  44  externally).  The  B-lB 
holds  36  certified  world  records  for 
speed  and  payload.  And  it  has  won  the 
Air  Force  award  for  bombing  accuracy 
in  competition  with  all  other  bombers. 

The  Air  Force  held  the  B-lB  on  alert 
for  its  nuclear  deterrence  role,  but  you 
somehow  considered  the  aircraft  "defi- 
cient" because  it  was  not  required  in  the 
gulf  war.  As  was  also  the  case  in  Korea 
and  Vietnam,  the  newest  and  best  bomb- 
ers were  held  on  nuclear  strategic  alert. 


Air  Force  Major  General  Richard  W. 
Hawley,  director  of  operations  and  depu- 
ty chief  of  staff  for  plans  and  opera- 
tions, said  it  best  when  he  testified  to  a 
House  committee  on  Mar.  6:  "The  B-1  is 
the  most  accurate  long-range  bomber  in 
the  world  today.  Its  low-level  combat 
range  is  double  the  specification — 3,000 
miles,  as  opposed  to  1,500  miles  in  the 
spec.  [It]  has  the  best  terrain-following 
system  in  the  world  today.  It  has  the 
best  safety  record,  through  the  first  six 
years,  of  any  comparable  bomber  or 
fighter,  by  a  wide  margin.  It  has 
achieved  excellent  ratings  on  its  opera- 
tional-readiness inspections."  Further- 
more, General  Merrill  A.  McPeak,  Air 
Force  chief  of  staff,  said  on  Apr.  6: 
"[The  B-IB  is]  no  doubt  the  world's  best 
bomber,  and  if  I  have  to  go  to  Moscow 
this  morning,  I'm  going  to  go  out  and 
climb  in  a  B-lB  to  do  that." 

Your  article  does  a  grave  injustice  to 
the  B-IB  program  by  suggesting  that  it 
is  not  mission-capable.  The  B-lB's  record 
to  date,  in-  virtually  every  category  of 
performance  and  mission  readiness,  is 
superior  to  the  service's  experience  with 
any  other  bomber  or  fighter  produced 
since  World  War  II.  Unfortunately,  the 
real  potential  of  the  B-lB  will  not  be 


fully  realized  or  acknowledged  untij^e?'' 
B-2  issue  is  finally  settled.  j  " 

Sam  F.  lacolli!' 
Executive  Vice-President  and^i^ 
Rockwell  International  (iq;.  .|j 
El  Segundo,  (lit 

'VICTORY'  IN  THE  GULF  a 
IS  A  SORRY  SIGHT  INDEED 

What's  so  sobering  about  the  vph 
postwar  situation  in  the  gu  i- 
that  it  looks  worse  than  the  prewar  ,ti 
ation  ("Kuwait:  The  war  within,"  lier 
national  Business,  May  27).  Think  am 
it:  Saddam  Hussein  is  still  around,  a 
massive  international  effort  is  necei 
to  prevent  him  from  annihilating  his 
Kurdish  population.  Kuwait,  whicl 
mittedly  suffered  tremendously,  si 
no  sign  of  pulling  itself  together.  5 
is  rearming.  Jordan  is  a  mess,  and 
Lebanon.  The  Palestinians  still  hav 
home — and  Israel's  future  is  as  u; 
tain  as  it  ever  was.  If  this  is  what 
tory"  in  the  gulf  war  looks  like, 
save  us  from  ever  being  the  "loser 
Karl  H.  P 
Presi 
Pagac  &  Assoc" 
Loioi 


SIM 


Now  you  can  have  the  best  HP 
La,serJet  leature.s.  And  you 
can  have  them  forjust  $1,595.* 
The  breakthrough  La.ser.Iet  HIP 
printer  gives  you  clean,  crisp  •'}( )( ) 
dpi  print  quality  superior  to 
that  ( )f  ( )rdinary  la.ser  printers. 


It  dre.s.ses  up  your  documents 
with  a  variety  of  ea^y-to-use 
typefaces.  In  thousands  of  sizes. 
And  for  even  better  impres- 
sions, the  new  LaserJet  HIP 
quickly  produces  graphics 
and  special  effecti>.  Including 


shading,  patterns,  and  reverse 
type.  This  compact,  4  page- 
per-minute  printer  will  work 
with  virtually  all  software. 
Aiid,  of  course,  it  comes  with 
the  quality,  reliability,  and 
rock-solid  customer  support 
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THING  FOR  WINE  lOVERS 
EPT  THE  WINE 

CORRECTIONS  &  CLARIFICATIONS 

In  "Tomorrow's  memories  may  be 
made  of . . .  epoxy?"  (Developments  to 
Watch,  May  20),  we  misstated  two 
numbers.  The  item  should  have  said 
that  Microelectronics  &  Computer 
Technology  Corp.  was  developing  a  ho- 
lographic system  that  can  retrieve  200 
billion  bits  of  data  in  a  single  second, 
roughly  the  contents  of  40,000  novels. 

In  "The  case  for  building  the  B-2 
bomber"  (Industries,  June  3),  the  dollar 
figures  on  repair,  operations,  and  main- 
tenance costs  for  the  B-1  should  have 
been  attributed  to  Air  Force  sources. 
The  numbers  did  not  come  from  Rand 
Corp.,  as  stated. 

THE  TAX  CHANGE  IS  WHAT 
SQUEUHED  CREDIT  SEEKERS 

e  appreciate  your  mention  of  tiie 
Wine  Enthusiast  in  Worth  Noting 

carte,"  Personal  Business,  May 
vould  like  to  note,  however,  that 
/e  offer  the  best  in  wine  storage 
cellars,  and  racking  systems,  as 

v/ine  accessories,  we  do  not  sell 

Adam  M.  Strum 
Chairman 
Wine  Enthusiast  Cos. 
Pleasantville,  N.  Y. 

THE  RIGHT  THING  WITH 
INE  ELSE'S  TRADE  SECRETS 

r  article,  "When  a  rival's  trade 
:ret  crosses  your  desk ..."  (Top 
^lews.  May  20),  leaves  the  impres- 
at  Zimmer  Inc.  did  nothing  with 
it  samples  that  were  sent  to  it  by 
itegora.  In  point  of  fact,  when  we 
d  those  samples,  we  immediately 
ed  the  local  South  Bend  (Ind.)  of- 
the  Federal  Bureau  of  Investiga- 
arned  the  samples  over  to  its 
for  further  investigation,  and  co- 
d  with  that  investigation, 
lermore,  we  assisted  the  U.  S.  At- 

^ITour  article,  "The  Fed  may  need  a 

1  crowbar  for  this  credit  crunch,"  (Fi- 
nance, Mar.  11),  describes  well  the  dilem- 
ma facing  retailers:  the  consumer's  re- 
luctance  and   inability   to  borrow. 
Perhaps  the  reduction  in  rates  you  cite 
will  provide  an  incentive,  but  there  is 
another  element  to  consider:  the  after- 
tax cost  of  borrowing. 

Five  years  ago,  all  interest  was  tax- 
deductible.  So  charge-card  interest  of 
19.8%,  for  someone  in  the  50%  tax  brack- 
et, was  a  palatable  9.9%  after  tax.  Now, 
however,  with  most  consumer  interest 
no  longer  tax-deductible,  that  rate  has 
become  an  exorbitant  19.8%.  Will  a  de- 
crease to,  say,  15%  cause  consumers  to 
spend  again?  Maybe.  But  even  that  is 
50%  above  the  previous  aftertax  rate. 

John  S.  Tobey 
Senior  Vice-President 
Liberty  Asset  Management  Co. 

Westport,  Conn. 

torney  prosecuting  the  case  and  testified 
at  the  criminal  trial  in  Minnesota  that 
resulted  in  Stegora's  conviction. 

There  is  no  room  in  American  busi- 
ness for  this  kind  of  illegal  behavior,  and 
we  certainly  did  not,  as  your  article  sug- 
gests, ignore  the  situation  when  brought 
to  our  attention. 

Timothy  M.  Wendt 
Vice-President,  Senior  Division  Counsel 

Zimmer  Inc. 
Warsaw,  Ind. 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  ttie  Ameri- 
cas, New  York,  N  Y.  10020.  Fax;  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204,  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
ptione  numbers  We  reserve  the  right  to  edit  letters 
for  clanty  and  space. 
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A  QUESTION  OF  CHARACTER:  A  LIFE  OF  JOHN  F.  KENNEDY 

By  Thomas  C.  Reeves 

Free  Press  •  510pp  •  $24.95 


THE  DARK  PRINCE 
OF  CAMELOT 


R 


Among  the  flood  of  memoirs  about 
John  F.  Kennedy  that  appeared 
after  his  assassination  was  a 
sentimental  volume  entitled  Johnny,  We 
Hardly  Knew  Ye.  Thomas  C.  Reeves,  a 
University  of  Wisconsin  history  profes- 
sor, agrees  wholeheartedly  with  that 
view.  In  his  new  book,  however,  the 
President  we  hardly  knew  is  one  who 
displayed  "an  irresponsibility  and  lack  of 
judgment  bordering  on  dereliction,"  and 
whose  "reckless  liaisons  with  women 
and  mobsters  were  irresponsible,  dan- 
gerous and  demeaning  to  the  office  of 
chief  executive." 

Clearly,  Reeves  isn't 
seeking  admission  to 
what  he  dismisses  as  the 
Camelot  School  of  history. 
Its  members,  he  thinks, 
want  only  to  preserve  the 
image  of  a  handsome, 
charming  Kennedy  dedi- 
cated to  public  service. 
Revelations  about  the  for- 
mer President  have  al- 
ready tarnished  most  of 
that  dazzle,  of  course. 
Reeves  seems  intent  on 
expunging  what's  left. 

Author  of  a  well-re- 
ceived book  on  Senator 
Joe  McCarthy,  Reeves 
writes  briskly,  with  a 
good  feel  for  the  pungent 
quote  and  telling  anecdote.  He  explodes 
no  bombshells,  but  he  has  sifted  meticu- 
lously through  books,  articles,  FBI  files, 
and  transcripts  of  Senate  hearings.  Even 
readers  familiar  with  Kennedy's  record 
will  find  the  cumulative  impact  stun- 
ning— especially  the  many  pages  devot- 
ed to  Kennedy's  priapic  preoccupations. 

As  his  title  suggests.  Reeves  puts 
Kennedy's  character  in  the  dock.  His 
verdict:  Kennedy  "lacked  greatness  in 
large  part  because  he  lacked  the  quali- 
ties inherent  in  good  character."  This 
apiiroach,  though  high-minded  and  pro- 
vocative, raises  problems. 

As  Reeves  sees  it,  Kennedy's  father 
instilled  his  most  serious  character  flaw. 
Joe  Kennedy,  rich,  powerful,  aggressive, 
and  unscrupulous,  taught  his  children 
the  operative  family  morality:  Nice  guys 
finish  last.  In  the  grip  of  Joe's  passion  to 
see  a  son  in  the  White  House,  John — and 
Bobby — learned  the  lesson  well.  John's 


career,  as  Reeves  tells  it,  was  built  on 
secrecy  and  deception  from  the  start. 

The  first  campaign  for  Congress  set 
the  pattern:  lavish  spending,  bribery, 
blackmail,  press  manipulation.  The  nadir 
was  the  1960  West  Virginia  Presidential 
primary  against  the  hopelessly  outspent 
Hubert  Humphrey.  Kennedy,  Reeves  al- 
leges, used  Mafia  contributions  "appar- 
ently disbursed"  by  Frank  Sinatra. 

After  his  election,  Kennedy's  PR  appa- 
ratus continued  to  project  the  image  of  a 
vigorous,  well-informed  public  servant. 
Kennedy  went  to  great  lengths  to  down- 


eeves  says  that 
rich,  unscrupulous 
Joe  Kennedy  installed 
the  family  morality: 
Nice  guys  finish  last 


play  his  health  problems,  which  included 
Addison's  disease,  an  adrenal  insuffi- 
ciency that.  Reeves  reports,  almost 
killed  him.  By  contrast,  Kennedy  inflat- 
ed his  record  as  author  and  war  hero. 
His  witty,  learned  speeches  were,  says 
Reeves,  chiefly  the  work  of  Theodore 
Sorensen.  His  cultural  interests,  on  dis- 
play at  the  glittering  White  House  eve- 
nings that  so  thrilled  the  country's  lite- 
rati, were  largely  fictional.  At  one 
musical  event,  Jackie  Kennedy  remarked 
that  the  only  tune  her  husband  really 
appreciated  was  Hail  to  the  Chief. 

Compared  with  Reeves's  Kennedy,  the 
hapless  Gary  Hart  seems  a  monk.  Ken- 
nedy's tireless  womanizing  was  a  Wash- 
ington insiders'  joke,  but  as  one  reads 
page  after  page  of  his  obsessive  pursuit 
of  female  flesh — from  quickies  with  sub- 
missive secretaries  to  a  spectacularly 
reckless  affair  with  Marilyn  Monroe — 
the  tolerant  smile  begins  to  fade. 


Historian  Arthur  Schlesinger  Jr.  ( 
keeper,  in  Reeves's  view,  of  the  Ca; 
flame)  once  scoffed  at  the  "Nati 
Enquirer  school  of  biographers. 
Kennedy's  sexual  obsessions  cann- 
dismissed  as  irrelevant  to  his  Pres^ 
tial  performance.  Important  mat] 
sometimes  waited  while  he  frolii 
Among  the  parade  of  women  who 
marched  up  the  White  House  backsl 
was  Judith  Campbell  (later  Exner), 
friend  of  mobster  Sam  Giancana 

FBI  wiretaps  show  that  Mafia  h 
sought  ways  to  blackmail  the  Presi( 
And  implicit  blackmail  formed  pai 
the  tense  relations  between  John 
Bobby  Kennedy  and  FBI  Director  J, 
gar  Hoover.  The  FBI's  thick  file  on 
nedy's  activities  strengthened  Hoc 
hand  when  he  demanded  authorit; 
tap  Martin  Luther  King  Jr.'s  phone 
Reeves  uses  what  he  sees  as  Kc 
dy's  deplorable  morality — political 
sexual — to  show  weak  character. 

what  matters  more 
Kennedy's  policies  am 
cisions.  Reeves  desci 
in  detail  the  Bay  of 
fiasco,  the  Cuban  m; 
crisis,  the  Soviet  th: 
to  Berlin,  and  deepe 
U.  S.  involvement 
Southeast  Asia.  Here 
attempt  to  use  char; 
to  evaluate  political 
tions  falters.  He  depl 
Kennedy's  "macho 
gressiveness"  in  Laos 
defends  his  "pugnai 
in  the  Berlin  crisis.  H 
tacks  his  "adolescent 
cho  temperament"  in 
Bay  of  Pigs,  yet  finds 
straint"  in  his  handlin 
the  missile  crisis. 
The  problem  is  that  character  is 
elusive  concept,  and,  moreover,  thai 
link  between  character  and  perform; 
in  office  is  speculative  at  best.  Lyi 
Johnson  was  a  deeply  flawed  but  ta. 
ed  man,  as  is  Richard  Nixon.  Jimmy 
ter's  many  admirable  qualities  did 
make  him  a  superior  President. 

In  foreign  policy,  Kennedy  was  (| 
mitted — like  his  predecessor  and 
successors — to  containing  Commufst 
expansion.  His  record  was  a  mix  of  kr-  '" 
tial  successes  and  partial  failures  las;' 
Reeves  concludes.  The  same  is  tru|«f ' 
his  domestic  policy.  Kennedy  was  onr  a 
lukewarm  supporter  of  the  civil  rijits 
movement,  yet  he  prepared  the  wayfor  *^ 
significaiit  legislation.  He  also  for,ed 
the  Peace  Corps  and  the  Alliance  ^or 
Progress  and  stimulated  the  econ^Ay 
with  an  innovative  tax  cut.  , 

None  of  this  excuses  his  shortcfn-f 
ings,  but  it  is  worthwhile  to  remind  lir^ " 
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that  in  most  people,  virtue  coiiab- 
,h  vice.  A  Presidential  report  card 
e  reasonably  based  on  results  than 
!S.  By  that  measure,  Kennedy, 
fter  all  served  less  than  one  term, 
ot  a  great  President,  but  he  was 
)m  the  worst. 

ves's  book  raises  yet  again  ques- 
ibout  how  we  elect  officeholders, 
ligns  are  worse  now — longer,  cost- 
lore  deceptive,  and  more  trivial — 
n  Kennedy's  day.  The  present  oc- 
[  of  the  White  House  ran  a  disrep- 

campaign,  yet  he  stands  high  in 
polarity  polls.  Maybe  he,  and  Ken- 
knew  something  Abraham  Lincoln 

to  tell  us:  You  only  need  to  fool  a 
the  people  a  lot  of  the  time. 

BY  JACK  PATTERSON 
d  editorial-page  editor  Patterson 
n  line  for  two  hours  to  vote  for  Ken- 
n  1960. 


IRIEFSI 


PLE  THINGS  YOUR  BUSINESS  CAN  DO 
rE  THE  EARTH 

Earthworks  Group 

'orks  Press  •  120pp  •  $6.95  (paper) 

iENER  WORKPLACES 


jncerned  about  mountains  of  accu- 
mulating garbage,  the  disappear- 
ng  ozone  layer,  or  air  pollution? 
an  be  more  than  an  armchair  envi- 
intalist.  Composting,  using  recy- 
aper  products,  and  buying  energy- 
nt  light  bulbs  are  practical  ways 
p  clean  up  the  earth, 
ou'd  like  to  extend  those  activities 

office,  this  book  offers  a  panoply 
i.  They  range  from  the  straightfor- 
-using  double-sided  copier  paper 
;tting  up  an  in-house  recycling  pro- 
— to  the  more  complicated,  such  as 
ig  a  companywide  "green  team"  to 
Tient  improvements  and  coaxing 
iers  to  become  environmentally 
.  Many  interesting  items  are  less 
is.  Did  you  know  that  407^  of  the 
y  used  to  cool  an  office  eliminates 
gained  through  the  windows?  Re- 
'e  film  installed  over  windows  can 
1  out  up  to  757f  of  the  sun's  rays. 
'  book  follows  the  format  of  its 
cessor,  the  bestselling  50  Simple 
js  Yon  Can  Do  to  Save  the  Earth. 
tip  includes  an  assessment  of  costs 
lenefits,  names  of  companies  that 
done  it,  and  sources  for  more  infor- 
n.  The  result  is  less  a  blueprint  for 
rate  action  than  a  guide  for  em- 
5S.  It's  intriguing  to  consider  how 

difference  they  could  make.  U.  S. 
inies  use  about  21  million  tons  of 

a  year,  for  instance.  If  all  workers 
aper  use  just  5%,  it  would  save 

17  million  trees  a  year. 

BY  EMILY  T.  SMITH 
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!^™Xn  Hog.n  B»We.^eld  Open,  B.Un/i,U,  OA 
8  10    Ben  HoianYum.  Open,  Y»».,AZ 

Much  Corpu!  0>n»'.  TX 

8-10     Ben  Hog.n  Sh-«P°'«  %^to...  Classie. 
15.n  Ben  Hogan  M.5S«s.ppiOulii-o 

GulfpfrLMS  ritv  Beach  CUssic, 

22.24  Ben  Hogan  Panama  Cty  Be 

28-10  Ben  Hogan  Gateway  Open,  H  My. 

ir.'8l::;H:^nMa^^open%...0A 

May  , .         (.„„.fc  Carolina  Classic,  fUrmci,  SC 


^,"r  BenHoganClevelanaOpCU^^^ 


"  Ben  Hogan  Qy^^^^'  Open.  P.U>k»'.^.  PA 


26-28  Ben  Hogan  Wicaiia  V-  / 

tT"  Ben  Hogan  Dakota  Dunes  Op«.,  S««  Ci.,,  lA 

2J-25  Ben  Hogan  leMntanav^r 
'eT^Be'n  Hogan  Reno  Open,  R'-  NV 

20-11  Ben  Hogan  "  'l"  ^1^^;^  g,  p,,,,n 
27-29  Ben  Hogan  El  Paso  upen, 

October  D  „  rinrn  Sonu  Ros".  CA 

U.13    Ben  Hogan  S.«^,^-'oXk;lu„a,  WA 
18-20  Ben  Hogan  Tn-Umes 


No  Qie  F^ows WhenThe 
Next  Golf  Legend  Wll  Appeal: 
But W^Ve  Narrowed  It  Dovvii. 


Sec  the  next  giiicration  of  ciiam]^w}is.  \ 
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S     FROM  DIGITA 


tLOCKBUSTER' 

NTERTAINMENT 

>PENSA 


"BLOCKBUSTER  Entertainment 
started  in  1985  with  1  store.  Today, 
we  have  over  1590  stores  in  146 
markets,  including  the  U.S.,  Canada, 
Guam,  and  the  U.K.  We're  opening, 
on  average,  a  store  a  day  -  while 
maintaining  a  growing  database  on 
more  than  18  million  members. 
And  systems  from  Digital  in  each 
store  help  our  managers  control 
every  aspect  of  their  business. 

"Digital's  Network  Application 
Support  (NAS)  products  allow  us 
to  share  information  easily  between 
individual  stores  and  our  head- 
quarters. So  although  each  store 
operates  autonomously,  we  can 
control  the  quality  of  the  film  and 
titles  offered  to  ensure  consistent 
service.  That's  what's  made  us 
America's  Family  Video  Store. 

"We've  also  seen  Digital  fle.x  as 
necessary  to  meet  our  needs.  Their 
customized  support  services  - 
including  site  preparation,  systems 
staging,  and  overnight  installation  - 
have  been  crucial  to  our  rapid 
expansion.  Their  sales  and  support 
are  open  to  doing  what  it  takes  to 
keep  this  great  machine  growing." 

Digital's  services  have  the 
Hexibility  to  respond,  quickly  and 
appropriately,  to  the  needs  of  your 
business.  To  help  you  control  the 
quality  and  consistency  of  your 
operation.  And  NAS  opens^new 
ways  for  you  to  gain  a  competitive 
ad  vantage. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129 
Parker  Street,  K29,  Maynard 
MA  01754-2198.  Or  call  your 
local  Digital 
sales  office. 


C  OPE 


y8.  Or  call  your 

ADVANTAGE. 


Economic  Viewpoint 


THE  HOT  AIR 

INFUTING  THE  GREENHOUSE  EFFECT 


BY  GARY  S.  BECKER 


The  extreme 
proposals  to  cut  back 
carbon  emissions 
rely  on  forecasts  of 
global  warming 
that  are  highly 
questionable.  It's 
just  one  illustration 
of  the  misleading 
claims  about  many 
environmental  risks 


-■'YS.  BECKER  IS  UNIVERSlTr 
•  ?C:  ESSOR  OF  ECONOMICS 
■f  'f)  SOCIOLOGY  AT  THE 
:  ^ '!  ERSIIY  OF  CHICAGO 


The  expansion  of  the  world's  economy  is  a 
potentially  serious  threat  to  the  envi- 
ronment, but  some  advocacy  groups  and 
scientists  have  ti-ied  to  frighten  people  into  ac- 
tion with  grossly  exaggerated  claims  about 
the  seriousness  of  certain  risks. 

A  prime  example  is  the  pile  of  books  and 
articles  published  during  the  past  decade  en- 
visioning the  most  dreadful  consequences  from 
glol)al  warming  caused  by  the  greenhouse  ef- 
fect. That  refers  to  an  increase  in  the  atmo- 
spheric concentrations  of  cartoon  dioxide  (COj), 
chlorofluorocarbons  (CFCs),  and  other  heat- 
trapping  gases.  The  buildup  of  these  gases 
during  the  past  150  years  is  claimed  to  be  re- 
.sponsible  for  most  of  the  0.3C  to  0.6C  rise  in 
surface  temperature  during  this  century. 

These  studies  of  the  greenhouse  effect  ex- 
pect temperatures  to  rise  a  lot  more— their 
estimates  range  from  2C  to  5C— by  the  time 
atmospheric  concentrations  of  greenhouse 
gases  reach  double  their  1860  levels,  some- 
time during  the  first  half  of  the  next  century. 
Worried  by  such  predictions,  the  1988  Toronto 
Conference  on  the  Changing  Atmosphere,  at- 
tended by  48  countries,  recommended  cutting 
CO.  emissions  hy  2005  to  80%  of  their  1988 
level— requiring  a  major  reduction  in  world 
economic  output.  Senator  Timothy  E.  Wirth 
(D-Colo.)  has  proposed  a  tax  on  the  carbon 
emitted  from  fuels  that  would  rise  to  $100  a 
ton  by  2000— raising  the  cost  of  a  ton  of  coal 
or  oil  by  several  hundred  percent. 
MINOR  EFFECTS.  Such  extreme  proposals  to  cut 
back  carbon  emissions  are  responses  to  fore- 
casts of  global  warming  that  are  highly  ques- 
tionable. One  difficulty  with  the  greenhouse 
explanation  is  that  when  the  rapid  buildup  of 
these  gases  began  50  years  ago,  most  of  the 
temperature  rise  had  already  occurred.  And  a 
recent  survey  of  the  evidence  issued  by  the 
National  Academy  of  Sciences  (NAS),  Policy 
Implications  of  Greenhouse  Warning,  con- 
cludes that  the  increased  concentration  of 
greenhouse  gases  since  the  end  of  the  19th 
century  need  not  necessarily  have  been  the 
primary  cause  of  the  rise  in  global  tempera- 
ture in  those  years. 

As  to  the  future,  even  if  the  continuing 
growth  of  CO2  and  other  gases  in  the  atmo- 
sphere raises  global  temperatures,  it's  any- 
one's guess  how  that  would  affect  the  world's 
economy  and  ordinary  living.  Any  likely 
amount  of  warming  will  probably  have  minor 
effects  on  manufacturing,  mining,  transporta- 
tion, finance,  and  most  other  services.  How- 
ever, some  crops  would  suffer  from  too  much 
heat  and  dryness,  countries  with  warm  cli- 
mates would  get  less  comfortable,  and  in  ex- 
treme cases,  some  coastal  regions  would  be 


flooded  by  melting  glaciers.  On  the  other  1 
warming  would  presumably  benefit  cole 
mates  such  as  Canada's  and  encourage  far 
in  high-latitude  regions. 

Thus,  it  appears  that  the  consequent 
such  warming  may  be  serious  but  pro! 
would  not  be  so  bad.  How  should  public  p 
respond  to  a  possible,  but  far  from  cer 
greenhouse  warming?  A  recent  studj 
William  Nordhaus  of  Yale  University  am 
NAS  report  support  the  Montreal  Protocol 
calls  for  the  phasing  out  of  chlorofluon 
bons,  which  are  used  in  refrigeration  ar 
clean  electronic  components,  by  2000. 
are  not  a  major  source  of  global  warn 
but  they  damage  the  earth's  protective  0 
layer  and  can  be  phased  out  at  what  ap 
to  be  a  modest  cost. 
EDUCATED  GUESSES.  However,  Nordhaus' 
and  the  NAS  report  are  skeptical  abou 
advisability  of  drastic  action  to  reduce 
emissions.  Nordhaus  cautions  that  estimai 
damages  are  no  better  than  educated  gui 
and  he  suggests  only  modest  taxes  on 
and  other  fuels,  for  he  concludes  that 
large  increases  in  CO^  emissions  during 
next  50  years  are  unlikely  to  have  a  majo 
verse  impact.  The  NAS  report  proposes  a 
general  policies  to  improve  energy  use,  fuj 
research  on  the  likelihood  and  effects  of  w 
ing,  and  preparation  to  take  more  drastic  ; 
should  they  become  necessary. 

A  study  at  the  University  of  Chicago 
ducted  by  Ian  Parry  is  examining  the  c( 
quences  of  the  enormous  uncertainty  a 
the  magnitude  of  and  damages  from 
greenhouse  effect.  His  work  supports  the 
elusion  of  Nordhaus  and  the  NAS:  Onlj 
treme  and  unlikely  circumstances  justify 
fuel  taxes  to  cut  down  drastically  the  CO2 
ted  into  the  atmosphere. 

The  greenhouse  effect  is  just  one  in 
tant  illustration  of  the  misleading  claims  a 
many  environmental  risks.  Population  grc 
a  perennial  source  of  environmental  feai 
another.  To  take  one  familiar  example.  Pa 
Ehrlich  warned  in  his  popular  1968  book 
Population  Bomb  that  hundreds  of  mil 
would  starve  to  death  in  the  1970s  and  ]| 
because  the  world's  population  was  growiij^ 
rapidly.  Although  this  widely  reported  for 
proved  to  be  ludicrously  wide  of  the  niri 
Ehrlich  and  other  published  doomsdayers^ 
tinue  to  be  taken  seriously. 

So  little  is  known  about  global  wan! 
and  other  potential  environmental  risks  tf| 
is  hard  to  generate  effective  policies 
when  the  evidence  is  presented  accurate^ 
becomes  almost  impo.ssible  when  advocates 
bard  the  public  with  worst-case  scenarios. 
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This  business  has  trouble  with  their  800  service. 


This  truck  should  be  filled  with  shipments.  But 
mething  has  happened  to  this  catalog  company's  800 
rvice.  Now  they  can't  get  their  calls.  And  all  they  can 
)  is  wait. 

If  only  they  had  AT&T  800  Service,  ihe^  U  he 
itomatically  protected  by  the  AT&T  800  Assurance 
)licy* 

If  trouble  hits,  and  you  can't  get  800  calls,  AT&T 
larantees  to  get  you  back  in  touch  with  your  customers 
ithin  30  minutes.  We  can  reroute  \'Our  calls  to  anv 


working  phone  or  provide  you  with  a  customized 
rec(  )rded  announcement. 

With  AT&T  your  800  service  is  guaranteed.  Your 
business  is  protected.  With  another  800  service, 
who  knows? 

Better  service,  better  results. 
Another  Ans3r  advantage. 

For  more  information,  call  ycjur  AT&T  Account 
Fxecutixe  or  1 800  222-0400. 


1991  AT&T  "Applies  to  all  domestic  800  services,  except  intrastate  basic. 


AT&T 

The  right  choice. 


conomic  Trends 


BY  GENE  KORETZ 


INVENTORY  GROWTH 
WON'T  ADD  MUCH 
OOMPH  THIS  TIME 


At  first  glance,  government  statistics 
suggest  that  inventory  liquidation 
in  recent  quarters  has  cleared  the  decks 
for  a  powerful  surge  in  stock  building 
that  could  bolster  economic  growth  in 
the  months  ahead.  Real  inventory  invest- 
ment shifted  from  a  $4.7  billion  (1982 
dollars)  annual  rate  of  growth  in  the 
third  quarter  of  last  year  to  a  $25  billion 
rate  of  decline  through  the  first  quarter 
of  1991 — a  change  that  accounted  for 
nearly  two-thirds  of  the  drop  in  gross 
national  product  in  the  same  period. 

That,  of  course,  implies  that  many 
companies  will  find  themselves  short  of 
product  if  demand  picks  up  and  will  havf 
to  raise  output  substantially  to  boost 
stocks.  In  past  cycles,  such  a  sharji 
swing  from  inventory  liquidation  to  ac- 
cumulation typically  accounted  for  a  hef- 
ty one-third  of  growth  racked  up  in  the 
first  year  of  recovery. 

Economist  James  Solloway  of  Argus 
Research  Corp.  is  dubious  that  an  inven- 
tory shift  will  pack  much  punch  this 
time  around,  however.  He  points  out 
that  real  imports  of  oil  and  petroleum 
products  fell  from  around  a  $100  billion 
annual  rate  in  the  first  three  quarters  of 
last  year  to  an  $85  billion  pace  in  the 
subsequent  two  quarters  as  the  gulf  cri- 
sis intensified.  And  to  a  large  degree, 
the  drop  in  imports  was  offset  by  a  de- 
cline in  domestic  oil  stocks.  "Falling 
U.  S.  oil  stocks,"  says  Solloway,  "appar- 
ently accounted  for  nearly  607^  of  recent 
inventory  liquidation." 

The  catch,  of  course,  is  that  such  un- 
sustainably  low  levels  of  oil  stocks  will 
have  to  be  replenished  by  boosting  im- 
ports. Thus,  "any  economic  kick  from 
inventory  building  later  this  year,"  notes 
Solloway,  "will  be  diminished  by  the  as- 
sociated negative  impact  of  rising  oil  im- 
ports on  the  trade  balance." 


DEFENSE  CUTS 
DELIVER  A  BODY  BLOW 
TO  FACTORY  JOBS 


The  economy  may  well  turn  up  in  the 
months  ahead,  followed  by  a  pickup 
in  employment  growth.  But  manufactur- 
ing employment  is  headed  down,  at  least 
through  the  middle  of  the  decade.  That 
is  the  conclusion  of  a  new  analysis  of  the 
impact  of  scheduled  cuts  in  defense 
spending  on  U.  S.  industry  released  by 


the  Manufacturers'  Alliance  for  Produc- 
tivity &  Innovation  (MAPi),  a  policy  re- 
search organization  representing  some 
500  major  industrial  companies. 

Aided  by  productivity  gains  in  such 
areas  as  computers,  manufacturing  has 
managed  to  maintain  its  share  of  pri- 
vate-sector output  in  recent  decades 
despite  a  sharp  decline  in  its  work 
force  as  a  percent  of  total  employment. 
But  observers  had  hoped  that  manufac- 
turing jobs,  whose  19  million-plus  level 
last  year  was  roughly  on  a  par  with 


DEIENSE  CUTS  WILL  HURT 


PROJEaED  CHANGE 
INJ0BS,mH4 


THOUSANDS  OF  JOBS 
OETENSi:  NONDEFENSE  TOUL 


-16.7  74.8  58.1 
-51.5  -7.1  -58.6 
-33.1  -77.1  -110.2 
-94.7  -24.0  -118.7 
-112.6  126.0  13.4 
-46.1  105.7  59.6 


DATA:  MANUFACTUiERS'  ALllANCE  FOR  PRGDUaiVITY  S  INNOVATION 


their  level  in  1966,  would  start  to  ex- 
pand a  bit  in  the  1990s  as  the  newfound 
competitiveness  of  U.  S.  industry  final- 
ly began  to  pay  off  in  domestic  and  for- 
eign markets. 

The  M.-'iPl  report  scotches  such  hopes 
for  the  years  ahead.  It  estimates  that 
modest  economic  growth  of  about  2.47<-  a 
year  through  1994  will  generate  some 
125,000  new  nondefense  manufacturing 
jobs.  But  because  defense  cuts  will  do 
away  with  some  405,000  jobs,  it  antici- 
pates a  net  loss  of  some  280,000  manu- 
facturing jobs  by  1994.  In  addition,  labor 
markets  will  have  to  cope  with  the  loss 
of  about  250,000  defense-related  non- 
manufacturing  jobs,  plus  declines  in  De- 
fense Dept.  armed  services  and  civilian 
payrolls  averaging  119,000  full-time  and 
44,000  part-time  jobs  a  year. 

Although  defense  accounted  for  only 
6.77f  of  manufacturing  output  in  1990, 
some  industries  will  be  hit  particularly 
hard.  Expected  to  register  outright  de- 
clines in  output  during  the  1990-94  peri- 
od are  steel  mills  and  foundries,  electri- 
cal machinery,  materials  handling  and 
metalworking  machinery,  missiles  and 
space  vehicles,  tanks  and  shipbuilding. 
Growth  in  aircraft  industries  will  also 
slow  significantly. 

Besides  the  impact  of  defense  cuts, 
employment  in  many  industries  will  de- 
cline because  they  will  shed  jobs  as  a 


result  of  productivity  gains.  One  ex 
pie:  Although  nondefense  output  of 
electrical  machinery  will  jump  by  207 
1994,  that  industry's  nondefense  jobs 
expected  to  decline  by  over  77,000. 

All  of  this  spells  turmoil  in  local  k 
markets  and  loss  of  income  for  m 
relatively  high-paid  defense  work 
who  will  be  hard  pressed  to  match  t 
salaries  in  other  industries.  But  \ 
cautions  against  new  adjustment 
grams  for  displaced  workers.  Estima 
that  the  private  economy  will  gene 
4.78  million  added  jobs  by  1994,  the  o 
nization  believes  the  best  answer  to 
coming  problems  of  dislocation  are  ] 
cies  aimed  at  promoting  long-term 
nomic  growth. 


THESE  U.S.  EXPORTS 
NEED  A  CASH 
INFUSION—AND  SOON 


Another  reason  why  rnanufactu 
job  growth  may  face  tough 
ging  in  the  years  ahead  is  suggestei 
an  article  by  economist  Susan  Hicko| 
the  Federal  Reserve  Bank  of 
York's  latest  Quarterly  Review.  Hii 
notes  that  while  world  exports  of 
ished  goods  have  been  rising  far  fa 
than  exports  of  industrial  materials 
many  years,  finished  goods  as  a  shar 
U.  S.  manufactured-goods  exports  f£ 
to  rise  between  1978  and  1989.  By 
trast,  finished  goods  as  a  share  of  I 
imports  of  manufactured  goods  junr 
from  667^  to  777^  in  the  same  perioc 
Hickok  thinks  a  big  factor  behind 
adverse  trend  in  the  composition  of  I 
trade  has  been  higher  capital  investn 
by  manufacturers  overseas.  Unless, 
mestic  investment  strengthens, 
warns,  U.  S.  finished-goods  produl 
seem  likely  to  face  growing  compet: 
pressures  in  the  global  marketplace 


TO  BRING  ON  THE 
RECOVERY,  PRAY  FOR  Ai 
COOL  GUST  OF  WIND    ^  ^ 


It  is  undoubtedly  a  mere  coincide 
but  research  by  economist  L.  Dou 
Lee  of  Washington  Analysis  Corp. 
cates  that  all  but  one  recession  since 
1930s  began  at  a  time  when  the  wea 
was  turning  warmer  than  it  had  bee 
previous  years.  What's  more,  most 
cessions  ended  in  a  year  marked  q 
cooling  trend. 

The  clear  message,  muses  Lee 
pect  a  hot  summer  if  you  think  thf 
covery  will  be  slow  in  starting  and  a 
one  if  you  see  a  sharp  upturn  ahead 
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ECONOMIC! 


lis  business  has  AIKT  800  Service.  And  it  really  delivers. 


With  AT&T,  your  800  service  is  guaranteed.  And  that's 
ill. With  AT&T,  your  800  service  actually  works  better. 
Consider  this;  what  if  the  same  number  of  customers 
I  to  call  your  business  using  AT&T  800  Service, versus 
e  other  800  service. 

With  AT&T,  more  of  their  calls  would  actually  get 
ugh.That's  because  AT&T  connects  calls  25%  faster  and 
the  fewest  blocked  calls.* 
What  could  those  extra  calls  be  worth  to  your 
nessPAs  much  as  thousands  of  dollars  in  sales  each 


year.  Add  the  extra  revenue  you  can  get  with  AT&T  to  our 
competitive  prices  and  it's  easy  to  see  that  AT&T  800 
Service  delivers  more  for  your  bottom  line. 

Better  service,  better  results. 
Another  AL^  advantage. 

And  now  through June 30, 1991  we'll  waive  the 
installation  charges  when  you  order  any  domestic 
AT&T 800  Service.  For full  details,  call  your  AT&T 
Account  Executive  orl  800  222-0400. 


I  AT&T  'Based  on  basic  800  service  comparisons. 


AT&T 

The  right  choice. 


Twist  and  Shoot 


he  engineers  at  Hitachi 
have  just  come  up  with  a 
remarl^able  new  twist  in  video 
technology.  It's  called  the  Twist 
and  Shoot  and  it's  the  only 
camcorder  that  twists  open  for 
instant  shooting. 

Closed,  its  super-thin,  ly^' 
profOe  makes  it  the  world's  thin- 
nest video  camcorder.  It'll  fit  eas- 


ily into  a  purse  or  a  coat  pocket. 

Open,  it's  fully  automatic. 
Revolutionary  twin  beam  auto 
focus  produces  a  precise,  clear, 
stable  picture.  At  the  same  time, 
shutter  speed,  lens  opening  and 
white  balance  are  adjusted  auto- 
matically for  the  best  possible 
exposure. 

In  addition  to  all  its  conve- 


nience, the  Twist  and  Shoot  pro- 
duces sharp,  true-to-life  pictures 
everytime. 

To  appreciate  this  revolu- 
tionary new  kind  of  camcorder, 
call  1-800-HlTACHI  for  your 
nearest  dealer.  Then  shoot  on 
down  and  twist  one  for  yourself.  1 

0  HITACHI. 

&  1091  Hilachi  Home  FlMironicMAmetical,  Inc.  M, 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


PPY  DAYS  ARE— 
LD  IT,  NOT  SO  FAST 


»SiTIVE  SIGH 
[  RECOVERY 
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ecovery  looks  closer  than  ever.  The  leading  indica- 
tors have  posted  three  consecutive  monthly  in- 
creases. Fewer  people  are  applying  for  jobless 
s.  Consumer  spending  looks  firmer.  Housing  has 
some  gains.  And  factory  data  look  promising.  The 
Real  gross  national  product  in  the  second  quar- 
Id  post  a  gain.  And  a  few  forecasters  even  think 
:urn  will  be  stronger  than  expected  (page  32). 

So  the  recession  is  over,  and 
prosperity  is  just  around  the 
corner,  right?  Not  so  fast.  Yes, 
the  economy  appears  more  solid 
in  light  of  the  latest  data,  but 
below  the  surface,  things  are 
still  pretty  mushy.  There  is  no 
clear-cut  evidence  that  the  fun- 
damentals underlying  demand 
generally — and  consumer  buy- 
ing especially — are  strong 
enough  to  lift  economic  growth 
the  muck  and  set  it  back  on  course. 
,  in  all  eight  previous  downturns  since  World  War 
!e  straight  gains  in  the  index  of  leading  indicators 
ien  a  sure  sign  that  an  upturn  is  imminent  (chart), 
cases,  a  recovery  was  already  under  way. 
nally,  April's  0.6%  rise,  following  increases  of 
1  March  and  1.2%  in  February,  would  carry  more 
,  but  the  Persian  Gulf  war  hardly  made  those 
;  normal.  Without  a  post-victory  surge  in  consum- 
sctations,  the  leading  index  would  have  fallen  in 
Moreover,  the  lead  time  between  an  upturn  in 
ding  indicators  and  the  beginning  of  a  recovery 
aged  from  one  month  to  as  long  as  10. 

IfMERS  The  leading  indicators  do  suggest  that 
'HE  the  economy  is  showing  some  temporary 
)ATA  bounce  related  to  the  success  of  the  war 
^  effort.  The  Commerce  Dept.'s  latest  fig- 

1  consumer  spending  imply  more  of  that  euphoria 
ted  into  actual  buying  than  originally  thought, 
sed  numbers  show  that  spending,  adjusted  for 
in,  rose  0.67'  in  February  and  a  husky  r%  in 
Consumers  may  well  have  postponed  some  pur- 
in  earlier  months — but  then  proceeded  to  buy 
.11,  as  they  began  to  feel  better  after  the  war. 
bit  of  pent-up  demand  now  appears  to  be  satis- 
owever.  Consumer  spending  dipped  0.3%-  in  April, 
■chases  of  goods  dropped  a  sharp  1.1%.  Service 
;,  mostly  for  such  necessities  as  medical  care  and 
Drtation,  posted  a  gain. 


In  addition,  consumers  aren't  feeling  so  euphoric  any 
more.  The  University  of  Michigan's  index  of  consumer 
sentiment  declined  in  May  for  the  second  consecutive 
month,  as  did  the  index  of  consumer  expectations.  That 
will  be  a  drag  on  May's  leading  index. 

In  terms  of  second-quarter  GNP,  however,  the  Febru- 
ary and  March  increases  in  consumer  spending  will  be  a 
big  plus,  because  they  provide  a  high  jumping-off  point 
for  the  second-quarter  level  of  purchases.  Despite  the 
April  drop,  buying  in  the  month  is  already  above  the 
first-quarter  average.  Even  if  outlays  are  flat  in  May 
and  June,  spending  would  show  an  increase  of  2.4%  at  an 
annual  rate.  Since  consumers  contribute  two-thirds  of 
GNP,  that  could  push  growth  into  positive  territory. 

Consumer  spending  in  May, 
however,  is  likely  to  be  up,  al- 
though some  of  that  buying 
may  have  been  borrowed  from 
coming  months.  Unusually  hot 
weather,  especially  on  the  East 
Coast,  appears  to  have  generat- 
ed earlier-than-usual  purchases 
of  summer  clothing  and  other 
retail  items,  in  addition  to  great- 
er utility  demand.  Also,  sales  of 
domestically  made  autos  rose  to 


SPENDING  PICKS  UP, 
BUT  NOT  INCOMES 


DISPOSABLE 
INCOME 
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an  annual  rate  of  6.7  million,  up  sharply  from  5.8  million 
in  mid-May.  Sales  for  the  entire  month  rose  to  a  6.1 
million  rate,  from  5.5  million  in  April. 

But  even  a  gain  in  second-quarter  GNP  would  not  be 
clear  proof  of  recovery.  Except  for  the  1980  downturn, 
each  of  the  past  four  recessions  included  one  quarter  in 
which  GNP  growth  turned  positive  before  heading  down 
again.  All  of  the  1980  drop  occurred  in  one  quarter. 

I NOW,  THE  Still,  all  this  begs  the  question:  Are  con- 
SAVINGS  sumers  getting  ready  to  lead  a  lasting 
CUSHION  IS  recovery?  Judging  by  their  financial  con- 
WORN  THIN  (Jition,  the  answer  is:  No  way.  What's  left 
of  personal  income  after  inflation  and  taxes  fell  0.2%  in 
April  and  is  1.3%  below  last  year's  level  (chart).  Real 
incomes  are  in  one  of  the  steepest  and  most  prolonged 
slides  in  any  postwar  recession.  Incomes  will  not  firm  up 
until  the  job  markets  do  the  same,  and  there  is  little 
evidence  of  that. 

Since  income  growth  has  not  been  enough  to  support 
spending  gains,  consumers  have  dug  into  already-skimpy 
savings  to  finance  their  buying.  Savings  as  a  percentage 
of  aftertax  income  fell  to  about  3.6%-  in  March  and  April. 
Toward  the  end  of  the  past  three  recessions,  households 
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were  saving  more  than  twice  that  much.  With  finances 
also  shaky  because  of  heavy  debts,  many  consumers  just 
don't  have  new  borrowing  as  an  option. 

That  will  make  it  hard  for  cars  and  housing  to  sustain 
their  recent  gains.  April  was  a  good  month  for  the 
construction  industry  generally.  Building  outlays  rose 
0.87s  the  first  increase  in  10  months,  and  new  contracts 
jumped  12%.  But  the  pace  of  improvement  in  home  buy- 
ing has  slowed.  Sales  of  new  single-family  houses  rose 
1.2%  in  April,  to  an  annual  rate  of  500,000,  following  a 
1%  increase  in  March.  Those  were  slim  gains  compared 
with  the  big  187  jump  in  February. 

The  Mortgage  Bankers  Assn.  says  that  loan  applica- 
tions for  the  purchase  of  new  and  existing  houses  rose 
sharply  from  January  to  early  March  but  have  plateaued 
since  then.  Also,  the  Federal  National  Mortgage  Assn. 
says  that  this  coincides  with  builders'  reports  of  modera- 
tion in  sales  and  buyer  traffic  in  early  May. 

Clearly,  higher  mortgage  rates  in  recent  weeks  are 
scaring  off  some  potential  buyers.  That,  plus  declining 
consumer  confidence  and  financially  strapped  house- 
holds, does  not  bode  well  for  further  growth  in  housing 
demand.  And  it's  not  a  particularly  good  sign  for  the 
manufacturing  sector,  either. 

FACTORIES  A  strong  signal  that  the  industrial  slump 
STILL  HAVE  may  be  nearing  bottom  came  from  the 
A  WAYS  National  Association  of  Purchasing  Man- 
TO  GO  agement.  The  NAPM's  index  of  industrial 

activity  increased  to  45.4%  in  May,  from  42.1%  in  April 
(chart).  A  rise  in  new  orders — the  first  in  10  months— led 
the  overall  gain  in  May.  The  index,  however,  is  still 
below  the  507  mark.  That  means  manufacturing  is  not 
declining  as  steeply  as  it  was  and  that  a  full  recovery  is 
still  a  ways  off. 

One  reason  is  that  factories  don't  have  enough  de- 
mand to  keep  production  lines  busy.  The  Commerce 
Dept.  reported  that  new  orders  increased  by  1.8%'  in 


April,  to  $230.5  billion,  but  that  followed  five  conseci| 
drops.  The  purchasing  managers'  report  suggests 
Commerce's  reading  on  orders  could  post  another  ga 
May,  but  the  NAPM  index  of  orders  remains  far  belo^ 
level  of  a  year  ago. 

Bookings  still  aren't  coming  in  fast  enough  to  keed 
order  backlog  from  falling.  Orders  were  down  O.Bl 
April  and  have  increased  only  once  in  the  past 
months.  A  shrinking  backlog  means  factories  won't : 
to  boost  production  or  payrolls  much  in  coming  moij 

Factory  output  rose  sli^ 
in  April,  but  that  was  partH 
cause  past  inventory  cut| 
particularly  in  cars,  has 
stockpiles  extremely  low| 
April,  inventories  fell  by 
to  $385.3  billion.  And  the 
reports  that  inventories  als(j 
clined  in  May.  Weak  der 
especially  by  consumers,  col 
ues  to  hamper  manufactui 
efforts  to  distribute  good! 


INDUSTRY  MAY  BE 
STIRRING  TO  LIFE 
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wholesalers  and  retailers.  The  inventory  of  fini| 
items  is  still  building,  while  most  of  the  liquidatior 
been  in  work  in  process  and  raw  materials. 

The  stockpile  of  finished  goods,  combined  withl 
shrinking  inventory  of  materials  and  supplies,  is  a[ 
ther  sign  that  factories  aren't  planning  to  pump  upj 
put  levels  anytime  soon.  Indeed,  the  NAPM  reported! 
employment  and  production  were  down  a  bit  in  Mai 
Prospects  for  economic  recovery  come  down  td 
mand,  but  the  big  question  is  the  source.  Consumer^ 
spent  out,  and  businesses  are  cutting  their  capital 
gets.  Exports  look  shaky,  as  recession  or  slowdown! 
tinues  to  grip  economies  abroad.  And  federal,  state,! 
local  governments  are  too  broke  to  buy  anything.  « 
the  recovery  needs  most  is  a  leader,  but  no  sector  s^ 
up  to  the  task. 


THE  WEEK  AHEAD 


PRODUCER  PRICE  INDEX 


Thursday.  June  13,  8:30  a.m. 
Producer  prices  of  finished  goods  likely 
rose  by  about  0.37  in  May,  according  to 
a  survey  of  economists  by  mms  Interna- 
tii^mal,  a  unit  of  McGraw-Hill  Inc.  Food 
prices  should  be  higher,  while  energy 
costs  continue  to  fall.  Prices  increased 
by  just  0.27  in  April  and  fell  in  each  of 
tlie  four  months  before  that. 


Umi  SALES 


Thnr.'^day,  June  13,  8:30  a.m. 
Retail  sales  urobably  advanced  by  0.37 
in  May,  says  tlie  .\IMS  consensus.  That's 
suggested  by  an  increase  in  new-car 
sales.  Retail'  receipts  fell  by  0.17  in 
April  Excluding  car  buying,  sales  are 


expected  to  rise  0.27  in  May,  after  fall- 
ing 0.27  in  April. 

CONSUMER  PRICE  INDEX  

Friday,  June  U,  8:30  a.m. 
Consumer  prices  likely  increased  by  0.37 
in  May.  Higher  food  prices  should  lead 
the  gain.  In  April,  prices  rose  0.27. 

INDUSTRIAL  PRODUCTION  

Friday,  June  14,  9:15  a.m.. 
The  MMS  consensus  expects  that  indus- 
trial output  grew  by  a  small  0.27c  in 
May.  The  increase  could  be  higher,  how- 
ever, because  extremely  warm  weather 
in  some  regions  boosted  utility  use.  In 
April,  industrial  production  edged  up  by 
0.17,  after  declining  in  each  of  the  pre- 
ceding six  months. 


CAPACITY  UTILIZATION 


Friday,  June  14,  9:15  a.m. 
The  small  advance  expected  in  oi 
suggests  that  operating  rates  weric 
changed  in  Mav  from  their  low  lev 
78.37  in  April.' 

BUSINESS  INVENTORIES 


Friday,  June  14.  10  a.m. 
Inventories  at  manufacturers,  who 
ers,  and  retailers  probably  fell  by 
0.17  in  April,  after  dropping  0.8 
March,  say  the  MMS  economists.  T| 
suggested  by  the  already-reported 
decline  in  factory  inventories.  Bus 
sales  likely  increased  by  27  in 
after  falling  17  in  March.  Factory 
ments  rose  2.67  in  April. 
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MARKETS  AHD  TECHNOIOGY  CHAHGE, 
N  BIG  BLUE  REMAKE  ITS  CULTURE? 


In  all  their  frustration  and  even  desperation,  their 
sarcasm  and  raw  anger,  the  words  alone  command 
attention:  "The  fact  that  we're  losing  share  makes 

me  goddamn  mad  Everyone  is  too  comfortable  at 

a  time  when  the  business  is  in  crisis."  What  makes 
the  message  positively  riveting  is  that  it  comes  from 
no  less  than  John  F.  Akers,  chairman  of  IBM  and  chief 
of  the  enterprise  the  world  has  viewed  as  the  bright- 
est paragon  of  American  business. 

These  words  and  plenty  more  like  them,  which  a 
company  spokesman  confirms  fairly  represent  what 
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BETTER 
DAYS  IN 
THE  LIFE  OF 
A  GLOBAL 
GIANT 


FOUNDER 

After  learning  his 
trade  at  Notional 
Cosh  Register, 
Thomas  J.  Watson 
Sr.  created  on  ac- 
counting-machine 
monopoly  at  IBM. 
His  son  took  over  in 
1 956,  as  computers 
blossomed 


DO  NOT  FOLD 

The  punch  card, 
used  in  tabulating 
machines,  was  the 
heart  of  IBM  for  de- 
cades— even  after 

the  1964  de- 
.  •..  ■  ^        but  of  Sys- 
'  tem/360. 
That  mainframe 
captured  70% 
of  the  market 


?Zf\ri\7J. '  -= 

The  Charlie  Cucsplin 
ad  campaign  tj'-.we 
IBM  a  human 
face — and  helped 
sell  its  most  popular 
computer  ever 


Akers  told  an  internal  IBM  management 
class,  were  spread  via  electronic  mail 
within  IBM  by  a  manager  who  attended 
the  meeting.  Intentionally  or  not,  in  the 
days  since  Akers'  remarks  appeared 
publicly,  a  freshly  sharpened  focus  is 
centering  on  Big  Blue.  After  six  years  of 
struggling  to  fix  itself,  IBM  still  faces 
the  toughest  technological  and  manage- 
ment job  in  business  today. 
HARDWARE  STORE.  Once  again.  Wall 
Street  is  slashing  its  estimates  of  the 
company's  future  earnings.  IBM  long  ago 
lost  its  panache  as  an  investment,  but 
now  there's  a  certain  derision  in  the 
view  from  Wall  and 
Broad.  As  veteran 
money  manager  Rob- 
ert Stovall  puts  it, 
IBM  "is  the  Sears  Roe- 
buck of  the  computer 
hardware  business." 

So,  too,  are  busi- 
ness leaders  revis- 
ing their  views  of 
IBM  (page  31).  Even 
Thomas  J.  Watson 
Jr.,  the  son  of  IBM's 
founder  and  the  man 
who  led  IBM  into  its 
greatest  era,  is  talk- 
ing. "The  best  thing 
for  me  to  do  is  to 
say  no  comment,  but 
I    won't,"  Watson 

told   BUSINESS  WEEK. 

"There  are  things  at 
IBM  that  apparently 
need  improving,  and 
Mr.  Akers  was  trying 
his  best  to  communi- 
cate that.  I've  done 
precisely  the  same 
thing  in  my  day." 

Not  that  Watson 
thinks  the  headaches 
he  suffered  in  his  14 
years  atop  IBM  com- 
pare to  the  intracta- 
ble problems  Akers 
faces  now.  Some  in 
the  end  may  prove 
unsolvable.  Asked 
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what  Akers  should  do,  the  chairman  of 
one  of  IBM's  most  tenacious  rivals  is  re- 
duced to  something  close  to  platitudes. 
"He's  got  to  break  the  rules,"  he  says. 
"He's  got  to  figure  out  how  to  compete 
again."  Which  points  to  the  fundamental 
question  for  IBM:  After  enjoying  the 
fruits  of  wild,  near-monopolistic  success, 
how  can  an  enterprise  keep  from  going 
to  fat?  Can  a  huge  business  that  has  lost 
its  wind  rejuvenate  itself  (page  28)? 

Thomas  J.  Peters,  the  management 
guru  who  with  co-author  Robert  H.  Wa- 
terman Jr.  extolled  IBM  in  the  1982  best- 
seller In  Search  of  Excellence,  blames  a 


system  of  incentives  that  doesn't  rew 
a  spirit  of  autonomy  and  independer 
"The  place  is  still  too  damn  stuffy," 
says.  Although  a  hidebound  bureaucr, 
is  far  from  IBM's  only  problem,  the  C( 
pany  is  looking  to  shed  an  additio 
14,000  names  from  its  payroll  of  373, 
this  year.  Since  1986,  the  company 
slashed  47,000  workers.  Some  ri\ 
think  IBM  over  the  next  few  years  m 
cut  an  additional  40,000  or  so. 

That  brutal  prospect  has  set  IBM( 
so  long  accustomed  to  the  company's 
layoff  tradition  and  the  comfortable 
of  its  golden  handcuffs,  abuzz.  A  ve 
an  IBM  manager 
Westchester  Com 
site  of  the  compar 
Armonk  (N.  Y.)  h 
quarters,  repoi 
"Some  people 
saying,  'What 
breath  of  fresh 
How  positive!  L< 
get  going.' 
there's  another  gr( 
who  are  very  angr 
iBMers  worldw 
are  debating  whet 
the  fault  lies  in  th( 
or  their  bosses  (p; 
27).  Especially  Ak( 
His  pay  and  boi 
last  year  leapt  18; 
to  more  than  $2.2  i 
lion.  "It's  not  t! 
people  here  are 
working  their  bi 
off,"  says  one  won  r;iia, 
who  works  in  the  { 
sonal-systems  m 
keting  group, 
stead,  she  points 
"the  cult  of  the  63 
utive.  If  John  Ak 
said,  'I  think  we  co 
sell  more  mainfrar 
if  I  ran  down 
street  naked  ev( 
day,'  it's  a  sure 
that  everyone  els€ 
the  meeting  wo 
say,  'You've  rea 
got  something  there,  John.' "  Ak 
would  not  comment  for  this  story. 
LONG  VIEW.  What  may  be  most  dism 
ing  about  what's  wrong  at  Big  Blu( 
that  in  the  past  two  decades,  when 
pan  made  its  biggest  inroads  into  U 
markets,  IBM  excelled.  It  was  the  hi 
U.  S.  corporation  that  somehow  j 
things  right.  Superbly  managed,  it  sa 
fied  the  needs  of  its  customers.  It  t( 
the  long  view,  plowing  piles  of  casi 
$6.55  billion  last  year — into  research  { 
development.  "Respect  for  the  indi' 
ual"  was  a  central  tenet  of  the  corpor 
credo.  And  none  of  Big  Blue's  lav 
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rhe  biggest  problem  is 
lat  Akers  doesn't 
sem  to  be  accepting 
ssponsibility' 


CHIP  DESIGNER 


'I've  watched 

a  lot  of  people  around 

me  get  dismissed 

lately' 


-  FIELD  TECHNICIAN 


'I  think  John  Akers  is 
frustrated  because  the 
old  way  of  doing  things 
isn't  working' 

-  SOFTWARE  DEVELOPER 


HOT  DOGS,  ROLLER  COASTERS,  AND  COMPLAINTS 


mily  Days  at  IBM  aren't  as  well 
nown  as  the  company's  gener- 
us  medical  benefits  or  no-layoff 
1,  but  they're  just  as  much  a  Big 
radition.  On  spring  Saturdays, 
tings  draw  IBMers,  spouses,  and 
)  places  such  as  the  sprawling 
;ss  County  Fair  Grounds  in  leafy 
leck,  N.  Y.,  65  miles  north  of 
Vrmonk  headquarters.  There,  on 
,  nearly  1,000  workers  from  the 
ny's  Kingston  (N.  Y.)  plant 

out  for  hamburgers  and  hot 
•ock  bands  and  roller  coasters. 
I  events  are  supposed  to  foster 
ill  between  IBM  and  its  workers, 
le  festive  mood  that  day  was 
red  by  IBM  Chairman 
'.  Akers'  hard-hitting  re- 

to  managers,  reported 
press  just  days  earlier. 
;  doesn't  seem  to  be  ac- 
^  responsibility"  and  is 
g  the  rank  and  file  for 
'lat  profits  and  declining 
:  share,  said  a  chip  de- 

In  his  12  years  at  IBM, 
ployee  said,  he  has  more 
Dulled  his  weight,  and 
t  deserve  any  blame. 

said  that  the  remarks 
;hem  fear  for  their  jobs, 
vatched  a  lot  of  people 
i  me  get  dismissed  late- 
id  a  field  technician,  who 
that  the  no-layoff  cus- 
loesn't  protect  nonper- 
's  from  getting  fired. 
KY  CLEAN.  Throughout 
ar-flung  empire,  employ- 


an  in  New  York  City  who  last  year 
sold  $50  million  worth  of  IBM  gear  said 
it  is  "politically  incorrect"  to  question 
development  plans.  As  a  result,  she 
said,  information  about  what  custom- 
ers really  want  doesn't  get  to  technical 
staff.  Salespeople  sell  what's  available, 
and  development  teams  work  on 
what's  assigned,  she  said.  Even  if  you 
"scream  loud  enough"  to  get  through 
to  developers,  she  said,  they  often  re- 
act too  slowly.  "By  the  time  our  prod- 
uct is  out,  my  customers  will  already 
have  a  competitor's  product  in  place." 

Back  at  IBM  Family  Day,  employees 
had  a  lot  to  say  about  inefficiency.  In- 
deed, half  of  those  interviewed  said 


titude  that  could  be  a  model  for  the 
rest  of  IBM.  Since  its  debut  in  Febru- 
ary, 1990,  the  RS/6000  has  grabbed  1% 
of  the  cutthroat  workstation  market. 
What  this  design  unit  has  that  the  rest 
of  IBM  needs  most,  he  said,  is  "real 
leadership." 

'TRY  SOMETHING.'  An  IBM  software  de- 
veloper for  10  years,  he  said  that  his 
managers  don't  hand  out  promotions  to 
employees  who  simply  agree  with 
them,  standard  practice  in  other  IBM 
units.  Instead,  he  said,  his  supervisors 
hire  good  people  and  give  them  author- 
ity. "I  think  John  Akers  is  frustrated," 
he  said,  "because  the  old  way  of  doing 
things  isn't  working." 


THE  ATMOSPHERE  WAS  NOT  ALWAYS  FESTIVE  AT  IBM'S  FAMILY  DAY  ON  JUNE  I  IN  DUTCHESS  COUNTY 


ve  greeted  Akers'  message  with 
lints,  prescriptions,  and  confes- 
A  distribution  manager  in  Boca 
Fla.,  said  he  and  co-workers 
Akers'  language  offensive — 
because  IBM  has  worked  hard, 
s  white  shirts  and  blue  suits,  to 
a  squeaky-clean  image:  "He 
a  lot,  and  that's  not  the  kind  of 
le  you  set  for  your  employees." 
!rs  lamented  that  Akers  didn't 
s  IBM's  real  problem:  a  bureau- 
that  often  stifles  individuality 
ienates  customers.  A  saleswom- 


many  of  their  collegues  don't  work 
hard  enough.  While  watching  his 
daughter  ride  the  Sooper  Jet,  a  man 
who  has  been  testing  hardware  at  IBM 
for  13  years  admitted  that  he  slacks 
off.  The  reason:  "My  managers  don't 
motivate  me."  He  said  he  is  fed  up 
with  supervisors  who  ignore  him  and 
focus  only  on  their  own  careers. 

Others  said  this  blame-it-on-someone- 
else  attitude  may  be  crippling  the  com- 
pany. One  employee  claimed  that  his 
team,  the  one  that  designs  the  RS/6000 
workstation  line,  has  a  take-charge  at- 


After  the  carnival,  a  number  of  IBM 
families  drove  a  few  miles  down  the 
road  to  visit  Hyde  Park,  home  of 
Franklin  D.  Roosevelt.  There,  posted 
on  one  of  the  museum's  walls,  is  a  1932 
FDR  campaign  speech  asserting  that 
America  needs  bold  new  methods  for 
dealing  with  its  crushing  problems. 
"Above  all  else,"  he  wrote,  "we  must 
try  something."  If  Akers  has  come  to  a 
similar  conclusion,  IBM's  employees 
may  be  in  for  a  New  Deal  of  their  own. 

By  Evan  L  Schwartz  in  Rhinebeck, 
N.  Y.,  with  bureau  reports 
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attention  to  employees  or  social  concerns 
seemed  to  subtract  from  profit:  In  a 
bare  three  years,  which  included  a  se- 
vere recession,  IBM  nearly  doubled  its 
operating  income,  to  $11.2  billion  in  1984. 

Yet  something  has  gone  terribly  awry. 
Seven  years  later,  IBM  operations  still 
have  not  topped  that  record  profit.  And 
IBM  shares,  so  long  the  market  bellweth- 
er, today  trade  near  $105,  a  1983  level 
that's  407'  below  the  1987  peak.  Just 
how  did  IBM  and  its  blue-suited  legions 
plunge  into,  as  Akers  puts  it,  "crisis"? 

Put  most  plainly,  IBM  remains  stuck  in 
the  past.  With  a  corporate  culture  that 
cherishes  former  glories  and  a  depen- 
dence on  slow-growing  sales  of  main- 
frame computers  (table),  costs  remain 
too  high.  And  key  new  products — laptop 
computers  are  but  one  example — find 
their  way  to  market  far  too  slowly. 

None  of  that  is  startling  news.  But 
why  can't  Akers,  six  disappointing  years 
after  he  took  the  helm,  turn  IBM's  ship 
around?  The  technological  current  just 
may  be  too  swift.  Every  advance  in  mi- 
croprocessors— the  silicon  chips  that  are 


any  computer's  brain — rewrites  the  eco- 
nomics of  the  computer  biz.  So  as  the 
price  of  computing  power  has  plummet- 
ed, computer  hardware  has  become  ,  a 
commodity  item,  like  so  many  cast-iron 
skillets.  That  has  allowed  scads  of  new, 
nimbler  rivals — Compaq  Computer,  Sun 
Microsystems,  MIPS  Computer  Systems, 
and  Dell  Computer  among  them — to  nib- 
ble away  at  IBM's  market  share.  So  IBM's 
sales  may  grow,  as  they  did  in  1990,  to 
$69  billion.  But  as  all  this  competition 
keeps  putting  the  squeeze  on  margins, 
profits  are  bound  to  suffer  (charts,  page 
26).  This  year,  Wall  Street  doesn't  even 
see  higher  revenues,  let  alone  profits. 
MEETING  MILL.  No  wonder  Akers  is  an- 
gry. Despite  his  efforts  to  push  decision- 
making down  to  lower  levels,  IBM  re- 
mains a  largely  centralized  corporation, 
an  organization  in  which  many  can  nix 
an  idea  or  project  but  few  have  the  au- 
thority to  approve.  One  software  plan- 
ner, a  recent  defector  to  Microsoft  Corp., 
recalls  how  IBM  operates:  "All  day  long, 
it's  a  constant  round  of  meetings  where 
nothing  gets  done." 


One  reason  may  be  that  few 
companies  have  enjoyed  IBM's  long  is? 
ry  of  outsize  success.  Since  1924,  fhi 
Thomas  J.  Watson  Sr.  changed  the 
of  Computing-Tabulating-Recordin, 
to  International  Business  Mac 
Corp.,  IBM  has  dominated  its  ma  lure 
By  the  1950s,  IBM  held  nearly  957°  (  0i 
punch-card  machine  business.  That 
it  tremendous  advantages  in  comp 
a  market  it  entered  in  1952.  Remi 
Rand  was  first  out  with  its  Univai 
Watson  launched  an  all-out  dri^ 
build  a  better  electronic  computet 
soon  left  Remington  in  the  dust 
from  then  on  exploited  a  stratej 
"price  leadership."  Translation:  F 
minimal  competition,  IBM  was  free 
tablish  and  control  the  dollar  val 
data  processing. 

Nice  work  if  you  can  get  it 
clinched  its  lead  by  designing,  bui 
marketing,  and  servicing  a  market 
ing  mainframe,  the  System/360,  wl 
introduced  in  April,  1964.  The  360  r; 
swept  up  707  of  the  computer  m, 
eventually  knocking  out  the  lik' 
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Commentary /by  Keith  H.  Hammonds 

WHY  BIG  COMPANIES  ARE  SO  TOUGH  TO  CHANGE 


It  must  be  considered  that  there  is 
nothing  more  difficult  to  carry  out, 
nor  more  doubtful  of  success,  nor  rnore 
dangerous  to  handle,  than  to  initiate  a 
new  order  of  things. 

— The  Prince 
achiavelli  had  it  right:  Change  is 
la  tough  gig.  It's  vexing, 
1  wrenching,  risky.  Change  lies  at 
the  heart  of  what  we  expect  our  leaders 
to  produce.  But  the  creation  of  new  val- 
ues, of  different  ways  of  thinking  and 
acting,  is  the  most  difficult  pursuit  any 
leader  can  undertake. 

John  F.  Akers  has  it  rougher  than 
most.  He  must  somehow  forge  a  new 
culture  at  one  of  the  largest,  most  far- 
flung  organizations  on  earth.  And  IBM 
isn't  just  enormous:  It's  probably  the 
most  successful  corporation  in  history.  If 
it's  hard  to  change  a  flagrant  failure  like 
Soviet-style  communism,  how  much  hard- 
er is  it  to  remake  what  was  until  recently 
a  wild  success? 

BRAVE  WORDS.  But  Akers  has  no  choice. 
More  than  ever,  businesses  are  having 
change  thrust  upon  them.  Markets 
emerge  and  disappear  seemingly  over- 
night. The  competition  is  smarter,  ever 
quitf-ei-.  Product  life-cycles  are  shrink- 
ing. To  kcpp  up,  executives  demand  flexi- 
bility, nimbleness,  customer  focus.  Year 
by  year,  America's  corporations  central- 


ize, decentralize,  reorganize,  reengineer. 

For  all  the  brave  words  and  how-to 
books,  though,  big  business  isn't  terribly 
good  at  change.  Look  at  your  own  com- 
pany. By  now,  the  CEO's  annual  missive 
to  employees  probably  has  passed 
through  your  in-box  on  the  way  to  the 
circular  file:  It  calls  for  innovation,  quali- 
ty, cooperation,  a  new  way  of  thinking. 
You've  heard  it  before. 

What  about  that  consultant's  report 
the  boss  wanted  you  to  review?  It's  there 
somewhere,  and  it  can  wait.  You  have 
more  urgent  matters  demanding  your  at- 
tention. Besides,  the  consul- 
tants were  through  here 
last  year.  This  report  is 
probably  more  of  the 
same,  decorated 
with  new  buzz- 
words and  a  fan- 
cy cover. 

You're  not 
alone.  In  the  last 
decade,  distressing-  ^ 
ly  few  big  companies 
have  enacted  effective 
long-term  cultural 
change.  As  part  of  a 
study.  Harvard  business 
school  Professor  John  P. 
Kotter  scoured  dozens 
of  large  corporations  to 


\ 


find  just  10  such  success  stori 
ing  General  Electric,  Xerox, 
Air.  "For  the  cynics  who  say  it 
ble,  yes,  it  is  possible,"  Kotter 
only  barely. 

Too  often,  leaders  are  slow 
nize  the  need  for  change.  In(  \ 
namics  slowly  outmode  compa 
ucts  or  services,  eroding  their 
compete.  But  many  executives 
continuing  profits  or  dulled  by 
rience  with  the  same  employer 
the  problem  until  it's  too  la 
calls  it  the  "fish-in-water  phem 
you  stay  in  the  wi 
enough,  you  don't  kno 
changing." 

Recognizing  the  prob 
ever,  is  only  a  first  step 
corporations  have  discovere 
for  change  and  a  prone 
from  on  high  won't  go 
Sears,  Roebuck  &  Co.  ha: 
years  to  shake  up  its  trov 
chandise  Group.  It  wants 
store  and  catalog  "associa 
more  responsive  to  custom- 
CEO  Edward  A.  Brennan, 
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al  Electric  and  RCA. 
'ictory  laid  the  founda- 
)r  IBM's  dominion  over 
xt  20  years,  when  the 
ss  came  to  consist  of 
linj?  and  protecting  its 
refit  mainframe  opera- 
oday,  that  business  still 
IBM  a  gross  profit  mar- 
niore  than  607f . 
INESQUE.  As  time  went 
fen  if  IBM's  products 
't  the  highest  grade 
;ally,  Big  Blue  held  a 

card:  It  controlled  the 

of  its  systems,  espe- 
,he  core  software  or  op- 
g   system.    In  other 

IB.M  controlled  the  key 
ces,  or  connections,  among  its 
ters  and  related  gear.  Rivals 
create  a  faster  computer  or  disk 
hat  also  would  be  cheaper.  But  if 
I't  compatible  with  the  IBM  boxes 
omer  already  had  sunk  millions 
ig  Blue  could  hold  sway  over  the 
I. 

critical  turn  for  IBM  seems  to  have 
vith  the  creation  of  a  product  that 


MAINFRAMES  STILL  CALL  IBM'S  TUNE 


Product 

category 

gross  profit 

Share  of  total 
gross  profit 

Gross  profit 
margin 

Millions 

Percent 

Mainframe  hardware,  software, 
peripherals,  and  maintenance 

$19,087 

49.8% 

61.2% 

Midronqe  hardware,  mainly  the 
AS/400  minicomputer 

2,339 

6.1 

53.4 

Personal  computers,  terminals, 
workstations,  and  typewriters 

7,089 

18.5 

50.8 

Peripherals  other  than  main- 
frames 

2,020 

5.3 

58.0 

Nonmainframe  software  and 
maintenance 

4,757 

12.4 

57.3 

Other 

3,030 

7.9 

39.3 

TOTAL 

$38,321 

DATA:  SANfORD  C 

BERNSTEIN  8,  CO., 

BW 

for  years  won  plaudits  for  the  company: 
the  IBM  PC,  familiar  to  most  of  us  be- 
cause of  the  bright  ad  campaign  featur- 
ing a  Charlie  Chaplin  look-alike. 
Launched  in  August,  1981,  the  machine 
immediately  grabbed  75%  of  the  corpo- 
rate market.  Ex-lBMers  have  estimated 
that  the  PC  sold  500  times  the  units  IBM 
expected.  To  boot,  IBM  seemed  to  show 
the  world  that  even  a  Goliath  could  turn 


on  a  dime  if  the  market  de- 
manded it.  With  sales  of  little 
Apple  Computer  Inc.'s  Apple 
II  growing  by  leaps  and 
bounds,  IBM  bypassed  its  own 
bureaucracy  and  set  up  an  in- 
dependent unit  in  Boca  Raton, 
Fla.,  that  used  off-the-shelf 
parts.  The  PC  hit  the  market 
in  no  time  flat. 
CLONE  EXPLOSION.  But  in  ret- 
rospect, that  $1,565  PC  may 
have  caused  as  many  prob- 
lems as  it  solved.  The  off-the- 
shelf  strategy  showed  poten- 
tial rivals  how  to  use  parts 
available  to  anyone.  More- 
over, once  IBM  adopted  Micro- 
soft's MS-DOS  software  to  run 
the  PC,  it  didn't  control  those  crucial 
interfaces  anymore.  "IBM  created  Micro- 
soft," observes  a  chief  rival  in  the  PC 
business.  "Now,  Microsoft  is  selling 
technology  once  sponsored  by  IB.M  as  a 
commodity  to  any  comer."  With  no  pro- 
prietary lock  on  the  technology,  IBM 
soon  found  the  PC  market  swamped  with 
cut-rate  clones.  Thus  began  the  long 
slide  in  market  share,  to  18%  over- 


rough  operations  in  10  cities, 
olders  last  month:  "The  mood 
iproved,  and  our  people  are 
to  winning." 

i  Brennan  talk  to  out  there  in 
;s,  asks  one  longtime  Sears 
ager.  "I  wonder  whether  Mr. 
Brennan  really  hears 
what's  going  on," 
he  says,  "and 
whether  what 


he  hears  is  I'eally  the  truth."  She  listens 
to  the  CEO's  message  of  change,  then 
watches  as  her  boss  spends  his  time  golf- 
ing and  politicking.  She's  disillusioned  by 
huge  layoffs  and  a  pay  freeze. 

The  problem  is,  we  often  want  change, 
but  not  if  it  hurts.  Some  executives  un- 
derestimate the  time  and  effort  it  takes 
to  drive  change  through  a  large  organi- 
zation. Some  don't,  and  that's  why  they 
opt  for  quick,  painless  fixes.  "The  long- 
term  payoff  is  hard  to  evaluate  and 
tends  to  lie  beyond  the  tenure  of  the 
decisionmaker,"  says  Jay  W.  Forres- 
ter, professor  emeritus  at  the  Mas- 
sachusetts Institute  of  Technology. 
Fundamental  change  at  big  com- 
panies takes  years — at  least  10 
!•  years,  Forrester  reckons,  to  over- 
I'  come  ingrained  resistance.  "So 
many  people  have  been  here  for  a 
while,"  says  Harvey  M.  Greenberg, 
director  of  Polaroid  Corp.'s  corpo- 
rate training  and  development.  "Being 
asked  to  rethink  what  we've  done  for 
years  makes  us  awkward.  We  feel  an 
uneasiness  about  others'  commitment." 
Polaroid  will  have  sent  every  employee 
through  two  days  of  quality  training  by 
December,  but  it  says  it  doesn't  expect 
significant  improvement  to  show  up 
throughout  the  company  for  another 
three  to  five  years. 

Often,  of  course,  what  a  company 
needs  is  a  sharp  slap  in  the  face  from  an 
outsider  whose  perspective  is  fresh.  A 
few  months  after  Grand  Metropolitan 
^  -  PLC  acquired  Pillsbury  Co.  in  1988,  it 
sent  a  small  team  headed  by  Ian 


A.  Martin  to  wake  up  the  new  subsidiary. 
Martin,  a  no-nonsense  Scotsman,  tore 
into  Pillsbury's  sluggish,  cautious  cul- 
ture, cutting  away  560  headquarters  em- 
ployees and  removing  redundant  func- 
tions. He  shortened  product  schedules  by 
years.  The  upshot:  Profits  are  way  up. 

Martin  is  due  to  fly  home  on  Jan.  1. 
Then,  his  successors  will  have  to  make 
the  makeover  last.  Permanent  change  is 
both  revolutionary  and  evolutionary:  The 
restructuring,  the  cost-cutting,  the  new 
message  can  be  effective  for  starters, 
but  it  takes  follow-through  to  make  sure 
they're  more  than  skin  deep. 
VISION.  Consider  Ford  Motor  Co.  Amid 
teeth-kicking  foreign  competition  and 
plummeting  profits,  it  shut  factories, 
adopted  quality  processes,  cozied  up  to 
its  labor  unions,  and  attempted  to  forge 
long-term  partnerships  with  suppliers. 
But  it  didn't  finish  the  job.  When  fat 
profits  returned  in  the  mid-1980s,  so  did 
corporate  complacency.  The  company's 
product  replacement  cycle  remains  twice 
that  of  its  Japanese  competitors.  And  it 
has  angered  its  supplier  "partners"  by 
demanding  an  across-the-board  price  cut. 

The  moral:  Change  takes  time — a  long 
time  at  big  companies.  Change  also  re- 
quires a  well-articulated  vision,  some- 
thing more  than  the  desire  for  profit. 
And  a  network  of  compensation  systems, 
human  resource  policies,  and,  most  im- 
portant, sound  business  plans  to  support 
the  vision.  Is  all  that  happening  at  your 
company?  Probably  not.  Now  do  you  un- 
derstand why  John  Akers  is  frustrated? 

Bi/  Keith  H.  Hammonds  in  Boston 
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all,  with  the  usual  effect  on  profits. 

The  imponderable  is  whether  IBM 
adopted  its  pc  strategy  because  it  was 
the  only  way  to  win — or  if  a  dysfunction- 
al corporate  culture  demanded  the 
wrong  long-term  approach.  "The  fact 
that  its  PC  development  had  to  be  done 
totally  outside  the  IBM  system  tells  you 
something  about  the  system,"  observes 
one  prominent  management  expert.  It 
"was  the  worst  of  what  Jack  Welch  has 
tried  to  get  rid  of  at  General  Electric." 

A  hindsight  case  can  be  made  that 
holding  sway  over  the  computer  biz  for 
20  years  fostered  a  dangerous  mix  of 
complacency  and  arrogance.  "They  were 
always  telling  us  we  were  the  best  peo- 
ple in  the  world,"  recalls  one  recently 
retired  IB.M  Europe  manufacturing  man- 


Shozo  Shigeoka,'  a  Tokyo-based  industry 
observer.  But  now,  IBM  is  paying  the 
price  as  the  Japanese  exploit  their 
knowledge  of  customers'  needs  to  win 
new  mainframe  sales.  IBM  Japan,  long  a 
star  performer,  posted  a  1.17(  sales  gain 
last  year,  while  pretax  profit  sank  near- 
ly 217f.  Meantime,  Fujitsu  and  NEC  saw 
sales  surge  more  than  127;,  while  archri- 
val Hitachi's  rose  lO'^'^. 
LAPTOP  LAGGARD.  IBM  also  is  performing 
poorly  at  the  computer  market's  low 
end.  Take  the  laptop:  By  1990,  the  mar- 
ket had  already  reached  $5.67  billion,  but 
IBM  didn't  produce  its  model  until  this 
past  March.  IBM  now  must  try  to  face 
down  Toshiba,  the  market  leader,  Zenith, 
NEC,  Compaq,  and  Tandy.  So  far,  the 
machine  has  sold  well  to  big  accounts. 


JACK  KUEHLER 

Akers'  No.  2  end  IBM's 
chief  technologist, 
Kuehler  is  an  inspira- 
tion to  lower-level 
techies,  who  enjoy  see- 
ing one  of  their  own  at 
such  an  exalted  level 


STEVE  SCHWARTZ 

The  quality  guru,  he 
made  a  name  for  him- 
self when  his  AS/400 
minicomputer  plant 
won  a  Malcolm  Bol- 
drige  award.  Can  the 
company  do  the  same? 


the  big  computers  to  any  and  all  sor 
smaller  machines  made  by  almost 
body.  Akers  hopes  Earl  Wheeler,  s 
vice-president  for  programming 
terns,  can  make  saa  work.  Saa  still 
long  way  to  go  to  meet  its  promist 
While'Wheeler's  30.000  software  ^ 
ers  hack  away,  IBM  has  made  real 
ress  in  reducing  bureaucracy  at  th 
end  of  the  company  by  speedin 
product  development.  Under  Jamef^iiei 
Cannavino,  the  general  manager 
heads  IBM's  workstation  and  PC  gn 
manufacturing  times  have  been  red 
the  PC  product  line  has  been  almost 
pletely  revamped,  and  his  new  wor 
tion  line  is  a  hit.  He  has  also  succ( 
in  forming  key  alliances,  includii 
joint  project  that  has  Toshiba  deveh 
color  screens  for  ar 
coming  IBM  laptop.  Tl 
group  has  also  shec  tji 
IBM  tradition  of  w; 
for  a  market  to  de 
before  jumping  in.  ks 
a  year,  IBM  will  intrc 
a  laptop  that  can  r 
nize  handwriting — a 
ing-edge  technology. 

Crucially,  Big 
must  work  harder  to 


EARL  WHEELER 

In  charge  of  IBM's 
i/stems  software — 
opposed  to  applica- 
tions software — his 
challenge  is  to  make 
Big  Blue's  machines 
easier  to  program 


JIM  CANNAVINO 

PCs  and  workstations 
are  his  babies — and 
they're  in  the  toughest 
market  right  now. 
His  job:  Get  snazzy 
new  products  out  the 
door  faster 


ager.  "That  didn't  exactly  encourage 
you  to  work  harder.  As  long  as  you 
shined  your  shoes  and  said  good  morn- 
ing to  your  boss,  you  had  a  job  for  life." 

Jeff  R.  Smith,  a  micro-systems  special- 
ist at  Cincinnati's  Good  Samaritan  Hos- 
pital, tells  of  the  time  he  had  a  software 
problem.  "I  called  our  IBM  sales  rep  to 
ask  for  help.  He  returned  the  call  to  my 
boss,  the  [data  processing]  manager,  and 
complained.  He  didn't  think  I  should  be 
bothering  him  with  .stuff  like  that.  His 
call  got  me  in  trouble." 

Thf'  IBM  attitude  is  part  of  why  the 
comijaiiy  is  now  hurting  in  a  key  mar- 
ket, J-a!;an.  While  its  Japanese  rivals 
long  dti  loyed  thousands  of  so-called  sys- 
tems chi^ineers  to  help  clients  at  the  low- 
margin  bus  iness  of  developing  software, 
IB.M  held  biv  k.  "IBM  used  to  laugh  at  its 
Japanese  competitors  for  bothering  so 
much  with  -ystem  engineering,"  notes 


IB.M  says  it  has  already  sold  80'  -  of  what 
it  expected  to  move  in  1991.  But  it's  not 
moving  in  the  fast-growth  part  of  the 
market:  small  businesses  and  students. 
They're  buying  machines  for  as  much  as 
•50';  less  than  IBM's  $5,995  tag. 

Can  Akers  cope  with  all  of  this  in  the 
little  more  than  three  years  he  has  until 
scheduled  retirement?  Former  Stanford 
University  President  Richard  Lyman,  an 
IB.M  director,  says  Akers  has  the  "full 
confidence  of  the  board."  To  make  good 
on  that  confidence,  Akers  and  his  No.  2, 
President  Jack  D.  Kuehler,  need  to  man- 
age a  tricky  transition:  At  the  same  time 
it  slashes  costs  by  cutting  workers,  IBM 
must  develop  a  stunning  array  of  new, 
proprietary  software  that  is  key  to  its 
so-called  Systems  Application  Architec- 
ture strategy.  The  plan  is  to  keep  cus- 
tomers hooked  on  IBM's  richly  profitable 
mainframes  by  enabling  them  to  connect 
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off  mainframe  rivals 
pecially  big  Japanese 
ers  who  are  gaining  o 
quality  front.  Shig 
claims  IBM's  3090 
frames  fail  every  3 
months,  against  two 
or  more  for  compa 
Hitachis.  IBM  Japan's 
drives  go  down  every 
3  months,  he  says 
over  a  year  for  Fujit  y 

QUALITY  TIME.  Steph(  ijs; 
Schwartz  is  the  IBM  s 
vice-president  on  m 
Akers  is  counting  to  boost  what 
calls  "market-driven  quality."  Sch\ 
made  a  name  for  himself  when  hii 
400  minicomputer  plant  in  Roch( 
Minn.,  won  the  Malcolm  Baldrige 
tional  Quality  Award.  "We're  reent 
ing  the  IBM  employee,"  he  says.  "T 
the  secret  weapon  that's  eventual!; 
ing  to  turn  this  thing  around." 

That's  easier  said  than  done  ' 
managers  throughout  IBM  are  said 
ranking  employees,  evidently  to  ide 
those  who'll  be  pushed  to  take  ear] 
tirement.  And  while  it's  unclear  v 
encouraging  early  retirement  ends 
layoffs  begin,  the  direction  seems  )  |^| 
"I  don't  know  how  they  can  live  w 
no-layoff  policy  in  an  industry  th 
changing  this  fast,"  says  one  rival 
Allen  J.  Krowe,  a  former  IBM  exec 
vice-president  now  at  Texaco  Inc. 
agrees.  "Companies  that  rely  on  1; 
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WHAT  SHOUID  AKERS  DO  HEXT?  SIX  GURUS  WEIGH  IH 


IVERSON  OF 
NUCOR  CORP. 


etimes  a  scream  is 
•r  than  a  thesis. 
Ralph  Waldo  Emerson 

perhaps.  But  when 

Pthe  scream  attracts 
everyone's  atten- 

it  helps  to  have  a  the- 

too.   IBM  Chairman 

F.  Akers  is  now  on 
spot:  Whether  IBM  in- 
ed  for  his  words  to  be- 
;  public,  they  did — and 
;  of  people  are  watch- 
to  see  what  he  does 
.  BUSINESS  WEEK  asked 
ral  experts  to  offer  their  advice. 

ig  S.  Shapiro,  former  CEO  of  Du- 
and  former  IBM  director,  now 
ner  at  Skadden,  Arps,  Slate, 
^her  &  Flom: 

Jo  one  expects  IBM  to  have  the 
?  problems  as  other  companies,  but 
?'s  no  reason  why  it  shouldn't. . . . 

is  no  different  from  the  time 
1  Du  Pont  viewed  itself  this  way, 
•  the  nylon  experience  ...  as  a  su- 
tar.  It  took  a  generation  to  create 
ite  of  mind  that  you  had  to  play 
rame  and  couldn't  coast.  Akers  has 

working  on  it. . . .  When  you're 
ig  commodities,  pricing  has  to 
ge,  and  everything  has  to  turn  on 
irch  and  development.  The  issue  is 
;her  you  can  afford  to  put  as  much 
sy  into  R&D  as  they  are,  and  I 
c  that,  unless  they  do,  they'll  be 
nd  class  to  the  Japanese. ...  So  I 
lud  what  IBM  is  doing.  The  only 
I  is:  How  productive  is  it?" 

enneth  Iverson,  CEO  of  Nucor: 
le  has  to  focus  employees'  atten- 
on  costs  and  efficiency.  You've  got 
it  the  significance  of  it  down  to  the 
ile-management  layer,  and  you 
;  do  that  by  edict  from  the  top. 
must  make 

I  conscious  of 
:'s  called  'man- 
nent  by  nag- 
.'  You've  got 
ilk  to  everyone 
it  it,  either  in 
jn-ones  or  in 

II  groups." 

abeth  Moss 
ler,  editor  of 
vard  Business 
ew  and  author 
When  Giants 
m  To  Dance: 


"Akers  should  make  a 
strong  communication  on 
what  the  company  is  try- 
ing to  achieve  in  the  short 
term  and  long  term.  It's 
important  to  look  at  every 
aspect  of  the  company — re- 
wards, operations,  technol- 
ogy, investment — in  terms 
of  whether  it  supports  an 
objective  of  IBM  becoming 
a  service  organization. 
That  means  looking  at 
costs  and  empowering  low- 
er levels  of  employees  to 
take  action  compatible 
with  the  message. . . .  Then,  there's  a 
message  about  what  would  be  valued 
and  rewarded. . . .  This  is  about  the 
only  way  a  giant  bureaucracy  can  un- 
lock itself. 

"A  second  thing  is  that  there  needs 
to  be  a  series  of  short-term  goals 
that  are  different  from  the  num- 
ber of  computers  sold  and  the  sys- 
tems in  place — steps  that  would 
move  IBM  toward  the  service 
thrust. . . .  Akers  ought  to  spend 
time  learning  who  the  local  heroes 
are  who  have  taken  action  that  is 
compatible  with  the  long-term  ser- 
vice thrust.  I  know  they  do  a  lot  of 
rewarding  salespeople  for  dollars 
sold.  But  there  must  be  some  in- 
structive examples  of  how  people 
have  done  things  in  providing  solu- 
tions to  customers. 

"There  are  the  bureaucracy  and  hier- 
archy problems.  .  .  .  You're  holding 
back  a  lot  of  change  when  people  can't 
discuss  problems.  .  . .  What  they  need 
to  do  is  ask  'What's  stopping  you  from 
doing  your  job?'  and  get  at  those  prob- 
lems. .  . .  What  they  don't  need  is  one 
more  statement  of  vision  and  values. 
IBM  has  great  values.  They  probably 
need  a  little  more  anger." 


Thomas  J.  Peters, 

management  con- 
sultant: 

"I  wouldn't  hesi- 
tate to  break  it  up 
into  five  pieces.  I 
would  never  have 
argued  for  IBM  to 
be  broken  up  when 
they  were  up 
against  the  anti- 
trust case,  [but] 
the  reality  is,  if 
they  were  busted 
up  in  five  pieces,  it 
would  have  helped. 


"I  would,  somehow,  through  person- 
al example,  try  to  loosen  the  place  up 
some  and  reduce  the  stuffed-shirt  im- 
age. .  . .  The  structure  is  too  top-heavy, 
and  $69  billion  [in  sales]  is  too  big  a 
size  in  an  industry  that  is  not  mature 
and  moves  fast. . . .  [It's]  still  in  pre- 
adolescence,  which  means  you  have  to 
try  new  things  all  the  time. 

"The  arrogance  of  the  institution 
lasted  a  lot  longer  than  it  should  have. 
A  week  and  a  half  ago,  I  was  with  the 
chairman  of  one  of  IBM's  probably  top 
half-dozen  customers,  who  described 
his  treatment  by  IBM,  and  the  words 
were  four-letter  in  intent.  He  com- 
plained they  don't  shoot  straight — on 
when  the  products  are  going  to  be 
available  and  how  well  they  are  going 
to  work.  They're  heavy-handed  in  con- 
trolling you.  A  hundred  little  arro- 
gances still." 


PETERS,  AUTHOR  AND  MANAGEMENT  CONSULTANT 


Representative  Amory  Houghton  Jr. 

(R.-N.  Y.),  former  IBM  director: 

"The  issue  in  a  company  like  IBM  is: 
'Have  you  got  the  horsepower?  Have 
you  got  the  top  science?'  The  answer, 
of  course,  is  'Yes.' . . .  [So]  you've  got 
to  get  right  in  there  and  rattle  the 
cage.  Shake  them  up." 

Jeffrey  A.  Sonnenfeid,  director  of 
Emory  University's  Center  for  Leader- 
ship &  Career  Studies: 

"It's  critical  not  to  let  it  turn  into  a 
finger-pointing  culture,  where  people 
try  to  find  out  who's  culpable.  Akers 
should  indicate  that  this  is  a  broad  in- 
dictment of  management,  not  of  indi- 
vidual managers. 

"Step  two  is  to  transmit  to  the  inter- 
nal organization  what  the  plan  is  for 

fixing  the  problem  If  it  just  rests, 

it  gnaws  away  at  people  and  can  start 
a  downward  spiral  of  panic.  Akers 
must  explain  his  plan. ...  He  should 
say  it's  his  problem." 

By  Judith  H.  Dolyrzynski  in  New  York 
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policies  cop  out,"  he  says.  "IBM's  policy 
forces  management  to  look  ahead." 

But  already,  IBM  appears  to  be  shift- 
ing a  tad.  Many  managers  rejected  a 
former  early-retirement  offer  because  it 
gave  them  no  more  than  two  weeks'  pay 
for  every  year  of  service — the  same  deal 
a  fired  employee  would  get.  "Some  peo- 
ple said,  'I'll  just  wait  around  to  get 
fired  and  I'll  get  the  same  deal,'  "  one 
manager  confides.  So  IBM  is  slashing  its 
severance  pay  in  half  for  those  who  get 
the  ax,  according  to  one  manager  who 
could  take  early  retirement. 

Many  IBMers  who  have  left  are  those 
that  IBM  may  have  least  wanted  to  see 
go.  G.  Glenn  Henry,  a  Dell  Computer 
Corp.  senior  vice-president,  was  an  IBM 
Fellow,  Big  Blue's  highest  recognition 
for  technical  achievement.  He  joined 
Dell  in  1988  after  21  years  at  IBM.  An- 
other Dell  executive,  Roy  H.  Sovine,  left 
IBM  after  23  years.  "The  ones  that 
stayed  are  the  ones  with  security  blan- 
kets," he  says.  "I'm  not  sure  that  these 
are  your  most  productive  people." 
LAX  STANDARDS.  Indeed,  the  deadwood 
probably  discourages  the  live  wires. 
Harvard  business  school  Professor  D. 
Quinn  Mills  found.  In  interviews  of  100 
IBMers  he  did  for  his  1988  book.  The  IBM 
Lesson,  "the  one  criticism  that  came  up 
over  and  over  again  was  that  the  compa- 
ny was  too  tolerant  of  people  who  didn't 
perform  well,"  Quinn  says.  "The  people 
who  work  hard  resent  it." 

With  the  computer  market  in  the  dol- 
drums, the  turmoil  at  IBM  is  coming  "at 
an  extraordinarily  unfortunate  time," 
says  one  Paris-based  manager.  A  state- 
side manager  sees  things  differently: 
"People  are  working  very  hard  and 
wanting  to  make  a  difference."  Either 
way,  while  it's  doubtful  Akers  wanted 
his  comments  spread  around,  the  net  ef- 
fect has  been  to  issue  a  stiff  challenge. 
"Your  expectation  level  is  not  high 
enough  of  our  people,"  Akers  told  the 
IB.M  management  students.  "If  you  are 
in  sales,  sell.  If  you  are  in  manufactur- 
ing, build. ..." 

And  manager  Akers  must  manage. 
His  remarks  "reflect  Akers'  frustra- 
tion," says  Noel  M.  Tichy,  a  University 
of  Michigan  professor  who  helped  Jack 
Welch  change  GE's  culture.  "If  those  re- 
marks are  not  followed  up  with  appro- 
priate action,  they  can  take  you  a  step 
backward  rather  than  forward."  To  ad- 
vance, Tichy  says,  Akers  must  "talk  and 
talk  and  talk  at  the  top,  with  the  top 
executives  out  there  communicating  that 
'v/e're  not  just  kicking  ass,  we're  all  in 
this  together.' "  Or,  in  Akers'  words: 
"We  do  not  have  time  to  waste." 

By  John  A.  Bynie,  Deidre  A.  Depke,  and 
John  W.  Verity  in  New  York,  with  Robert 
Neff  in  Tokyo,  Jonathan  B.  Lexnne  in  Paris. 
Stephanie  Atiderson  Forest  in  Dallas,  and 
bureau  reports 
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ECONOMY  I 


A  RECOVERY 

TO  RIVAL  THE  '80s? 


Some  economists  are  forecasting  a  surprisingly  strong  reboum 


Look  closely,  and  you  can  see  that 
the  foundation  of  an  economic  re- 
covery is  starting  to  take  shape. 
The  housing  market  is  improving.  Con- 
sumer confidence  is  out  of  the  recession 
zone.  Manufacturing  orders  are  up.  The 
recession's  end  looms  nearer. 

The  good  news,  though,  seems  to  be 
bringing  little  joy.  Most  economists  are 
forecasting  a  recovery  that  feels  little 
better  than  the  current  slump.  Weighed 
down  by  too  much  debt,  consumers  will 
keep  a  tight  grip  on  their  wallets.  The 
banking  system's  credit  strains  will  fur- 
ther dampen  the  upturn.  And  severe 
state  and  local  government  budget  woes 
will  make  it  harder  for  the  economy  to 
bounce  back.  Punch  in  the  numbers,  and 
America's  real  gross  national  product 
expands  by  a  mere  2.59^  or  less  in  the 
first  year  of  recovery,  far  short  of  the 
average  postwar  gain  of  Q7(. 
MORE  PIZZAZZ.  That  consensus  could  be 
too  gloomy,  though.  Yes,  the  lingering 
hangover  from  the  1980s'  excesses  will 
temper  the  strength  of  the  rebound.  But 
in  many  other  respects,  the  economy  is 
in  better  shape  than  it  was  coming  out 
of  the  last  recession  (charts).  Inventories 
are  leaner,  so  even  a  slight  rise  in  spend- 
ing could  propel  a  sharp  snapback.  The 
federal  budget  deficit  is  less  of  a  drag 
on  the  economy.  Long-term  interest 
rates  are  lower,  and  U.  S.  businesses  are 
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no  longer  hobbled  by  a  much  ste 
cost  of  capital  than  their  foreign  con 
itors.  Better  yet,  strong  demand 
U.  S.  goods  abroad  could  spark  a  I 
capital  spending  boom  here  at  hom<  en 

Add  it  all  together,  and  the  econo: 
prospects  suddenly  look  brighter, 
economic  consulting  firm  WEFA  is 
casting  3.59^  growth  next  year,  a 
about  even  with  the  1980s  expaniMiiiBg 
Stephen  S.  Roach,  chief  economis 
Morgan  Stanley  &  Co.,  expects 
growth  in  the  first  year  of  recoxftui 
Even  America's  most  cautious  progn 
cator,  Federal  Reserve  Board  Chair 
Alan  Greenspan,  told  the  Internati  sfto 
Monetary  Conference  in  Osaka,  Ja  m 
on  June  5  that  "the  probability  (  s  A 
stronger-than-expected  recovery  njs 
slightly  rising." 

To  be  sure,  predicting  when  a  n 
sion  will  end  is  known  to  be  hazan  eujI 
to  forecasters'  health.  At  the  mon 
each  sign  of  improvement  seems  1; 
offset  by  a  dismal  statistic.  Many 
nesses  see  little  tangible  proof  of 
recovery.  "The  general  U.  S.  econ 
stopped  going  down  four  or  five  mo 
ago,"  says  Aluminum  Co.  of  Ami 
CEO  Paul  H.  O'Neill.  But  "right 
we're  bouncing  on  the  bottom." 

Still,  whether  the  recovery  is  jusi 
ginning  or  will  wait  until  winter,  \ 
matters  to  most  people  is  the  natut 
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SOURCES 
OF  STRENGTH 


The  1981-82  recession, 
which  ended  in  Novem- 
ber, 1982,  was  followed 
by  a  classic  strong 
recovery:  6.5%  growth 
in  the  first  year.  But  some 
of  the  economic  funda- 
mentals going  into  the 
recovery  of  J  99 1  are 
much  better 


THE  TRADE  DEFi< 
iS  USS  WORRISOME... 


HASiMPRC 


A  PERCENT  (AT  LOWEST  POINT  OF  RECESSION)       A  PERCENT  OF  GNP 
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turn.  If  the  stage  is  being 
ir  a  healthy  revival,  the 
could  well  turn  out  to  be  a 
s  of  strong,  sustained 
1. 

businesses'  need  to  rebuild 
spartan  inventories  that 
give  pizzazz  to  the  initial 
of  recovery.  Companies 
,ted  stocks  at  a  $25.5  bil- 
inual  rate  in  the  first  quar- 
llowing  a  hefty  $28  billion 
f  late  last  year — one  of  the 
t  two-quarter  drawdowns 
L945.  Many  companies  are 
,g  so  lean  that  even  a  mod- 
.les  uptick  could  set  fac- 

humming  again.  In  De- 
'or  example,  car  sales  rose 

annual  6  million  units  in 
ap  from  April  s  5.5  million 
The  Big  Three  carmakers 
)w  recalling  second  shifts 
dding  overtime  at  a  few 
ies. 

•ION?  The  recovery  may 
op  with  inventories.  U.  S. 
'acturers  are  under  pres- 
X)  boost  long-term  capital 
ng  to  meet  growing  over- 
emand  for  U.  S.  goods  and 
is.  A  further  spur  to  in- 
ent  is  slow  growth  in  the 
f  the  work  force.  In  the 

the  work  force  grew  at  a  rate  of 
innually,  compared  with  a  project- 
3wth  rate  of  1.2%  in  the  coming 
Companies  will  have  to  spend 
/  on  labor-saving  technologies, 
jing  a  boost  in  productivity, 
kily  for  Corporate  America,  higher 

of  investment  spending  are  be- 
g  more  affordable.  Long-term  in- 

rates,  after  factoring  out  infla- 
ire  at  their  lowest  level  in  years. 
1,  the  cost  of  capital  for  U.  S.  com- 
>  is  now  about  even  with  that  of 
n  rivals.  Moreover,  America's  la- 


COMMODITIES  PRICES  ARE  DOWN,  SICNALINC  LOW  INFLATION 


bor  costs  stack  up  well  against  the  rest 
of  the  industrialized  world.  For  example, 
on  the  basis  of  manufacturing  costs 
alone,  it's  as  cheap  for  Bausch  &  Lomb 
to  make  a  contact  lens  in  the  U.  S.  as 
anywhere  else,  says  Ronald  L.  Zarella, 
pi-esident  of  Bausch  &  Lomb's  interna- 
tional division. 

Wait.  Doesn't  all  this  growth  spell  in- 
flation? If  so,  bond  investors  would 
drive  interest  rates  higher.  And  rising 
rates  would  choke  off  capital  spending. 

That's  not  too  likely,  actually.  Interest 
rates  will  periodically  spike  up  on  infla- 


tion scares.  But  inflation  rates 
have  been  trending  lower.  Wage 
gains  have  been  tame.  Commod- 
ity prices,  including  those  of  alu- 
minum and  copper,  are  down. 
And  the  recession  has  brought 
the  core  rate  of  inflation  down  to 
4.4%  over  the  past  three  months, 
sharply  lower  than  the  average 
of  5.2%  in  1990.  If  history  is  any 
guide,  inflation  should  fall  even 
more  in  the  recovery's  early 
stage,  because  companies  tend  to 
hold  the  line  on  price  hikes  as 
they  try  to  boost  sales.  Competi- 
tion for  market  share  around  the 
world  should  keep  future  price 
hikes  modest. 

'EXPORT-ORIENTED.'  Another  fac- 
tor keeping  interest  rates  up  in 
the  1980s  will  probably  be  less 
oppressive  in  coming  years:  the 
federal  budget  deficit.  Econo- 
mists at  Salomon  Brothers  Inc. 
estimate  that  the  budget  deficit, 
adjusted  for  recession,  deposit  in- 
surance, and  the  Persian  Gulf 
war,  is  going  to  sink  to  2.17'  of 
GNP  in  1992— the  lowest  level 
since  1982. 

When  the  expansion  arrives,  it 
might  not  look  anything  like  the 
1980s,  a  decade  of  consumption, 
debt,  and  huge  capital  flows  into 
unproductive  real  estate.  In  the  1990s, 
hefty  investment  in  productive  technol- 
ogies and  rising  global  competitiveness 
could  be  the  hallmarks  of  the  era.  "We 
will  become  savings-  and  export-orient- 
ed," says  Edward  Guay,  chief  economist 
at  Cigna  Corp.  "We  will  exchange  ste- 
reotypes with  Germany  and  Japan."  If 
so,  this  is  one  recovery  that  the  econom- 
ic clerisy  will  anoint  as  far  from  anemic. 

By  Christopher  Farrell  (md  Michael  J. 
Mandel  in  New  York,  with  Ted  Holden  in 
Osaka,  Michael  Schroeder  in  Pittsburgh, 
and  bureau  reports 
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ARE  LEANER. 


PITAl  GOODS  PRICES 
ARE  RISING  MORE  SLOWLY... 


...AND  PURCHASING  MANAI 
ARE  MORE  UPBEAT 
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A  PERCENT  INCREASE  IN  PRICE  OVER  PREVIOUS  YEAR 
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EXECUTIVE  SUITE  I 


THE  DE  LA  HAYES  BOUGHT  A  TOYOTA  BECAUSE,  THEY  SAY,  AMERICAN  CARS  DON'T  COMPARE 


THE  JAPANESE  BORROW 
DETROIT'S  FAVORITE  PLOY:  REBATES 


And  they're  riding  it  to  an  even  bigger  share  of  the  U.S.  car  market 


When  Dean  and  Brigitte  DeLa- 
Haye  went  shopping  for  a 
new  car  earlier  this  year,  they 
made  the  rounds  of  the  Oldsmobile, 
Chevrolet,  and  Mercury  dealerships  near 
their  Pembroke  (N.  H.)  home.  In  the  end, 
though,  the  thirtysomething  couple 
shelled  out  $11,000  "for  a  Toyota  Corolla 
wagon.  After  evaluating  the  ride  and 
styling  of  both  American  and  Japanese 
models,  Dean  says,  "there  was  absolute- 
ly no  comparison." 

The  DeLaHayes  are  part  of  a  new 
surge  of  Americans  choosing  Japanese 
cars  over  domestics  these  days.  "Japan 
is  poised  to  grab  another  huge  chunk  of 
this  market,"  Chrysler 
Chairman  Lee  A.  lacocca 
recently  told  congres- 
sional leaders  visiting  De- 
troit, ('hristopher  W.  Ce- 
dergren,  senior  auto 
analyst  for  J.  D.  Power  & 
Ass  iciaies  Inc.,  agrees. 
By  the  end  of  June,  he 
predicts,  Japanese  com- 
panies 1- rl  by  Honda, 
Toyota,  Mazda,  will 
have  crank' 'J  up  their 
market  share  L .  2.-5  per- 
centage points  in  IBBl's 
first  half.  Detroit's  skid 


DETROIT:  STILL 
LOSING  SALES 


DOMESTIC 
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provides  fresh  evidence  that  the  billions 
of  dollars  spent  to  improve  quality  and 
upgrade  styling  during  the  1980s  haven't 
even  slowed  the  hard-charging  Japanese. 

That  spells  deep  trouble  for  Detroit, 
which  is  suffering  through  the  worst 
sales  slump  in  a  decade.  The  Big  Three 
rang  up  a  record  $2.4  billion  loss  in  the 
first  quarter  and  are  expected  to  lose 
$1.1  billion  in  the  second.  The  shortfall 
leaves  domestic  carmakers  strapped  for 
cash  as  they  scramble  to  design  and  en- 
gineer desperately  needed  new  products. 
And  the  crunch  will  only  get  worse  as 
Japan's  market  share  grows:  lacocca 
figures  each  point  the  domestics  surren- 
der costs  Detroit  about 
$2  billion  a  year  in  reve- 
nues. The  biggest  worry 
for  lacocca  and  his  Motor 
City  counterparts  is  that 
if  Japan  can  make  gains 
in  a  recession,  will  those 
gains  accelerate  when  re- 
covery comes? 

What's  striking  about 
the  Japanese  carmakers' 
latest  advance  is  that 
they're  using  American- 
style  come-ons  to  clinch 
sales:  cut-rate  leases  and 
rebates  to  dealers  or  buy- 


m  ( 


ers.  Honda  Motor  Co.,  which  until  W( 
years  ago  had  shunned  rebate 
March  offered  dealers  up  to  $900 
on  its  best-selling  Accords.  Mazda 
Corp.  weighed  in  with  $1,500  dire 
customers  on  its  626  model. 

Rebates  bolstered  sales,  but  at  a  p 
Honda  said  higher  U.  S.  marketing  c 
were  one  reason  earnings  plunged 
to  $100  million,  last  quarter,  despite 
increase  in  sales,  to  $8.1  billion 
George  McCabe,  group  vice-pres 
for  Mazda  Motors  of  America,  sayi 
company's  selling  expenses  have  zo^ 
687f  from  where  they  were  two 
ago,  when  rebates  were  scarce. 

And  not  all  Japanese  carmakersw 
successfully  boosting  their  matt 
share.  Nissan  Motor  Co.,  the  No.  2  J 
nese  car  manufacturer,  has  seen 
sales  skid  15%  so  far  this  year.  Ir 
sponse,  the  company  recently  scjisir 
back  national  advertising  and  sh 
more  money  to  incentives. 
'DYING  OFF.'  Detroit  is  fighting  back, 
not  just  in  the  showrooms.  On  Maj 
the  Big  Three  formally  charged  J 
nese  auto  makers,  particularly  To 
and  Mazda,  with  dumping  minivanj 
the  U.  S.  at  wholesale  prices  as  mu 
30%  below  those  in  Japan.  Detroit  r: 
makes  a  formal  unfair-trade  compl| 
but  Japan  is  hitting  U.  S.  manufacti 
where  they  breathe.  Ford,  Chrysler,| 
General  Motors  make  about  $5,00i 
each  minivan  they  sell.  Mazda 
Toyota  deny  the  charge,  but  the  ( 
merce  Dept.  may  approve  an  inc 
that  within  months  could  lead  to  ta 
of  up  to  $3,000  on  imported  minivai 

Even  if  the  Big  Three  win  the  di 
ing  case,  they're  unlikely  to  win 
lost  market  share  anytime  soon 
one,  demographics  are  against  t 
Nearly  half  of  baby  boomers  like 
DeLaHayes  prefer  Japanese  mo( 
says  Cedergren.  Take  Honda  drivers 
instance.  A  full  69%  of  them  are  u 
age  45.  Only  52%  of  Chrysler's  cus 
ers  are  that  young.  In  other  words, 
traditional  buyer  base  of  the  dome 
is  dying  off,"  says  Cedergren. 

Those  are  scary  words  for  Detroit 
there's  a  lesson  in  them.  Japan  is 
ning  and  holding  on  to  younger  car 
ers  by  listening  to  them  and  selling  t 
what  they  want.  That  feat  isn't  he] 
the  capabilities  of  U.  S.  auto  makeri 
Chrysler's  popular  minivans  and  F( 
hot  Explorer  sport-utility  vehicle  pi 
And  if  they  learn  to  build  more  cars 
are  just  as  appealing  and  reliabh 
their  competitors',  then  perhaps  in 
or  six  years  when  the  DeLaHayes' 
ready  to  trade  in  their  Corolla,  th 
take  a  harder  look  at  what  Detroit 
to  offer. 

By  David  Woodruff  in  De 
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ODYEAR'S 
RACLE  MAN? 


abbermaid  CEO  Stanley  Gault 
)d.  He'll  have  to  be 


lUst  have  been  a  bittersweet  mo- 
nt  for  Tom  H.  Barrett,  chairman 
Goodyear  Tire  &  Rubber  Co.  In 
pril,  his  friend  Stanley  C.  Gault 
d  his  retirement  as  CEO  of  Rubber- 
nc,  just  a  short  ride  from  Good- 
1  Wooster,  Ohio.  As  a  Rubbermaid 
ir,  Barrett  witnessed  the  praise 
I  on  Gault:  videos,  plaques,  and 
,  a  standing  ovation  at  the  annual 
g.  It  was  just  about  then  that 
t,  60,  was  preparing  to  negotiate 
)arture  from  the  ailing  tire  giant, 

had  to  realize  that  he  would  nev- 

the  kind  of  plaudits  Gault  had. 
,t  Barrett  couldn't  have  known  for 
I,  though,  was  that  Gault,  who 
its  on  Goodyear's  board,  would 
ver  in  his  stead.  On  June  4,  Good- 
announced  that  the  65-year-old 
would  take  over 
I  for  a  three-year 

His  task:  pull 
ear  out  of  the 
)  into  which  it  has 
The  first  time  he 
ffered  the  job,  a 

ago,  he  turned  it 

It's  no  wonder, 
what  he  faces:  an 
llion  giant  strug- 
to  remake  itself 
ratch  out  a  profit. 
H     COOKIE.'  Is 

a  miracle  man 
;an  turn  around 
ing  tiremaker,  as 
3  asked  at  a  press 
'ence  following 
ppointment?  He 
epped  the  ques- 
ut  Wall  Street  re- 
at  the 


come  to  work  for  him. 
He  shot  for  and  usually 
got  15%  profit  gains 
each  year,  regardless  of 
the  economy. 

Gault  isn't  making 
any  such  promises  for 
Goodyear,  where  prof- 
its have  been  rare  lately 
(chart).  Laboring  under 
a  debt  load  of  $3.7  bil- 
lion, much  of  it  taken 
on  when  the  company 
beat  back  a  1986  take- 
over attempt,  Barrett  had  been  under 
pressure  to  turn  around  an  earnings 
slide  ever  since  he  became  CEO  in  De- 
cember, 1988.  But  things  have  only  got- 
ten worse.  The  company's  $1.7  billion  oil 
pipeline,  which  has  never  used  most  of 
its  capacity,  is  bleeding  cash  with  no  end 
in  sight.  And  a  squeeze  in  its  basic  tire 
business  also  has  chopped  earnings, 
forcing  Goodyear  to  cut  its  dividend  and 
look  to  sell  assets. 

Michelin  has  overtaken  Goodyear  as 
the  world's  No.  1  tiremaker.  Both  Miche- 
lin and  Japan's  Bridgestone  are  far 
stronger  forces  in  their  home  markets 
than  Goodyear  is  in  the  U.  S.  And  in  the 
r.  S.  market,  which  Goodyear  still  leads. 


GOODYEAR'S 
LEAN  TIMES 


news 

g  Goodyear  stock  up  more  than 
points,  to  30 Vs,  on  the  day  of  the 
ncement. 

lubbermaid,  Gault  compiled  an  as- 
ing  record  of  quarterly  earnings 
and  prodigious  growth.  During  his 
r  reign,  the  company  quadrupled 
to  $1.5  billion,  as  earnings  grew 
I,  to  $144  million.  Gault  zealously 
ided  new  products,  from  soap  dish- 
toolboxes.  His  greatest  strength 
lanning  and  execution  across  the 
"He's  a  real  tough  cookie  when  it 
to  costs,  and  a  fanatic  about  qual- 
says  one  ex-Rubbermaid  official, 
managers  even  took  pay  cuts  to 


CHALLENGING  TIME":  GAULT  IS  TAKING  OVER  AMID  A  DEVASTATING  AUTO  SLUMP 


dustry  consolidation 
and  changing  distribu- 
tion channels.  Gault's 
big  challenge,  says 
Roulston  &  Co.  analyst 
Saul  H.  Ludwig,  is  to 
exploit  the  company's 
powerful  brand  name 
"to  a  fuller  degree."  In 
fact,  though  Goodyear 
made  its  reputation 
through  clever  market- 
ing moves  such  as  the 
all-season  tire,  it  hasn't 
been  as  adept  lately  under  Barrett,  a 
production  man.  And  a  number  of  talent- 
ed marketers  have  left. 
LESS  FAT.  Gault  can  take  heart  at  some 
of  what  he  inherits.  Barrett  had  taken 
many  steps  to  cut  costs  and  conserve 
cash.  His  streamlining  has  chopped  thou- 
sands of  employees,  and  Goodyear  is 
slicing  capital  spending  so  it  can  gener- 
ate internally  the  cash  it  needs.  Gault, 
who  supported  Barrett's  moves,  expects 
the  company  to  book  a  profit  for  the 
second  quarter,  after  showing  red  ink  in 
1990  and  this  year's  first  quarter. 

Barrett  simply  didn't  do  enough  soon 
enough.  The  official  story  is  that  about  a 
month  ago,  Barrett  came  to  Gault,  who 
was  chairman  of  Good- 
year's  compensation 
committee,  and  asked  if 
he  could  draw  up  an 
acceptable  severance 
package.  After  recent 
achievements  such  as 
renewing  the  company's 
bank  credit  and  reorga- 
nizing senior  manage- 
ment, Barrett  felt  it 
was  time  to  leave.  Mi- 
chelson  says  the  board 
did  not  force  Barrett 
out.  But  he  was  clearly 
under  pressure,  and 
outsiders  believe  he  had 
to  be  encouraged  to 
go.  "Somebody  didn't 
give  him  a  vote  of 
confidence,"  says  one 
longtime  tire-industry 
insider. 


the  auto  slump  has  cut  tire  demand  and 
crunched  prices.  Detroit  "is  just  beating 
the  hell  out  of  us,  and  they're  winning," 
Barrett  said  in  May. 

Gault  makes  clear  that  he  won't  give 
up  trying  to  improve  Goodyear's  market 
position.  "I'm  not  really  known  for  los- 
ing market  share,"  he  says.  But  hewing 
to  that  while  boosting  earnings  will  be  a 
job.  "He  won't  be  able  to  convince  De- 
troit because  he's  Stanley  Gault,"  says 
one  industry  executive. 

Gertrude  G.  Michelson,  a  Goodyear  di- 
rector, says  the  board  chose  Gault  in 
part  because  his  "marketing  skills  are 
particularly  important"  in  a  time  of  in- 


Equally  extraordinary  is  that  Good- 
year went  outside  for  a  CEO.  That  has 
not  happened  since  the  1920s.  Michelson 
says  it  was  "serendipitous  Stan  had  just 
retired."  She  explains  that  a  seasoned 
manager  "at  a  very  challenging  time 
seemed  a  better  choice  than  someone 
who  would  learn  on  the  job."  Like  Bar- 
rett, Gault  will  concentrate  first  on  re- 
ducing debt  and  generating  the  cash  to 
do  so.  But  unlike  Barrett,  Gault  is  one  of 
the  nation's  leading  business  statesmen, 
with  a  deep  reservoir  of  credibility  with 
the  financial  community.  That  may  allow 
Gault  to  do  things  that  Barrett  couldn't. 

By  Zachanj  Schiller  in  Akron 


BUSINESS  WEEK/JUNE  17,  1991  35 


Commentary/by  Rose  Brady  and  Peter  Galuszka 


AID  TO  THE  SOVIETS  SHOULD  HAVE  PLENTY  OF  STRINGS  ATTACHE^  M 


After  months  that  took  the  Soviet 
Union  back  to  darker  times, 
Mikhail  Gorbachev  is  again 
warming  to  the  West.  This  time,  his 
hand  is  out  for  really  big  money:  $100 
billion  to  $250  billion  in  credits  and 
loans  as  a  swap  for  continued  political 
and  economic  reforms. 

So  far,  the  steps  toward  reform 
seem  promising.  Gorbachev  has  agreed 
with  the  leaders  of  nine  of  the  Soviet 
republics  to  form  a  new  national  union 
with  a  new  constitution  by  yearend. 
The  next  step  would  likely  be  direct 
national  elections.  Gorbachev's  govern- 
ment has  even  leaked  vague  plans  for 
yet  another  radical  economic-reform 
package  to  warm  the  hearts  of  capital- 
ists. Unregulated  prices,  the  sale  of 
state  assets,  and  a  fully  convertible  ru- 
ble— all  components  of  previous  reform 
proposals — are  on  the  table  again. 

Despite  these  moves.  Western  lead- 
ers would  do  well  to  hang  onto  their 
wallets  for  awhile.  For  one  thing,  it's 
crucial  that  potential  lenders  learn  just 
what  any  reform  plan  is  and  what  the 
chances  are  that  it  will  actually  be  im- 
plemented. In  the  past  two  years  alone, 
Gorbachev's  aides  have  worked  out  at 
least  seven  macroeconomic  programs, 
including  the  most  detailed  one  of  all — 
the  so-called  500-day  plan  announced 
last  fall.  Not  one  has  been  put  into 
practice. 

The  West  might  also  ponder  what 
Gorbachev  means  when  he  talks  about 
radical  reform.  The  sine  qua  non  for 
any  move  to  a  market  economy  is  per- 
mitting private  ownership.  But  for  Gor- 
bachev, who  grew  up  as  a  Communist 
apparatchik,  private  land  ownership  in 
particular  is  still  ideological  anathema. 
Until  he  jettisons  this  dinosaur  of 
Marxist  thinking,  Soviet  reform  efforts 
won't  get  very  far  because  property 
will  remain  largely  in  the  hands  of  gov- 
ernment monopolies. 
CLOSED  DOORS.  Western  investors 
should  hear  alarm  bells  whenever  Gor- 
bachev uses  one  of  his  newest  slogans, 
the  "mixed  economy."  It  apparently 
means  that  he  favors  letting  state  min- 
istries and  employees  own  a  sizable 
share  of  the  newly  privatized  economy. 
While  letting  workers  gain  ownership 
would  be  a  step  toward  creating  a  mar- 
ket economy,  private  investors  would 
likely  be  frozen  out.  And  they  would  be 
the  most  inclined  to  force  tough  deci- 


sions, such  as  cutting  labor  forces  to 
improve  efficiency,  that  employees  and 
bureaucrats  would  shun. 

Also  beware  of  what  Gorbachev  calls 
the  "socialist  choice"  in  economic  re- 
form. He  insists  on  a  strong  safety  net, 
including  wage  indexation,  to  cushion 
the  blows  of  privatization  and  inflation. 
While  it  is  wise  to  be  cautious  with 
privatization,  Gorbachev  isn't  yet  com- 
fortable with  the  notion  that  moving  to 


a  market  economy  requires  a  whole- 
sale abandonment  of  communism. 

Potential  Western  investors  are  al- 
ready falling  victim  to  this  Soviet  am- 
bivalence. For  example,  after  three 
years  of  tough  negotiations.  Chevron 
Corp.,  one  of  the  Soviets'  most  serious 
potential  foreign  investors,  was  ready 
to  begin  developing  a  massive  Kazakh 
oil  field.  But  a  blue-ribbon  Soviet  com- 
mission panned  the  deal,  saying  it 
grossly  favored  Chevron.  The  panel 
called  for  new  bidding  for  development 
rights.  That  could  delay  or  kill  the 
Chevron  project,  sending  a  profoundly 
negative  signal  to  other  would-be 
Western  investors.  Chevron  says  the 
project  is  still  on  track. 


A  question  worth  pondering:  Whf- 
Gorbachev  making  his  pitch  now?  i... 
new  overtures  to  the  West  are  conii. 
just  before  his  archrival,  Boris  N.  Yr 
sin,  is  expected  to  win  election  hanil 
as  president  of  the  Russian  Republiji: 
the  first-ever  direct  elections  on  Jii 
12.  That  will  give  Yeltsin  a  popiji 
mandate — which  Gorbachev  has  nej 
received.  Gorbachev  badly  needjj 
warm  reception  at  July's  Group  of  ^' 
en  summit  in  London  to  boost  ]: 
standing  in  the  West  and  at  home. 

Foreign  aid  could  also  shore  up  ( 't 
bachev's  badly  sagging  central  govu 
ment.  It  is  being  forced  to  hand  mi- 
power  to  the  republics,  but  dispen.sij: 
aid  would  give  it  a  new  role.  "Gor^- 
chev  wants  to  distribute  the  money, 
wants  to  say:  'I  will  feed  you.  I  ■  i 
give  to  you,'  "  says  Sergei  N.  Kras  • 
chenko,  a  radical  economist  and  E  it 
sian  Republic  parliamentarian. 
BLOODY  HANDS.  Even  more  vexing  tl 
the  Soviet  leadei'ship's  contradict^ 
signals  on  economic  freedom  is  b 
start-stop  approach  to  political  fife- 
dom.  Just  after  Gorbachev's  envlfs 
begged  for  U.  S.  help,  the  Kremlfs 
chief  law-enforcement  officer  exonett- 
ed  Soviet  security  forces  for  killingU 
Lithuanians   last   Jan.    13.  Thie 
slayings  by  army  troops  were  | 
nessed  by  the  Western  media,  incll 
ing  BUSINESS  WEEK.  S 

Given  all  of  these  problems,  ie 
West  should  grant  substantial  rw 
credits  only  under  strict  terms  and  jtt- 
pervision.  The  credits,  which  realistic 
ly  will  amount  to  perhaps  one-tenth^ 
the  high-end  request  of  $250  billfl, 
must  be  tied  to  specific  projects, 
haps  through  the  new  European  Bilk 
for  Reconstruction  &  Developm(|. 
They  should  be  channeled  to  spec^ 
republics,  not  handed  exclusively  to  lie 
central  government  for  distributlr. 
And  disbursement  of  the  credits  mSt 
be  tied  to  programs  to  privatize  stpe 
assets  or  encourage  entrepreneurslb. 
Also,  loans  should  be  used  to  backsfjp 
speedy  efforts  to  make  the  ruble  cja- 
vertible  and  end  state  subsidies. 

After  all,  it  is  the  West's  money,  igJ 
the  West  is  not  responsible  for  ke 
quagmire  that  is  today's  Soviet  eccb? 
my.  If  Gorbachev  and  other  SoM, 
leaders  can't  put  their  pride  on  a  sm 
for  aid,  the  West's  billions  could  simj^ 
vanish  into  a  black  hole. 
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Where  do 
you  want  to  be 

in  10  years? 


TELECOMMUNICATIONS  I 


THE  FCC  IS  ABOUT  TO 
CLEAR  THE  AIR— A  LITTLE 


It's  sifting  among  a  swarm  of  hopefuls  vying  for  valuable  radio  space 


Since  the  dawn  of  broadcasting,  ra- 
dio and  static  have  been  synony- 
mous. Satellite  CD  Radio  Inc. 
wants  to  change  that  by  launching  a 
satellite-borne  digital  audio  broadcasting 
system  that  would  offer  U.  S.  listeners 
dozens  of  crystal-clear  channels  of  high- 
fidelity  music  and  talk,  free  of  the  inter- 
ference that  plagues  traditional  radio. 

Washington  (D.  C.)-based  Satellite  CD 
Radio  has  just  one  problem.  It  wants  to 
use  a  part  of  the  spectrum  occupied  by 
such  heavy  hitters  as  Boeing  Co.  and 
McDonnell  Douglas  Corp.,  which  use  ra- 
dio signals  to  gather  information  from 
aircraft  on  test  flights.  They  are  vigor- 


toward  picking  the  winners  and  losers. 

That's  when  the  FCC  will  stake  out  the 
position  the  U.  S.  will  take  at  the  World 
Administrative  Radio  Conference  next 
February  in  Malaga,  Spain.  More  than 
100  countries  will  attend  the  WARC  to 
decide  which  technologies  get  slots  on 
the  international  radio  frequencies, 
which  spill  across  national  borders.  But 
disagreements  among  backers  of  vying 
communications  services  and  between 
developed  and  developing  countries  will 
make  compromise  difficult.  "It's  a  much 
more  complex  process  now,  with  more 
players  than  ever  before,"  says  Michael 
Fitch,  an  adviser  in  the  State  Dept.'s 


UP  THE  AIRWAVES 


Frequency  SHORTWAVE 
(in  megahertz)  3  to  30 


VHF  AND  UHF 

30-1,000 


MICROWAVE 

1 ,000  to  30,000 


FCC 

proposal 


Allocate  more 
channels  for 
international 
broadcasters 
like  Voice 
of  America 


Allocate  channels 
for  low-flying 
navigation  and 
communication 
satellites 


Allocate  channels  for  digital 
radio;  for  satellite  communi- 
cations by  boats,  trucks, 
and  planes;  and  for  low- 
flying  satellites  for  global 
voice  communications 


Opposition    Developing  Limited  opposition,      Utilities  and  other  users  fear 

nations,  which  use       as  long  as  new  interference;  Japan  and 

the  frequencies  users  don 't  cause 

for  internal  interference 
communications 

DATA:  8W 


Western  Europe  disagree 
with  U.S.  on  frequency  for 
digital  radio 


ously  defending  their  electronic  turf,  ar- 
guing that  changing  channels  might  cost 
the  aerospace  industry  and  government 
as  much  as  $1  billion  and  delay  develop- 
ment of  new  aircraft.  "That  could  cause 
an  additional  drag  on  [U.  S.]  competitive- 
ness," declares  William  K.  Keane,  a  law- 
yer for  the  aerospace  interests. 

Digital  audio  broadcasting  isn't  the 
only  new  technology  fighting  for  room. 
■jn  the  airwaves  (table).  Backers  of  low- 
i'iying  satellites,  high-flying  satellites, 
and  pocket  phones  also  are  vying  for 
.-^lots.  On  June  13,  the  Federal  Communi- 
■ations  Commission  will  take  a  big  step 


International  Communications  &  Infor- 
mation Policy  Div. 

Just  hammering  out  a  U.  S.  position 
has  taken  more  than  two  years  of  wran- 
gling. As  in  real  estate,  different  pieces 
of  the  spectrum  are  best  suited  to  differ- 
ent uses.  And  although  existing  airwave 
occupants  don't  always  use  their  chan- 
nels efficiently,  they  can  be  hard  to 
budge,  as  new  seekers  of  spectrum  are 
discovering. 

Some  of  the  losing  supplicants  already 
are  emerging.  Several  phone  companies, 
for  instance,  wanted  international  space 
set  aside  for  pocket-phone  systems 


known  as  personal  communications  k 
works  so  that  customers  could  use  . 
units  anywhere  in  the  world.  Comj  i 
makers  such  as  Apple  Computer,  ii: ... , 
and  NCR  wanted  the  same  space  fo 
dio-based  office-computer  netw 
which  could  replace  cumbersome  wi 

Neither  group  is  expected  to  get 
backing  for  a  slice  of  the  internat: 
spectrum  because  officials  think 
services  are  largely  domestic  and 
need   uniform   worldwide  freque 
They  may  get  U.  S.  channels,  but 
immediately.  That's  a  relief  for  the 
gy  industry,  which  uses  the  channel 
jobs  such  as  opening  and  shutting  v 
on  pipelines  by  remote  control.  Ten 
Inc.,  Chevron  Corp.,  and  others  say 
would  have  to  shell  out  hundreds  of 
lions  of  dollars  for  new  gear  if  foro 
move  to  higher  frequencies. 

In  some  instances,  the  FCC  is  like 
try  to  strike  a  compromise.  One  ty 
low-flying  communications  satellite 
instance,  may  get  approval  for 
transmission,  navigation,  paging, 
the  like — assuming  developers  can  fi 
way  to  share  space  with  other  airv 
users.  Digital  audio  broadcasting 
get  space,  too,  but  may  be  pushed  i 
higher  frequencies  that  would  rec 
more  expensive  satellites. 
FOREIGN  INTERFERENCE.  After  the 
settles  in  the  U.  S.,  the  government  i 
get  approval  from  the  Malaga  co: 
ence.  The  conference  accord  then  i 
be  ratified  by  the  International  Telei 


munication  Union,  an  arm  of  the  I 
The  U.  S.  is  likely  to  encounter 
opposition,  and  not  just  over  its  pusi 
new  technologies.  The  FCC  also  w 
more  channels  set  aside  for  internati 
short-wave  broadcasters  like  the  M 
of  America  and  the  British  Broadcas 
Corp.,  which  now  share  channels.  Tl 
controversial  because  many  develo 
countries  now  use  those  slots  for  ii 
nal  phone  service 

Making  matters  worse,  Washinj 
has  a  reputation  as  a  WARC  hog.  In  1 
the  U.  S.  pushed  hard  for  airwave  s; 
for  direct-broadcast  satellites  (DBS 
competitor  to  cable  television.  But  D] 
still  not  operating  in  the  U.  S.,  ha' 
been  plagued  by  technical  and  final 
snafus.  Says  Konnie  Schaefer,  a  W 
ington  consultant  who  has  participw 
in  past  parleys:  "My  guess  is  that  w» 
[the  U.  S.]  asks  for  things  this  tje 
there  will  be  a  lot  more  skepticism.'' 

U.S.  policymakers  have  quite  a  bio; 
juggling  to  do  between  now  and  lixi '* 
February,  but  they're  hoping  the  ef»r  af 
will  pay  off  by  smoothing  the  way  f':  a  .j, 
new  era  in  wireless  communicatioir-  . 
one  in  which  wonders  such  as  static-ee 
radio  will  be  taken  for  granted.  '■ 

By  Mark  Lewyn  in  Washin&n  i 
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You 

can  get  there 

from  here. 


When  the  sun  comes  up,  exactly 
53  mornings  from  this  one,  where 
you  be? 

Working  full-time?  Part-time?  Work- 
for  yourself?  Not  working  at  all? 
Will  you  be  driving  to  a  meeting? 
zing  a  golf  ball?  Maybe  driving  in 
Paris-Dakar  Rally? 
Tlie  question  is, 
you  be  doing  what 
I  have  to  do  or  what 
I  want  to  do? 
Shearson  Lehman 
ithers  would  like 
nvite  you  to  become 
vant  to." 


THE  LEADERS 


/nslilundiuil  liwcslm 
1990  All-Ameiica 
Research  Team  poll 


Think  of  your  Shearson  Lehman 
Financial  Consultant  more  as  an 
advisor  than  a  stockbroker.  From  the 
beginning,  you'll  find  that  he  or  she 
spends  a  great  deal  of  time  listening. 
The  goal  is  simple — to  understand 
what  your  financial  objectives  are,  and 
to  learn  how  aggressively  you  want  to 
pursue  them. 

We've  given  our  Financial 

Consultants  tools 
to  help  make  this 
easier.  Take,  for 
example,  our  pro- 
prietary Strategic  Asset 
Allocator'" software.  It 


Consultant  can  help  you  with 
hundreds  of  different  alternatives — 
bonds,  mutual  funds,  CDs  and  other 
investments. 


1.  Shearson  Lehman  Brothers 

2.  Goldman  Sachs 

3.  Merrill  Lynch 

4.  First  Boston 

5.  Donaldson.  Lufkin  & 

6.  PaineWebber 

7.  Prudential  Bache  Se 
Morgan  Stanley 

9.  Smith  Barney. 

10.  Kidder  Peabody 

11.  Salomon 


ear  get  there  from  here. ' 

What  it  takes,  very 
ply,  is  an  invest- 
nt  strategy.  One 
t  carefully  bal- 
:es  your  desire  for 
)wth  with  your 
)etite  for  risk. 
Admittedly,  this  is  not  a  new 
a.  But  it's  the  only  one  we've  ever 
n  that  works. 

And  it  works  best  when  you  have 
ifessional  help  and  guidance. 
That's  where  a  Shearson  Lehman 
others  Financial  Consultant 
Ties  in. 


suggests  the  one  invest- 
ment strategy  best  suited  to 
your  objectives  and  your 
investment  personality. 


The  consultants  behind  the  Consultants. 

For  recommendations,  your 
Financial  Consultant  can  call  on 
one  of  the  industry's  strongest 
stock  research  departments.  In  the 
latest  Institutional  Investor  All- 
America  Research  Team  poll — 
among  the  industry's  most  presti- 
gious rankings — Shearson  Lehman 
Brothers  placed  first  overall  in 
number  of  analysts  selected. 

Equities,  though,  are  just  one  part 
of  a  balanced  portfolio.  Your 
Shearson  Lehman  Brothers  Financial 


Our  personal  perspective. 

Perhaps  most  important  of  all, 
your  Financial  Consultant  will 
monitor  your  portfolio,  and  will  help 
you  revise  your  strategy  when  the 
need  arises. 

This  kind  of  personal  attention, 
more  than  anything  else,  will  deter- 
mine how  your  investments  perform. 

Where  do  you  want  to  be  just  ten 
short  years 
from  now? 
Wherever  it  is, 
give  us  a  call. 

We  can 
help  you  get 
there  from  here. 


SHEARSON 
LEHMAN 
BROTHERS 


ou'd  like  to  talk  to  a  Shearson  Lehman  Brothers  Financial  Consultant,  call  1-800-233-7869. 


iEjtBBESS 
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SPORTS  BUSINESS! 


BOTTOM  OF  THE  NINTH. 
DENVER  LEADING 


It's  a  favorite  for  an  expansion  club,  with  Miami  close  behind 


In  Denver,  the  blueprints  for  43,000- 
seat  Coors  Field  are  ready.  They  call 
for  real  grass,  a  view  of  the  Rockies, 
and  a  location  near  the  heart  of  the  fi- 
nancial district — all  for  $139  million. 
Tanipa-St.  Petersburg  has  already  lined 
up  more  than  25,000  prospective  season- 
ticket  holders  for  the  Florida  Suncoast 
Dome.  In  Orlando,  organizers  of  the 
SunRays,  the  would-be  National  League 
team,  have  hired  a  manager,  former  ma- 
jor-leaguer Bob  Boone. 

For  the  past  six  months,  these  cities — 
along  with  Washington,  Buffalo,  and  Mi- 
ami— have  gone  all-out  to  secure  one  of 
the  two  expansion  teams  that  Major 
League  Baseball  will  grant  by  Septem- 
ber. Bidding  is  intense  because  baseball 
hasn't  expanded  since  1977  and  won't 
again  in  this  century. 
BIG  BUCKS.  Now,  it's  up  to  the  National 
League's  four-man  expansion  commit- 
tee. Its  findings,  to  be  discussed  with 
the  owners  of  baseball's  existing  26 
teams  on  June  12,  are  sure  to  be  contro- 
versial. Although  the  committee  has  ex- 
tolled such  virtues  as  baseball-only  stadi- 
ums, its  real  objective  is  to  find  the  two 
markets  that  would  contribute  the  most 
to  league  coffers. 

No  wonder.  Player  salaries,  a  team's 
biggest  expense,  have  jumped  W/i  over 
the  past  vear  alone,  to  an  average  of 
almost  $900,000  per  player.  "The  way 
the  economics  are  going  is  crazy,"  warns 
i'hiladelphia  Phillies  President  William 
Giles,  a  member  of  the  expansion  com- 
mi'vtee.  Not  so  fast,  argues  Donald  Fehr, 
executive  director  of  the  Major  League 


Players  Assn.:  "Revenues  this  year  will 
be  many,  many  times  the  level  of  1976," 
when  salaries  started  rising.  And  base- 
ball has  no  shortage  of  investors  eager 
to  pay  big  bucks  for  teams. 

Still,  the  economics  increasingly  favor 
the  larger  markets 
and  wealthier  own- 
ers. That  is  why 
Washington,  Orlando, 
and  Buffalo  are  all 
but  out  of  the  run- 
ning, though  the  de- 
lay in  the  expansion 
decision  until  Septem- 
ber gives  them  some 
hope  (table).  Wash- 
ington hasn't  assem- 
bled an  ownership 
group  rich  enough  to 
guarantee  the  $95 
million  up-front  ex- 
pansion fee,  plus 
fund  at  least  $25  mil- 
lion in  startup  costs. 
Money  isn't  Orlando's 
problem.  But  the  city 
is  overshadowed  by 
the  two  other  Florida 
markets  in  conten- 
tion, both  of  which  of- 
fer more  T\'  viewers. 
Buffalo  is  just  too 
close  to  three  exist- 
ing franchises:  Toron- 
to, Cleveland,  and 
Pittsburgh. 

Denver  doesn't 
have  to  worrv  about 
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MOST  UKEIY  TO  SUCCIED 


Baseball  in  the  Rocky 
Mountain  time  zone?  It's  time 


Possible  gateway  to  two  huge 
markets:  Florida  and  Latin  America 


TAWPA-ST.PtTt 


The  stadium  is  ready,  but 
Miami  will  be  tough  to  beat 


ORUNDO 


The  top  U.S.  tourist  destination, 
but  a  smallish  TV  market 


BUFFALO 


Great  fan  support,  but  too, 
close  to  three  major-league  cities 


mSHlNGTON,  D.C^ 


Ownership  is  long  on 
promises,  short  on  cash 


overlapping  markets,  so  it's  a  h 
down  favorite  to  win  one  of  the  e: 
sion  slots.  Moreover,  Denver  has  as: 
bled  a  blue-chip  ownership  g 
anchored  by  Coors  Brewing  Co., 
committed  more  than  $30  million, 
ver's  financial  prospects  are  bolst 
by  what  John  Antonucci,  the  lead  gi 
al  partner,  calls  "one  of  the  best  sta 
leases  in  professional  sports"  at  Cj 
Field,  which  would  open  in  1995. 

Florida,  the  fourth-largest  state  i 
country,  is  practically  a  shoo-in  to 
least  one  team.  The  question  is  whe| 
it  will  get  both.  That's  not  likely, 
reason:  American  League  owners 
hoping  to  save  part  of  the  state  fi 
future  AL  expansion. 
CARRYING  THE  BALL?  The  real  susp 
centers  on  the  battle  between  Miami 
Tampa-St.  Pete.  Miami  is  a  larger 
ket  and  the  logical  gateway  to  the 
market.  And  Miami's  proposed  ow 
Blockbuster  Entertainment  Corp.  CE 
Wayne  Huizenga.  owns  50'-^  of  Joe  '. 
bie  Stadium,  where  the  team  would  j 
That  sets  up  St.  Petersburg  as 
biggest  potential  loser.  The  city  ha 
ready  built  the  $138  million  Florida 
coast  Dome  in  hopes  of  luring  a 
league  team.  Earle  Halstead,  a  St. 
resident  and  retired  editor  of  the  E 
ball  Blue  Book,  a  guide  to  the  g; 
says  he'd  "recommend  Chapter  11" 
the  Dome  if  St.  Pete's  bid  fails.  Bu 
Pete  Mayor  Davie 
scher  vows:  "The 
is  carrying  the 
den  [of  the  D( 
now  and  will  can 
in  the  future," 
or  without  a  tean 
In  any  event 
winning  bid  isn 
ticket  to  instant 
es.  Besides  the 
try  fee,  major-le; 
rules  require  the 
owners  to  forgo 
$14  million  in  nati 
TV  money  for 
1993   season,  t 
first.  And  they'll  iv 
to  figure  out  ho\  t 
field  a  competivt 
squad  without  c! 
spending  on  sala 
If  they  can't,  w. 
Denver's  Anton 
"we  could  end 
with  a  league  of 
or  six  [viable]  teai 
And  you  can  bet! 
newest  clubs 
be  among  them. 

By  Williai 
Symonds  in  Bu£k 
with  bureau  repor 


,bur*^ 

I  beat 
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"an  you  spot 
the  Hyundai 
1  this  picture? 


,  Introducing 
he  Special  Editions 


If  you  think  that  was  a  loaded  question, 
lu're  right.  All  three  of  these  cars  are  loaded, 
ley're  the  new  Special  Editions  fronn  Hyundai. 


See  one  you  like?  Let's  start  at  the  top. 
That's  the  new  Excel  SE.  The  one  to  the  right, 
the  spacious  new  Sonata  SE  V6.  And  the  one 
showing  off  its  spoiler,  the  new  Scoupe  SE. 

Now,  if  white  isn't  right,  don't  worry  All 
of  these  cars  come  in  a  variety  of  colors.  Each 
with  its  own  unique  look,  a  special  package  of 
features,  and  its  own  very  special  price. 

In  fact,  for  a  limited  time,  you  can  slip  into 
a  new  Excel  SE  for  just  $6,995.  Cruise  out  in  a 
Sonata  SE  for  as  low  as  $11,995.  Or  fly  off  in  the 
new  Scoupe  SE  for  a  mere  $8,995.*  Knowing 
this,  isn't  it  easy  to  picture  yourself  in  a  new  SE? 

HYunoni 


Hyundai.Yes,  Hyundai 

For  more  information  or  dealer  location  call  800-826-CARS.  Do  buckle  up  Don't  drink  and  drive.  (&  1991  Hyundai. 
*MSRP  for  SE  models.  Price  of  Sonata  SE  V6  shown  is  $14,995,  Excludes  freight,  taxes,  title  and  additional  options  Dealer  price  may  vary 


Imagine  Owning  A  Plain  Paper 
Color  Copier  For  Only  $738  Per  Day 


RICOHNClOO 
Full  Color  Copier 


RicohHasMadeltARealib 

Imagine  being  able  to  make  plain  paper  color  copies  fo 
less  than  10  cents**  per  copy  without  leaving  your  office 

Think  of  all  the  travel  time,  labor  costs 
and  outside  vendor  costs  you  could  save. 

Imagine  how  much  more  effective 
your  company  reports  and  presentations 
would  be  with  such  economical 
color  charts  and  graphs. 

You'd  have  the  convenience  of  an  in-house 
color  copier  equipped  with  an  automatic  reverse 
document  feeder.  With  sorting  and  editing 
functions.  And  with  the  capability  to  make  24 
black  and  white  copies  per  minute. 

Now  imagine  putting  this  inexpensive  NClOO 
color  copier  in  your  office  for  only  $7.38  per  day 

Call  1-800-63-RICOH,  ext.  1269  and  make  it  a  reality 

And  if  you  call  now  we'll  send  you  a  free  award  winning 

video  that  highlights  a  multitude  of  ingenious  uses  for  the 

NClOO  color  copier  in  your  business. 
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'  G.si  pti  day  o 
'  Cos;  per  copy 


stimate  based  on  s 
estimate  based  on  toner, 


retail  price  tor  mainframe  over  a  5  year  period 
developer  and  drum  for  a  color  copy  using  30%  linage  area. 


Where  Imagination  Becomes  Reality 

1-800-63-RICOH 


ext.  1269 
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BY  HARRIS  COLLINGWOOD 


lESSLAND 

S  ITSELF  A  DEAL 


iks  to  JWP,  Business- 
eems  to  have  skirted 
iptcy  court.  Business- 
he  formerly  high-flying 
ter  retailer,  is  likely  to 
JWP's  bid  of  some  $50 
in  cash  and  paper, 
ith  revenues  of  $2.9  bil- 
year,  is  a  construction- 
ering  and  information- 
ns  company  in  Pur- 
N.  Y.  If  completed,  the 
ould  give  it  a  national 
ce  in  computer-systems 
■s  and  an  entry  to  inter- 
il  markets.  JWP's  infor- 
-systems   business  al- 

brings  in  about  $800 

in  yearly  sales, 
nessland,  with  $1.3  bil- 

annual  revenues,  had 

victim  over  the  past 
ears  to  strategic  mis- 
md  poor  microcomputer 
It  seems  unlikely  that 
;ssland's  founder  and 
executive,  David  Nor- 
will  stay  at  the  com- 
:ompany. 


IGHTER  FUTURE 
>RACLE 


le  Systems,  which  has 
truggling  recently  with 
from  weak  financial 
Is  and  a  slowing  mar- 
is lined  up  $200  million 
:h-needed  long-term  fi- 
g  from  a  new  Japanese 
;r.  Nippon  Steel  has 
1  to  buy  preferred  stock 
ebentures  that  can  be 
ted  to  a  maximum  of 
if  Oracle's  shares.  Nip- 
ill  also  buy  a  49%  stake 
icle's  Japanese  subsid- 
)racle  began  a  big  push 
he  fast-growing  Japa- 
oftware  market  a  year 


>TA  MAKES  MUSIC 
I TRICORD 


in  is  also  coming  to  the 
a  promising  new  U.  S. 
ter  hardware  company, 
ardware:  superservers, 


personal  computers  that  pack 
mainframe-level  power  to 
manage  networks  of  PCs.  Tri- 
cord  Systems,  a  privately  held 
Minneapolis  superserver  mak- 
er that's  expected  to  post  1991 
revenues  of  about  $20  million, 
is  set  to  announce  on  June  10 
that  Japanese  conglomerate 
Kubota  has  invested  $7  mil- 
lion in  the  company. 

The  deal  gives  Kubota  a 
5.29^  stake  in  Tricord  and  the 
right  to  manufacture  its  ma- 
chines for  Japanese  buyers. 
Kubota  has  been  investing  in 
other  U.  S.  computer  makers, 
including  workstation  makers 
MIPS  Computer  Systems  and 
Stardent  Computer. 


AT  AT&T,  NCR 
HAS  ECLIPSED  SUN 


►  AT&T  announced  on  June  3 
that  it  is  selling  its  197<  stake 
in  Sun  Microsystems,  the  hot- 
shot maker  of  computer  work- 
stations. Sun  will  buy  back  5 
million  of  the  19.1  million 
shares  AT&T  holds,  and  Salo- 
mon Brothers  will  acquire 
most  of  the.  rest  for  resale  to 
institutional  investors.  Total 
proceeds:  about  $700  million, 
giving  AT&T  a  pretax  gain  of 
about  $137  million  on  its 
three-year  investment. 

AT&T's  stake  in  Sun  became 
awkward  after  AT&T  agreed 
on  May  6  to  buy  NCR — a  Sun 
rival— for  $7.4  billion.  But 
AT&T  still  hasn't  lost  its  appe- 
tite for  acquisition.  While  it's 
likely  to  move  cautiously, 


WELL/THEY  COULD  HAVE  CALLED  IT  MADONNA 


In  Southern  California,  you  can 
change  anything.  Don't  like  your 
thighs?  Try  liposuction.  Don't 
like  your  name?  Get  a  new  one. 
That's  what  they're  doing  in  the 
Los  Angeles  community  of  Se- 
pulveda.  Worried  by  rising  crime 
and  falling  real  estate  values, 
residents  on  the  west  side  of 
town  now  call  their  neighbor- 
hood North  Hills.  Sounds  nice. 

And  who  cares  if  there  are  no 
hills  for  miles  in  any  direction?  Sweeping  your  problems  under 
a  shiny  new  name  is  a  time-honored  tradition  in  the  San  Fer- 
nando Valley.  Clunky  old  Roscoe  is  now  Sun  Valley.  And  why 
live  in  Pocoima  when  you  can  live  in  Lake  View  Terrace? 

Folks  on  the  east  side  of  Sepulveda,  though,  are  stuck  with 
the  old  name,  and  they're  riled.  West  siders  "just  want  to  walk 
away,"  says  Val  Rowsey,  a  longtime  Sepulveda  resident.  She's 
determined  not  to  let  them  escape:  She's  launching  a  drive  to 
change  all  of  Sepulveda  to  North  Hills. 


AT&T  is  eyeing  other  potential 
targets,  mainly  in  Europe  and 
Asia.  International  sales  will 
be  crucial  if  AT&T  is  to  reach 
Chairman  Robert  Allen's  stat- 
ed goal  of  107c'  annual  earn- 
ings growth  and  20%  return 
on  equity. 


MANPOWER 
GETS  A  DIVORCE 


►  If  this  were  a  wrestling 
match,  you'd  give  Manpower 
two  points  for  scoring  a  re- 
verse. On  June  4,  the  Milwau- 
kee personnel  agency  said  it 
had  sold  Blue  Arrow  Person- 
nel Services  to  a  management 
group  for  $58.1  million.  In 


1987,  Blue  Arrow  bought 
much-larger  Manpower  for 
$1.3  billion.  In  late  1988,  the 
Blue  Arrow  board  ousted 
Mitchell  Fromstein  as  Man- 
power's CEO  and  installed 
Blue  Arrow  CEO  Antony  Ber- 
ry as  head  of  both  companies. 
Less  than  six  weeks  later,  a 
franchisee  revolt  forced  the 
board  to  dump  Berry  and 
bring  Fromstein  back  in. 
Since  then,  Fromstein  has 
changed  the  parent  compa- 
ny's name  back  to  Manpower 
and  sold  off  many  of  Blue  Ar- 
row's assets  and  operations. 


TIME  WARNER  TAKES 
A  SPILL  ON  THE  STREET 


►  Time  Warner's  stock 
plunged  61/4,  to  110%,  follow- 
ing a  published  report  that 
the  company  was  pondering 
the  sale  of  equity  to  pay  down 
part  of  its  $11  billion  in  debt. 
Traders  worried  that  billions 
of  dollars  in  new  stock  would 
dilute  current  shares. 

Wall  Street  was  also  con- 
cerned that  efforts  to  strike 
big  deals  with  foreign  part- 
ners were  leading  nowhere. 
However,  Time  Warner,  with 
.$2.3  billion  in  annual  cash 
flow  and  billions  in  assets, 
can  probably  afford  to  be  pa- 
tient in  working  out  the  de- 
tails of  its  foreign  alliances. 
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Our  Sppmprinter  earned 
the  Okidata  (A  by  offering  you 
something  the  LaserJet  III  doesn't. 


The  OL800: 8ppm  page  printer  81499         The  OL820:W/built-in  font  scaling  S1999 


TheOL840:W/Fbs,tScriptS2999 


The  OL800:W/200  sheet  2nd  paper  tray        The  OL820: W/200  sheet  2nd  paper  tray 


The  OL840:  W/200  sheet  2nd  paper  tray 


The  OL800:  W/multi-user  port  (3  add'I  users)*     The  OL820: W/multi-user  port  (3  add'!  users)*        The  OL840:  Applelalk  Network  Ready 


Freedom  of  choice. 


Vour  best  choice  in  an  8  ppm  page  printer  is  the  one  that  es 
vou  the  must  to  choose  from:  the  Okidata  OL800  Series, 

With  Okidata.vou're  free  to  choose  the  features  you  need,  free 
to  save  monev  by  ehminating  features  vou  ilan)  need,  and  even 
free  to  change  your  mind  later. 

_     The  OL800:  No  Frills,  ButAIIThc  Options. 

For  onlv  %m"  list,  the  Okidata  OLROn  gi\es  vou  a  full-fea- 
tured X  ppm  printer:  26fonts,4t\pefaccs,HI'Scries'  II  compati- 
bilitv.  both  serial  and  parallel  interfaces,  and  the  industrv  s  onlv 
vyear  warrant\'-on  Okidata's  unique  LED  printhead. 

As  your  needs  grow,  vou  can  easily  add  options  that  are  no 
option  with  the  LaserJet'  lll-a  second  paper  trav  for  more  Hex- 
ible  paper  handling, or  a  network  port  that  automaticalls  accepts 
output  from  three  additional  P(ls  in  a  workgroup.  You  can  even 
upgrade  vour  OL800  to  match  either  of  our  high-performance 
printers  described  below. 

The  OL8Z0;  FasterThan  A  LaserJet  III. 


Iksidcs  having  more  resident  scalable  fonts  than  the  Laser- 


Jet III  (l)  versus  8|,  the  OL820  also  has  more  brains.Thanks  to  a 
unique  hardware  chip  designed  by  Okidata  engineers,  it 
instantiv  solves  complex  font  scaling,  rvpe  rotation  and  gray- 
scaling  problems  on  the  flv"-problems  the  LaserJet  has  to  go 
back  to  its  software  to  work  out. 

So  the  Okidata  OL820  can  deliver  up  to  three  pages 
of  sophisticated  text  while  the  LaserJet  111  is  still  thinking 
about  printing  its  first  page.  In  fact,  when  InfoWorld  magazine 
rev  iewed  the  Okidata  OL820  they  called  it  "the  fastest  office 
printer  we've  tested." 

Second  paper  tray  and  4-station  workgroup  options  are  avail- 
able for  your  Okidata  OL820  as  well. 

The  OL840:  PostScript 
From  PC  To  Mac  .And  Back. 


If  ,\dobe  Post,Script' printing  is  on  your  menu,  the  Okidata 
OL84fl  offers  it  for  CTO  less  than  a  comparably  equipped 
HR  Yet  that  low  list  price  includes  ,IS  genuine  Adobe  Post- 
Script fonts,  plus  26  bitmapped  fonts  (4  typefaces);  2  mega- 
bvtcs  of  installed  RA.M;  plus  serial,  parallel,  and  .ApplcTalk 


Network'  interfaces.  You  can  connect  the  OL84fl  to  both  PC 
and  Macintosh*  workstations  at  the  same  time,  and  switch 
between  svstems  instantly 

And  the  OL84()  still  leaves  vou  w  ith  plentv  of  options-you 
can  add  a  second  paper  tray,  2  .MEG  of  extra  memory,  and 
choose  from  a  wide  selection  of  additional  PostScript  ty  pe  fonts 
on  eas\-to-install  ROM  cards. 

Finallv,  every  Okidata  OLHflfl  .Series  printer  has  earned  the 
Okidata  OK!-your  personal 
promise  from  us  that  it  will  deliver 
not  just  good  value,  but  excep- 
tional value. ..w  ill  provide  not  just 
adequate  performance,  but  out- 
standing performance. 

If  you're  looking  for  an  8  ppm 
page  printer,  vour  best  choice  is 
the  one  that  gives  vou  freedom 
of  choice-the  Okidata  OL800 
Series.  For  additional  information 
calll(8()0)OKI-n,VL\. 


OKIDATA  OK! 


We  don't  just  design  it  to  work.We  design  it  to  work  wonders: 


"MjnLlidurc'  -.s.jgpcsitJ  ifUil  pr«t:  iJrjIci  ,-in(  njs  ijfv  HCViK-i  l.iw.rjei  histViiin  ^|l|4^■^Jlk  Ncnn,(k  Mjiiniush  jit  [ijdcnurks  nt  thru  ics[-cic 

OkillK'  n  J  ludtmitlLolOki  tlcciiK  induvrs  l.TlJ  W  dnnt  jusi  dciieri  ii  dorgn  n  wi  mitk  bonders  is  jtudcmjik 


ixiijiiiins  nkidau  is  j  itgisicrctt  ludtrnirk.ilOki  \nictii  d  im  Mjrquc dcpoicc  dc  Okj  Amc'«  Ific 
,1  \nicrK-jl(H  lnf..W„iWIO,'l"IO 


EDITED  BY  STEPHEN  H  WILDSTROM 


IE  DEMOCRATS'  BELLY  FLOP  ON 

IfIL  RIGHTS  WILL  STING  FOR  A  WHILE 


enator  Orrin  G.  Hatch  was  thinking  compromise.  With 
Democrats  bragging  that  they  were  nearing  veto-proof 
support  for  a  civil  rights  bill  in  the  House,  the  ranking 
)lican  on  the  Labor  &  Human  Resources  Committee  was 
g  for  a  way  to  blunt  the  measure's  momentum  in  the 
e. 

a  Democratic  belly  flop  on  June  5  spared  Hatch  and  the 
le  trouble.  After  months  of  negotiating,  wheedling,  and 
ming,  the  House  Democratic  leadership  won  just  273 
for  its  version  of  a  civil  rights  bill  that  would  overturn 
cent  Supreme  Court  rulings  and  make  it  easier  for  vic- 
if  job  discrimii.ation  to  collect  damages.  The  tally  was  the 
given  a  stronger  measure  last  year  and  fell  well  short  of 
)0  votes  needed  to  override  a  veto. 
:  vote  leaves  the  civil  rights  bill  in  deep  trouble,  the 
cratic  leadership  embarrassed,  and  President  Bush  firm- 
control  of  the  legislative  agenda.  The  Democrats  magni- 
iie  importance  of  the  issue  by  turning  it  into  a  hjgh-noon 
iown  over  conflicting  visions  of  racial  justice.  Speaker 
as  S.  Foley  (D-Wash.)  boasted  that  support  for  the  Dem- 
c  measure  would  surpass  last  year's  total  by  a  dozen 
But  the  Administration's  success  in  warning  that  the 
are  would  force  employers  to  impose  quotas  cost  the 
■ship  the  support  of  key  Southern  Democrats. 
iHOiCES.  The  disappointment  on  civil  rights  will  have  far- 
ing effects.  It  is  likely  to  weaken  the  Democrats  in 
ning  confrontations  with  Bush  on  bills  requiring  employ- 
provide  unpaid  leave  to  new  parents  and  limiting  compa- 
freedom  to  hire  replacements  for  striking  workers.  It  will 
:ake  steam  out  of  a  Democratic  drive  to  restrict  trade 
;ges  for  China. 

for  civil  rights,  the  Democrats  have  few  palatable 
!s.  Senate  GOP  moderates,  led  by  John  C.  Danforth  of 
luri,  have  been  trying  to  craft  a  compromise  that  would 
penalties  against  companies  guilty  of  discrimination.  The 
nistration  had  shown  interest — until  the  House  vote  fell 
of  expectations.  Now,  White  House  officials  are  insisting 
a  version  of  the  civil  rights  measure  drafted  by  the 


Administration  be  used  as  the  starting  point  in  the  Senate. 

In  any  event,  Senate  Democratic  leaders  are  in  no  mood  to 
follow  their  House  brethren  off  the  civil  rights  cliff.  Several 
Southern  Democrats,  who  expect  tough  reelection  fights  next 
year,  are  reluctant  to  vote  on  any  civil  rights  bill.  The  upshot: 
Any  bill  that  survives  will  be  all  but  indistinguishable  from 
Bush's  version.  And  it  may  be  a  while  before  Democratic 
leaders  confidently  predict  that  they  will  force  George  Bush  to 
swallow  their  domestic  agenda. 

By  Paula  Dwi/er.  with  Tim  Smart 


BUSH  AND  BUSINESS 

GET  A  NEW  MAN  IN  MOSCOW 


ush's  choice  of  fellow  Texan  Robert  S.  Strauss  to  be  the 
new  ambassador  to  Moscow  was  a  stunner.  Not  only  is 
the  Washington  superlawyer  a  prominent  Democrat  but 
the  appointment  puts  an  amateur  into  what  has  long  been 
regarded  as  among  the  most  sensitive  of  diplomatic  posts. 

But  the  dispatch  of  Strauss  to  Moscow  makes  a  lot  of 
sense — and  could  be  a  boon  to  U.  S.  business  looking  to  enter 
the  Soviet  market.  The  Administration  has  clearly  decided  that 
economic  and  trade  issues,  not  the  traditional  superpower 
agenda  of  arms-control  negotiations,  will  dominate  relations 
between  Washington  and  Moscow  over  the  next  couple  of 
years.  Strauss  has  close  ties  to  some  of  the  companies  most 
interested  in  Soviet  investment.  The  former  U.  S.  trade  repre- 
sentative is  on  the  board  of  agribusiness  giant  Archer-Daniels- 
Midland  Co.  and  formerly  served  as  a  director  of  PepsiCo  Inc. 

The  GOP  right  is  less  than  thrilled  with  the  choice  of  a 
prominent  Democrat  as  America's  man  in  Moscow.  But  Capitol 
Hill  Democrats  are  pleased,  even  though  the  appointment  of 
Strauss  could  give  Bush  valuable  insulation  against  Democrat- 
ic criticism  of  the  Administration's  policy  of  extending  only 
grudging  economic  aid  to  the  Soviet  Union. 

By  Amy  Bonus 
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IPAIGNS 


ttorney  General  Dick  Thornburgh 
^expected  a  stately  march  to  the 
ite,  but  he's  off  to  a  surprisingly 
ipy  start.  And  while  he  remains  a 
ng  favorite  to  beat  appointed  Dem- 
,t  Harris  Wofford  for  the  Pennsyl- 
a  seat  left  vacant  by  the  April 
;h  of  H.  John  Heinz' III,  Thorn- 
;^h  is  no  shoo-in. 

[le  big  problem  is  his  decision  to 
on  in  the  top  Justice  Dept.  job 
1  the  end  of  July.  Thornburgh 
ined  strategists  at  the  National  Re- 
lican  Senatorial  Committee  on  June 
^  saying  he  won't  seek  campaign 
;ributions,  put  together  a  staff,  or 


actively  run  for  office  as  long  as  he 
remains  in  the  Cabinet.  No  one  pays 
much  attention  to  politics  in  August,  so 
the  delay  means  the  Thornburgh  cam- 
paign won't  begin  in  earnest  until  La- 
bor Day,  just  nine  weeks  before  the 
Nov.  5  special  election.  Although 
Thornburgh's  two  terms  as  governor 
make  him  one  of  Pennsylvania's  best- 
known  politicians,  he's  putting  himself 
at  a  big  fund-raising  disadvantage. 

Time  isn't  the  Attorney  General's 
only  enemy.  Wofford  and  Democrats  in 
the  House  and  Senate  plan  to  pound  on 
him  for  simultaneously  seeking  office 
and  serving  as  the  nation's  top  law- 
enforcement  official.  How,  they  will 
ask,  can  he  aggressively  pursue  sav- 


ings-and-loan  crooks  and  other  corpo- 
rate wrongdoers  when  he  may  want  to 
turn  around  in  a  few  weeks  and  seek 
campaign  contributions? 

Wofford,  formerly  Pennsylvania's  la- 
bor secretary,  plans  to  make  much  of 
what  top  campaign  aide  James  Carville 
calls  Thornburgh's  "politics  of  arro- 
gance." The  Attorney  General  didn't 
even  bother  to  make  a  formal  an- 
nouncement of  his  candidacy.  He  let 
President  Bush  slip  the  word  to  report- 
ers at  the  beginning  of  a  Cabinet  meet- 
ing. "Thornburgh  is  acting  like  this  is 
going  to  be  a  coronation,"  says  Car- 
ville. "We  think  it's  going  to  be  an 
election.  Let's  see  what  the  voters  of 
Pennsylvania  want." 
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IRAN 


IRAN'S  WARM  FRONT  REACHES 
ALL  THE  WAY  TO  THE  U.S. 


iile 


Bit!: 


Rafsanjani  is  discreetly  including  Corporate  America  in  his  rapprochement  with  the  West 


IP.S! 


t| 


A couple  of  months  ago,  Iran's 
President  Hashemi  Rafsanjani 
paid  a  quiet  visit  to  a  high-tech 
satellite-receiving  station  at  Mardabad, 
about  35  miles  from  sprawling  Tehran. 
Kuilt  by  General  Electric  Co.  in  the  mid- 
!'i70s,  the  mass  of  huge  white  satellite 
di^^lies  has  been  gathering  dust  since  the 
iit  ry  1979  Islamic  Revolution  swept 
away  the  Shah  as  well  as  virtually  every 
i of  U.S.  influence. 

Ir.uuan  scientists  and  technocrats  had 
nivii;Hl  Rafsanjani  to  talk  about  satellite 
coni"n:u>iications.  "We  explained  to  Raf- 
,-:aiija;";i  '  Siat  the  best  technology  belongs 
10  tlse  '\inericans  and  the  French,"  says 
Masoud  Oavarinejad,  a  deputy  minister 
vv.  chann  of  the  government's  computer 


procurements.  "The  President  told  us 
not  to  have  any  cjualms  about  working 
with  foreigners." 

Recognizing  that  the  satellite  facility 
was  hopelessly  obsolete,  Davarinejad,  a 
graduate  of  Kentucky's  Murray  State 
University,  went  to  the  U.  S.  and  simply 
bought  the  data  that  the  Iranians  need- 
ed from  Earth  Observation  Satellite  Co. 
in  Lanham,  Md. 

FAR  EAST  TRADE.  The  episode  speaks  vol- 
umes about  how  quickly  Iran  is  chang- 
ing, 12  years  after  its  cataclysmic  revo- 
lution. Rafsanjani  realizes  that  his 
country  needs  Western  credits  and  tech- 
nology if  it  is  going  to  rejoin  the  modern 
era.  If  he  succeeds  in  leading  Iran  along 
a  middle  path  without  drawing  fatal  fire 


from   Islamic  radi< 
there  could  be  a 
change  around  the 
sian  Gulf,  the  siU 
two-thirds  of 
world's  oil  reser 
Iraq  has  already  •P"'' 
incapacitated  by  \ 
and  Iran,  the  other 
tential  source  of  in 
bility,  is  edging  tow 
moderation.  All 
would  undercut  Isls 
hotheads  through 
the  region. 

As  part  of  Raf^™ 
jani's  new  economic 
political  opening, 
has  restored  normalB*'" 
lations  with  all 
European  Commui 
countries  and  is  doi 
brisk  business  with 
pan  and  South  Ko 
The  surprise  is 
commercial  ties  v 
the  U.  S.  are  wara 
faster  than  most 
servers  thought  pc 
ble.  Until  recently 
seemed  the  Irani 
would  turn  to  the  Ei 
peans  and  Asians, 
ting  the  Americans 
But  some  U.  S.  c 
panies  are  succeeding  in  rebuilding 
relationships  or  striking  new  de 
Mostly  operating  through  European  s 
sidiaries  and  Iranian  agents,  Apple  C 
puter.  General  Motors,  Baker  Hugl 
and  Digital  Equipment  are  dipping  tl 
toes  in  Iran,  whose  population  of  56 
lion — nearly  three  times  that  of  Ii 
Saudi  Arabia,  and  the  other  gulf  nati 
combined — make  it  potentially  one  of 
biggest  markets  in  the  Middle  East.  ' 
distractions  of  the  revolution  plus  ei 
years  of  war  with  Iraq  have  left  Irai 
need  of  everything  from  personal  c 
puters  to  a  new  telephone  system. 

U.  S.-Iranian  business  ties  are  bejjii  slia 
ning  to  blossom  despite  continued  hoi 
ity  between  Washington  and  Tehi 


mi 
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ash  Administration  still  bans  most 
1  imports  while  allowing  U.  S.  ex- 
to  Iran  that  don't  have  military 
ial.  Washington  sees  the  holding 
Western  hostages,  including  six 
;ans,  by  Lebanese  groups  with 
ies  to  Iran  as  the  major  obstacle 
;ored  relations  (table).  Iran's  con- 
sniping  about  U.  S.  troops  in  the 
nd  Tehran's  arms-purchase  talks 
;hina  and  North  Korea  also  have 
ngton  on  edge.  For  their 
he  Iranians  are  demanding 
nsation  for  an  estimated  $5 
in  frozen  assets,  mainly 
;hat  the  U.  S.  refused  to  de- 
fter the  revolution. 
1  though  no  sudden  rap- 
ment  between  Washington 
ihran  is  likely,  the  Bush  Ad- 
-ation  is  letting  U.  S.  compa- 
;st  the  waters.  Many  have 
ily  become  quite  visible.  Ap- 
)mputer  Inc.,  for  example, 
st  U.  S.  computer  company 
e  an  office  in  Iran,  has  set 
r  Apple  Centers  in  the  capi- 
i  plans  to  expand  through- 
i  country.  The  U.  S.  govern- 
dropped  restrictions  on  the 
f  Apple  computers  to  Iran 
ily.  And  the  Iranians  recent- 
ed  rules  requiring  govern- 
Lpproval  for  imports  of  U.  S. 
f-itish  goods. 

ther  computer  maker,  Digi- 
:iuipment  Corp.,  which  is 
ing  a  demonstration  center 
ran,  has  lined  up  about  $7 

in  sales  of  midrange  mini- 
iters  to  Iran  in  recent 
s.  But  the  company  has  so 
lied  to  get  Commerce  Dept. 
val  for  anything  but  its 
st  minicomputers, 
eral  Motors  Corp.,  whose 
;ar  assembly  plant  was  fak- 
ir during  the  revolution,  is 
ing  joint  ventures  with  Iran 
;h  its  German  subsidiary, 
Winston  cigarettes,  Coca- 
md  Kodak  film  come  in  via 
ay  market  on  small  wooden 

from  the  bustling  port  of 

«  STRUGGLE.  The  changed  at- 
ere  is  largely  the  work  of 
ijani,  the  58-year-old  Mos- 
;ric  who  became  a  Khomeini  prote- 

the  1960s.  Since  his  election  as 
ent  in  late  1989,  Rafsanjani,  the 
a  prominent  pistachio  grower,  has 

quickly  to  consolidate  power,  re- 
l  radical  members  of  the  govern- 
A^ith  his  own  staff,  many  of  whom 
.  S.-educated.  Yet  Rafsanjani  has 
't  completely  triumphed  in  his  bit- 
id  shadowy  power  struggle  with 
'adical  elements  within  the  regime. 
Islamic  mafia,"  as  one  Rafsanjani 


supporter  calls  it,  includes  such  figures 
as  Ayatollah  Ruhollah  Khomeini's  son 
Ahmad  and  the  fiery  speaker  of  the  Ira- 
nian Parliament,  Mahdi  Karrubi.  Al- 
though they  are  losing  ground  daily,  the 
radicals  force  Rafsanjani  to  watch  his 
flanks,  especially  as  he  tries  to  bolster 
ties  with  the  West. 

A  key  test  will  be  parliamentary  elec- 
tions that  could  come  later  this  year. 
With  a  narrow  majority  of  radical,  anti- 


RAFSANJANI  IS 
TRYING  TO  WOO 
BACK  EXILES 
WHO  FLED 
KHOMEINI 


WHAT  STANDS  IN  THE  WAY 
OF  BETTER  U.S.- IRANIAN  TIES 

I  Holding  of  1 2  Western  hostages  in  Lebanon 

I  Unresolved  Iranian  claims  against  the  U.S.  esti 
mated  at  $5  billion 

I  Strong  Islamic  radical  influence  in  Iranian  Par- 
liament 

I  Iran's  military  rebuilding,  with  help  from  Sovi- 
ets, Chinese,  North  Koreans,  others 


Western  members,  the  240-member  Par- 
liament has  put  constant  brakes  on  Raf- 
sanjani. Now,  his  supporters  are  betting 
they  will  win  a  majority,  in  part  because 
of  new  election  procedures  that  elimi- 
nate ill-qualified  candidates,  including 
those  with  only  a  religious  education. 

A  big  Rafsanjani  win  would  help  clear 
the  way  for  restoration  of  diplomatic  re- 
lations with  the  U.  S.  But  first  and  fore- 
most, this  would  require  release  of  the 
Western  hostages.  Right  now,  diplomats 


say,  Rafsanjani  is  at  the  center  of  in- 
tense efforts  among  the  Iranians,  Syri- 
ans, and  Israelis  to  break  the  deadlock. 
While  visiting  Damascus  in  April,  he 
personally  lobbied  Lebanese  groups  with 
influence  over  the  hostage  takers. 

Much  of  Rafsanjani's  pragmatism 
comes  from  sheer  necessity.  After  10 
years  of  war,  revolution,  economic  em- 
bargo, and  simple  mismanagement,  Iran 
needs  a  boost.  With  the  population  in- 
creasing by  nearly  47'  annually — 
one  of  the  world's  highest  rates — 
Rafsanjani's  government  is  wag- 
ing a  frantic  race  against  time  to 
provide  600,000  new  jobs  and  hun- 
dreds of  thousands  of  new  hous- 
ing units  every  year. 

To  head  off  economic  disaster, 
the  government  is  actively  encour- 
aging private  enterprise  for  the 
first  time  since  the  revolution. 
Rafsanjani  is  also  trying  hard  to 
woo  back  some  of  the  2  million 
Iranian  exiles  who  fled  during  the 
revolution.  The  regime  now  wel- 
comes back  everyone  but  those 
who  served  in  high  positions  under 
the  Shah.  Today,  Tehran  is  full  of 
such  returnees  petitioning  the  gov- 
ernment to  get  back  confiscated 
property. 

FERTILE  MARKET.  One  such  hopeful 
is  Ahmad  Habibi,  a  U.  S.-educated 
computer  scientist  who  says  he  is 
a  15-year  veteran  of  General  Elec- 
tric Information  Systems  Co.  In 
1989,  Habibi  decided  it  was  safe 
enough  to  return  to  Tehran,  where 
he  set  up  a  small  company.  Pars 
Supala,  to  provide  data  and  com- 
munications services  to  big  Irani- 
an outfits  such  as  the  state-owned 
National  Iranian  Oil  Co.  and  Iran 
Air.  "We  saw  that  this  was  going 
to  be  a  very  fertile  marketplace," 
recalls  Habibi,  who  displays  pho- 
tos of  himself  with  GE  CEO  John  F. 
Welch  Jr.  on  his  office  wall. 

Of  course,  friendship  between 
the  Americans  and  Iranians  has 
proven  a  perishable  commodity  in 
the  past,  and  even  the  most  enthu- 
siastic boosters  realize  that  the 
current  thaw  is  based  far  more  on 
mutual  interests  than  on  sudden 
trust.  Rafsanjani  is  pursuing  Ira- 
nian goals  and  ambitions  just  as 
zealously  as  his  predecessors — it's  just 
the  tools  that  have  changed.  "Sure,  we 
love  this  guy  Rafsanjani,"  says  Ali,  a  26- 
year-old  partner  in  a  Tehran  software 
house.  "But  let's  not  fool  ourselves: 
Rafsanjani  is  doing  what  he's  doing  be- 
cause he  has  no  choice."  Considering  the 
alternatives,  the  West  may  not  have 
much  choice,  either,  but  to  deal  with 
Rafsanjani. 

By  John  Rossant  in  Tehran,  with  Amy 
Borriis  in  Washington  and  bureau  reports 
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FORD  OF  EUROPE  IS  GOING  IN 
FOR  EMERGENCY  REPAIRS 


It  has  to  work  fast  to  be  revved  up  when  the  borders  fall 


Calling  his  managers  into  a  tense 
session  in  Cologne,  Germany,  a 
few  weeks  ago,  L.  Lindsey  Hal- 
stead  delivered  a  searing  message:  F"'ord 
Motor  Co.'s  European  operation  is  in 
danger  of  careening  off  the  road.  Ford 
has  been  a  high-profit  leader  of  Europe's 
car  industry  for  20  years,  but  now, 
warned  Halstead,  chairman  at  Ford  of 
Europe  Inc.,  "our  competitors  have 
learned."  And  with  Japanese  carmakers 
lined  up  to  roll  into  the  world's  No.  1 
market.  Ford's  boss  unveiled  an  emer- 
gency repair  plan  aimed  at  putting  this 
formerly  high-revving  unit  back  in  Eu- 
rope's automotive  race. 

For  starters.  Ford  will  soon  launch  an 
image-building  ad  blitz  across  Europe — 
its  first  ever.  Halstead  has  also  decreed 
a  speedup  in  Ford's  sluggish  pace  of 
new  model  launches.  Within  two  years, 
he  wants  development  times  cut  to  four 
years  from  the  current  five  or  more.  He 
will  slash  his  European  managerial  and 
•"icrical  staff  by  one-third  and  will  try  to 
!on  jobs  at  Ford's  .^luggish  British  fac- 
ts.ries,  one  of  which  may  not  make  it  into 
m;..;  ,i"!'ade.  And  over  the  next  five 
y  ,  h'ylstead  will  plunk  down  $11  bil- 
lior,  ;  ...vv\  technology,  new  models,  and 
deal";  .!!);;radi!!g. 

It's  a  strong  push  on  the  gas  pedal  for 
Ford  of  Europe — nnd  one  that  critics  say 
is  badly  needed.  The  carmaker  was  let- 


ting its  models  sit  on  the  market  too 
long,  and  new  designs  often  lacked  dash. 
Its  management  structure  had  grown 
heavy.  Then,  last  year,  profits  plunged 
88'a,  as  Ford  fell  from  fourth  place  to 
fifth  among  Europe's  carmakers. 

It  was  a  sobering  warning  signal  just 
as  borders  are  falling,  European  rivals 
are  getting  more  aggressive,  and  Japa- 
nese carmakers  are  on 
the  move.  Like  a  host 
of  American  blue  chips 
that  have  made  cushy 
profits  in  Europe,  in- 
cluding IBM  and  Ford 
archrival  General  Mo- 
tors Corp.,  Ford  faces 
tougher  days  ahead. 
The  carmaker's  ability 
to  adapt  to  Europe's 
new  realities  may  offer 
a  taste  of  the  future 
for  other  American 
giants. 

The  planned  shakeup 
is  the  biggest  change  Ford  of  Europe 
has  seen  since  Henry  Ford  II  organized 
the  unit  in  1967.  In  its  biggest  gamble 
of  all.  Ford  of  Europe  is  readying  a  new 
"world  car,"  a  single  model  for  sale 
in  the  U.  S.  and  Europe.  This  first  glob- 
al model  since  the  Escort  of  1980  has 
cost  $5  billion  to  develop.  It  will  re- 
place the  family-size  Sierra  in  Europe 
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next  year  and  the  Tempo-Topaz  in 
U.  S.  in  1993,  which  sells  for  al 
$10,000. 

Still,  some  analysts  wonder  if  I 
can  hope  to  recover  its  glory  day! 
Europe.  New  Japanese  car  factories 
cause  European  manufacturing  capa 
to  grow  faster  than  the  market  over 
next  decade.  Ford's  British  stronghoi 
the  center  of  the  Japanese  target.  "I 
has  been  too  relaxed  against  the  cor 
tition,"  says  John  K.  Lawson,  an  ana 
at  Nomura  Research  Institute. 

Ford's  job  is  complicated  by  the  pi 
drain  at  Jaguar  Cars  Ltd.,  acquire* 
late  1989.  All  along.  Ford  has  war 
that  recouping  its  $2.6  billion  investn 
in  the  luxury  carmaker  might  tak 
decade.  Goodwill  and  interest  chargei 
Jaguar  amounted  to  $454  million  in  1 
And  although  chronic  quality  glitc 
seem  to  be  abating,  the  carmaker  i 
expected  to  break  even  before  1992. 
profit  pressures  will  delay  plans  ii 
new  Jaguar  sports  car. 
LITTLE  CHOICE.  Nonetheless,  there 
signs  that  Halstead's  crusade  to  s 
the  company  back  on  track  is  aire 
working.  His  new  market-share  targ 
southern  Europe,  a  region  that  is  a 
tered  for  now  from  the  Japanese.  Rii 
its  hot-selling  Fiesta  minisedan,  I 
has  moved  rapidly  into  Italy,  helj 
boost  its  European  market  share  n 
11.29<  to  12.27'  in  the  first  four  moj 
of  1991.  But  Ford  is  moving  i 
through  such  costly  ploys  as  offe 
higher-price  engines  at  big  discounta 
margins  are  thin. 

Ford  has  little  choice  but  to  bring 
cars  out  faster:  European  rivals  are 
speeding  up  the  pace  of  model  laund 
partly   to  prepare   for  the  Japan 
Ford's  Escort,  a  I 
model,  will  get  a  i 
lift  by  1993,  two  y 
earlier  than  planj 
Meanwhile,  FordI 
close  to  finalizing 
$2.5  billion  joint 
ture  to  build  mini 
in  Portugal  with 
many's  VolkswE; 
And  in  a  new 
ture,  it  aims  to 
Nissan-built  off- 
vehicle  in  1994. 

It  all  adds  up 
major  acceleration 
this  former  asphalt-burner,  which 
spite  its  problems  has  made  more  m( 
than  its  parent  for  the  past  two  y 
With  the  battle  for  auto  supremacy 
ing  global,  Halstead's  overhaul 
be  as  critical  in  Dearborn  as  it 
London. 

By  Richard  A.  Melcher  in  London, 
John  Templeman  in  Bonn 
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nternational  Business 


Commentary  bv  Blanca  Riemer 


UNITED  STATES  OF  EUROPE'?  DON'T  HOLD  YOUR  BREATH 


9^ 


As  Deo.  ol,  ly92.  neai-s.  Euro- 
pean Communiu'  is  jrrov.ir.g 
nen^ous  about  building  a  mone- 
tary and  political  union  on  top  of  its 
free-trade  plans.  Recession  and  politi- 
cal tensions  ai-e  dogging  much  of  Eu- 
rope, and  it"s  getting  harder  and  hard- 
er to  persuade  the  EC's  12  membei-s  to 
make  tough  decisions  on  what  lies  be- 
yond 1992.  "The  closer  we  get  to  the 
actual  date  of  unification,"  says  Carlo 
De  Benedetti.  chainnan  of  Italy's  OU- 
vetti.  "the  more  problems  seem  to 
ai-ise." 

All  of  a  sudden.  Europhoria  is  girag 
way  to  Eurodoubts.  As  the  EC  bogs 

down  in  the  nitt\--grit-   

tj-  affau-s  of  just  get- 
ting 1992  into  motion, 
big  ideas  for  One  Eu- 
rope are  being  pushed 
fuither  into  the  fu- 
ture. With  members 
unwilling  to  surrender 
more  sovereignty, 
once-sure  post-1992 
bets  now  look  more 
like  longshots.  Trea- 
ties on  monetaiy  and 
poMticai  imion.  for  ex- 
ample, still  should  be 
signed  before  yearend. 
But  instead  of  setting 
out  strict  timetables 
and  concrete  goals,  the 
treaties  likely  wiU  of- 
fer only  genei-al  objec- 
tives. All  told,  once- 
grand  hopes  for  a 

powerful  "United   

States  of  Europe"  coming  together  by 
the  mid-1990s  are  being  pushed  back  at 
least  to  the  end  of  the  decade. 
ROADBLOCKS.  Many  executives  say 
"j:eii-  companies  are  already  reaping 
benefits  of  European  unification  and 
can  continue  to  prosper  \vithout  a 
gi-and  Eurofedei-ation.  But  putting  off 
unir."  for  too  long  could  have  profound 
1  i^iipHcanons.  For  one  thing,  delays  will 
i  deny  the  EC  the  unique  quality  it  seeks, 
I  compared  with  other  free-trade  zones, 
j  Without  a  full-fledged  European  cen- 
:  trai  bank,  for  example.  Germanys 
i  Bundesbank  will  continue  to  role  the 
;  n  onetary  policy  of  EC  member  states. 
'  esp-eeially  France  and  the  Benelux 
I  cour.c  ies,  which  tie  their  currencies 
I  doseiy  to  the  mark.  Meanwhile.  Eu- 
■  r  oe   lack  of  a  common  defense  poUcy 


will  ceruiUiiy  keep  tne  U.  S.  donimani 
over  many  European  security  mattei-s. 
Domestic  political  troubles  in  Fi-ance. 
;  Germany,  Britain,  and  Italy  ai-e  help- 
ing divert  anention  from  the  post-1992 
agenda.  So  is  one  of  the  deepest  Brit- 
ish recessions  since  World  War  II,  as 
weU  as  the  mounting  cost  of  reunif\"- 
ing  Germany.  As  a  result,  it's  getting 
J  harder  to  solve  contentiotis  issues  in- 
vohing  challenges  to  members'  self- 
rule.  Take  the  so-called  Schengen 
,  agi-eement.  It  would  abolish  border 
I  controls,  thus  allowing  free  circulation 
:  of  non-EC  nationals  among  Germany, 
Finance,  and  the  Benelux  countries  as 


estaDUsmng  a  cenu-ai  oanx  oy  IS 
But  that  plan  now  has  been  large 
abandoned  in  the  face  of  Gennan  opp 
sition  to  seeing  the  Bundesbank  merj 
into  a  European  central  bank  of  unsu 
independence.  Many  other  EC  countri 
are  also  coming  around  to  the  \iews 
outgoing  Bundesbank  President  Ks 
Otto  PohJ.  who  maintains  that  E 
rope's  economies  must  converge  befo 
monetarj"  union  can  fly.  And  with 
countries  pressing  to  join  the  EC, 
may  become  even  harder  in  the  futu 
to  reach  an  agreement  on  a  cent! 
bank  or  other  new  institutions. 
If  Europeans  already  have  thi 
hands  full  just 
phng  with  moneta 
union,  they  are  o: 
beginning  to  addrej 
France's  new  calls 
an  industrial  policy 
the   free-trade  e: 
Prime  Minister  E 
Cresson,  mindful 
the  growing  ranks 
struggling  Fren 
manufacturers,  w; 


soon  as  the  single  market  is  launched. 
That  could  gi-eatiy  aid  labor  mobility. 
But  the  Dutch  parliament  has  refused 
to  i-atin.-  the  deal  until  countries  with 
liberal  political-asylum  laws,  such  as 
France,  tighten  immigration  rules.  It 
also  wants  to  set  up  an  information 
system  that  will  track  refugees,  immi- 
grants, and  criminals  in  the  Schengen 
group. 

More  wonnsome,  all  12  EC  members 
ai*e  fighting  over  a  plan  that  would 
institute  a  uniform  lo^c  valueadded- 
lax  rate,  with  only  a  few  exceptions. 
Britain,  for  its  part,  views  the  proposal 
as  a  loss  of  control  over  its  fiscal  poli- 
cy. Monetary  union  has  become  an 
even  thornier  issue.  As  recentiy  as  last 
December's  EC  summit  in  Rome,  the 
c  ;:r.munity  appeared  to  be  dead-set  on 


to   pump  more 
search  fimds  to 
electronics  indust 
She  and  some  othe 
also  want  closer  li 
among  Europe's  la 
est  companies  to  fei| 
off  Japanese  and  ot 
competitors.  "A  sing 
market  and  a  cor 
policy       are  ni 
enough."  says  Je? 
Louis  Beffa.  chairman  of  French  gla 
maker  Saint-Gobain.  But  Germar 
Britain,  and  the  Netherlands,  wh 
have  a  strong  free-trade  benu 
such  ideas  with  disdain. 

Like  an  imwed  couple  that  has  Ihr^ 
together  for  years,  the  12  members 
the  European  Commimity  are  pond 
ing  the  advantages  and  disadvant 
of  marriage.  And  like  many  coupl^ 
they  are  postponing  the  final  de 
for  as  long  as  they  can.  "It's  better  | 
wait  and  get  it  right,''  says  ana 
Helen  Wallace  of  London's  Royal 
tute  of  International  Affairs.  But 
longer  they  wait,  the  more  unlikely] 
becomes  that  the  much-trumpeted 
ropean  wedding  will  take  place. 
haps  free  trade  will  be  Eiirope's  crovj 
ing  achievement. 
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nternational  Outloo 


EDITED  BY  JOHN  PEAK'^ 


WILL  MOSCOW  SOMEDAY  DECIDE: 
'YANQUI  SI,  FIDEL  NO'? 


Cuba  is  now  the  one  important  client  left  in  Moscow's 
shriveling  empire.  Despite  cutbacks  in  subsidized  trade 
and  economic  aid,  the  Kremlin  is  still  propping  up  Fidel 
Castro  by  buying  Cuban  sugar  at  above-market  prices  and 
supplying  military  advisers. 

Such  Soviet  support  for  Cuba  looms  once  more  as  a  serious 
political  hurdle  to  the  new  Moscow-Washington  warmup  that 
the  Soviets  desperately  want.  "There  is  just  so  far  that  Soviet- 
American  relations  can  go  unless  there  is  some  fundamental 
progress  with  regard  to  Soviet  policy  in  Cuba,"  says  Robert  G. 
Torricelli  (D-N.  J.),  chairman  of  the  House  Western  Hemi- 
sphere subcommittee.  If  the  Soviet 
Union  is  indeed  reforming,  Torricelli 
adds,  "it  should  have  nothing  in  com- 
mon with  the  Castro  regime." 

Within  Cuba  itself,  there  are  signs  of 
growing  economic  distress  and  spread- 
ing dissidence,  despite  Castro's  tight  po- 
litical grip  on  the  island.  Chronic  food 
shortages,  a  result  of  Castro's  economic 
mismanagement,  are  getting  worse. 
And  increasing  numbers  of  Cubans, 
desperate  to  escape,  are  once  again 
risking  the  90-mile  trip  across  the  chop- 
py Straits  of  Florida  on  makeshift  rafts. 
So  far  this  year,  875  rafters  have  ar- 
rived, double  the  1990  total.  Thousands 
of  Cuban  tourists  are  arriving  every  week  on  charter  flights  to 
Miami — many  intent  on  remaining  in  the  U.  S.  Fearing  another 
flood  like  the  1980  exodus  from  Mariel,  Miami  City  Manager 
Cesar  Odio  warns:  "There's  no  way  the  local  community  can 
absorb  that  again." 

SWEET  AND  SOUR.  Part  of  the  economic  squeeze  is  due  to 
slirinking  Soviet-Cuban  trade.  Many  Soviet  enterprises  are 
demanding  payment  for  exports  in  hard  currency,  which  Ha- 
vana doesn't  have.  The  Soviet  trading  companies  that  manage 
sugar  deals  are  even  insisting  on  advance  payment  for  ship 
charters.  As  a  result.  Cuban  warehouses  are  piled  high  with 


ESCAPE  BY  SEA:  MORE  AND  MORE  CUBANS  ARE 
RISKING  THE  90-MiLE  RAFT  TRIP  TO  FLORIDA 


sugar  awaiting  shipment,  according  to  Andrew  Zimbalisj 
Smith  College  expert  on  Cuba.  And  Moscow  has  cut  to  2j 
the  number  of  Soviet  civilian  technical  experts  in  Cuba,  dJ 
from  3,000  before  1990.  An  estimated  7,000  Soviet  miliJ 
advisers,  however,  are  still  in  Cuba,  including  troops  guarq 
electronic  eavesdropping  facilities. 

To  provide  an  escape  valve  for  rising  political  tensid 
Castro  last  year  proposed  a  Cuban  Communist  Party  congil 
to  discuss  reforms.  It  has  yet  to  be  scheduled.  But  recentli 
group  of  Cuban  intellectuals,  warning  of  a  looming  "catasj 
phe,"  called  for  reforms  ranging  from  direct  elections  forf 
National  Assembly  to  reopening  of  : 
farmers'  markets,  which  Castro  briJ 
allowed  in  the  19803.  Some  signers  [ 
members  of  the  official  Writers  &  J 
ists  Union.  That  suggests  Castro  ij 
still  be  looking  for  ways  to  accomj 
date  political  discontent  without  basf 
ly  changing  his  regime. 

But  Castro  will  face  rising  pressJ 
to  ease  his  harsh  rule  from  all  si| 
including  the  Soviet  Union.  Helen  GJ 
vaya,  a  Cuba  expert  at  Moscow's  III 
tute  of  International  Relations,  wa 
that  the  U.  S.  can't  force  the  Soviet! 
cut  their  Havana  ties  in  exchange! 
U.  S.  aid,  because  "Cuba  is  still  coil 
ered  an  ally."  But,  she  adds,  "relations  are  a  lot  cooler  tl 
they  used  to  be,  and  they  will  be  growing  cooler."  And  p| 
sure  is  also  mounting  from  within  the  Soviet  Union  to  dJ 
Castro.  If  Boris  N.  Yeltsin  wins  a  strong  new  mandate  inf 
Russian  Republic's  June  12  presidential  election,  a  call  to  I 
military  aid  to  Cuba  "will  be  one  of  his  first  steps,"  a 
journalist  Igor  Ivanov  of  Moscow's  Literaturnaya  GazX 
After  three  decades  of  sheltering  by  Moscow,  Castro  is  l| 
ing  to  a  very  lonely  future. 

By  Rose  Brady  In  Moscow.  Amy  Borrus  in  Washington. 
Antonio  .V.  Fins  in  Miami 


PAKISTAN 


L'lations  between  the  U.  S.  and  Pa- 
kkistan  have  been  strained  over  nu- 
clear issues  and  the  ouster  of  pro- 
Western  Prime  Minister  Benazir 
Bhutto  last  year.  But  now  they're  on 
ihe  upswing.  Conservative.  Islamic  Pa- 
kl.■^^;ul  is  following  Iran's  lead  in  shift- 
ing i':ward  a  more  market-oriented 
econo!i:y  (page  46).  In  a  dramatic 
move.  Pakistan's  Prime  Minister 
Nawaz  Sharif  on  May  30  announced 
plans  U)  ;  irivatize  150  state  enterprises. 
The  drivr-  is  accompanied  by  an  effort 
to  strengthen  Pakistan's  capital  mar- 
kets. International  Finance  Corp.,  an 
affiliate  of  the  World  Bank,  is  lead- 


ing the  way  with  equity  investments. 

The  key  obstacle  to  improved  rela- 
tions is  U.  S.  worry  over  Islamabad's 
nuclear  plans.  Last  October,  the  Ad- 
ministration suspended  $237.8  million 
in  military  and  economic  aid  because 
Pakistan's  leaders  failed  to  give  assur- 
ances that  they  weren't  building  a  nu- 
clear bomb.  To  resolve  the  deadlock, 
Sharif  is  dispatching  a  high-level  dele- 
gation to  Washington  for  talks  on  June 
11  with  senior  U.S.  officials. 

SCANDINAVIA  

To  get  in  sync  with  the  European 
Community  as  1992  nears,  Scandi- 
navian countries  are  moving  fast  to 
peg  their  currencies  to  the  European 


currency  unit.  On  June  4,  the  Fim 
linked  the  markka  to  the  ECU,  onlyi 
month  after  the  Swedes  took  simi:' 
action. 

The  Scandinavians  are  worried  th 
if  they  let  their  inflation  and  i- 
change  rates  drift  too  far  from  the' 
of  EC  members,  it  will  be  increasing" 
difficult  to  integrate  into  the  Europei 
Community  in  the  future.  But  in  ti' 
short  run.  the  switch  will  cause  soi'j 
pain.  Scandinavian  countries  will  ha; 
to  adopt  stricter  fiscal  and  moneta' 
policies,  putting  the  squeeze  on  tre- 
bled businesses.  Ultimately,  thou^, 
the  move  should  help  strengthen  th 
economies  and  smooth  their  entry  i 
the  EC. 
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At  last,  everything 
you've  been  waiting  for 
in  an  affordable 
plain  paper  laser  fax. 

Including  a  break. 

Fujitsu  set  the  industry  standard  in  laser  plain 
paper  laxes.  Today,  the  dex  740  sets  a  new  stan- 
dard. It  combines  an  affordable  purchase  price 
and  low  operating  costs,  with  high-performance 
features  designed  to  keep  your  business  runmng 
smoothly.  " 

A  break  from  bottlenecks.  No  more  standing 
in  line  lor  the  lax  machine.  With  its  dual  access 
eature  the  dex  740  can  prepare  one  document 
tor  sending  while  transmitting  another  Make 
copies  while  it  s  sending  or  receiving.  Scan  and 
program  a  document  for  delayed  broadcast  while 
It's  receiving.  And  perform 
any  function  you  choose 
at  the  touch  of  a 
single  button. 


Is  1.5  seconds 
fast  enough.^ 

That's  all  the  time 
it  takes  for  the  dex 
740  to  scan  one  page. 
No  other  fax  gives  you 
that  break.  Plus  a  trans- 
mission speed  of  just  9  seconds. 

Clear  efficiency.  Communication  flows  with 
optimum  efficiency,  with  the  clarity  of  Ultra- 
Smooth  printing  and  automatic  error  correction 
bven  when  you're  replenishing  paper  or  sup- 
plies, the  dex  740  continues  to  transmit  and 
receive  documents  uninterrupted. 

Backed  by  the  experts.  Add  to  the  above,  the  fact 
that  It  s  backed  by  one  of  the  largest,  dedicated 
tax  service  organizations  in  the  world,  and  vou'll 
see  why  the  dex  740  is  everything  vou've  been 
waiting  for. 

So  why  wait  any  longer?  Contact  Fujitsu  Imaging 
Systems  ot  America,  36  Apple  Ridge  Road, 
Uanbury,  CT  06810  or  call  1-800-243-7046 


FUJITSU 


The  global  computer  and  com 


munications  company. 
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SUDDENLY,  ASIAN-AMERICANS 
ARE  A  MARKETER'S  DREAM 


Ii 
iaer 
mi 
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Their  liigh  incomes,  education,  and  rising  numbers  have  companies  scrambling  to  win  them  over 


The  Sa  family  of  Milpitas,  Calif., 
were  once  prosperous  members  of 
the  Chinese  middle  class  in  Viet- 
nam. They  had  to  leave  that  war-torn 
country,  but  now,  they're  living  the 
American  dream.  The  Sa-s  just  bought  a 
$31U,00()  home  for  their  extended  family 
of  elderly  parents,  30-year-old  son  Pat- 
rick and  his  wife,  26-year-old  daughter, 
and  a  grandson.  With  a  combined  income 
of  $120,000,  the  Sas  own  three  cars,  four 
televisions,  four  videocassette  recorders, 
and  $6,000  in  stereo  equipment.  "I'm  an 
electronics  junkie,"  admits  Patrick,  who 
works  as  a  computer-networking  special- 
ist. "I  won't  buy  an  odd  brand.  Brand 
name  stands  for  class." 

Well-educated,  affluent  Asian-Ameri- 
cans such  as  the  Sas  represent  a  dream 
population  for  U.  S.  marketers  (charts). 
Diverse  companies  ranging  from  Col- 
gate-Palmolive to  Metropolitan  Life  In- 
surance to  Anheuser-Busch  are  already 
targeting  this  group  through  elaborate 
combinations  of  advertising,  promotions, 
and  community  events.  And  marketing 
consultants  are  reporting  increasing  in- 
terest. New  York's  Lee,  Liu  &  Tong  Ad- 
vertising Inc.  expects  1991  billings, 
though  still  tiny,  to  double  to  $2.5  million 
or  so.  Amko  Advertising  Inc.,  another 
Asian  agency  in  New  York,  also  expects 
a  lOO'/J  jump  in  billings,  to  nearly  $10 
million. 

This  interest  has  been  a  long  time 
coming.  Many  major  companies  and 
agencies  haven't  bothered  with  the 
Asian-American  market  because  of  its 
relatively  small  size  of  7  million  or  so. 
And  that  number  includes  subgroups  of 
Chinese,  Japanese,  Koreans,  Filipinos, 
Vietnamese,  and  others.  "Once  you  seg- 
ment that  market  into  language,  it's 
very  difficult  to  develop  mass-marketing 
efforts,"  says  Peter  Kim,  U.  S.  director 
fo)-  strategic  planning  at  ad  giant  J.  Wal- 
ter Thompson  Co. 

CLEARER  PICTURE.  But  the  latest  num- 
bers are  too  dramatic  to  ignore.  Asian- 
.■^mericans  are  growing  at  the  fastest 
rate  of  any  group — their  numbers  more 
ihun  doubled  from  1980  to  1990.  "Before, 
Vvt,'  had  only  the  1980  census  to  work 
in  pitching  to  potential  clients, 
■  ays  JePiiie  S.  Tong,  chief  executive  of 


Lee,  Liu  &  Tong.  "Now,  it's  a  lot  easier 
to  convince  them." 

The  Asian  population  could  grow  an 
additional  407'  by  2000,  says  Caroline  Pi- 
saniello,  a  senior  consultant  for  market 
researcher  Impact  Resources  Inc.  in  Co- 
lumbus, Ohio.  Pisaniello  estimates  that 
Asian-Americans  spend  $38  billion  at  re- 
tail annually,  mostly  in  major  cities.  In 
San  Francisco,  Asians  represent  307'  of 
the  residents.  San  Francisco  Yellow 
Pages  in  Chinese  and  Vietnamese  gar- 
ner more  than  $2  million  a  year  in  ads. 

Many  marketers  can  use  global  name 
recognition  to  reach  Asian  immigrants. 
Remy  Martin  Amerique  has  shrewdly 
capitalized  on  cognac's   popularity  in 


Hong  Kong,  where  it's  guzzled  at  fes' 
ities  the  way  Westerners  drink  wine 
hard  liquor.  Devised  by  New  York  ag 
cy  L3  Advertising,  Remy  Martin's 
nese-language  ads  portray  its  brand  a 
prestige  drink  for  banquets  and  otl 
"happy  moments."  L3  also  arranges 
Remy  to  sponsor  Moon  Festival  b 
quets  attended  by  community  lead 
who  strongly  influence  their  neighbo 
choices.  At  more  than  $110  a  bottle 
superpremium  Remy  Martin  XO,  sale: 
Chinese-Americans  neighborhoods  h 
gone  "berserk,"  says  U.  S.  brand  man; 
er  Larry  Neuringer. 

Asians  have  other  attributes  mar 
ers  can  appeal  to.  "They  value  br; 


A  TEMPTING 
MARKET 

Thanks  to  more 
liberal  immigra- 
tion laws,  Asians 
are  moving  to  the 
U.S.  in  record  num- 
bers. And  since 
Asian-Americans 
show  a  lot  of  loyalty  to 
brands,  companies  tar- 
geting them  can  score 
big  successes 


ASIAN-AMERICANS:  A  SMALL  BUT  PAST-GROWING  GRi 
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,  education,  and  musical  culture," 
^eo  S{)ellnian,  director  of  advertis- 
id  public  relations  at  piano  maker 
'ay  &  Sons.  When  it  began  seeing 
Asians  in  its  Manhattan  show- 
Steinway  hired  Chinese-  and  Kore- 
aking  sales  reps  and  devised  spe- 
is  with  an  Asian  family  theme, 
ated,  the  Korean  and  Chinese  ads 
\  Lifelong  Gift  for  Your  Child  and 
'at  Investment  for  Dad."  Now, 
Americans  snap  up  lo7<  of  the 
jianos  Steinway  makes  each  year 
•th  America. 

;  HOME.  Helping  maintain  ties  to 
is  another  winning  formula.  Long- 
ze  carrier  MCI  Telecommunications 
has  set  up  Chinese-  and  Korean- 
ige  operator-assistance  and  800 
irs.  American  Telephone  &  Tele- 
Co.  does  price  promotions  during 
holidays  such  as  Parents'  Day  in 
or  Moon  Festival  in  Hong  Kong 
'aiwan.  And  Northwest  Airlines 
vhich  has  a  bilingual  sales  staff, 
s  40%  of  its  Asia-bound  traffic 
\sian- Americans. 

m  immigrants  looking  for  financial 
:y  are  natural  clients  for  insurance 
ers.  Equitable,  MetLife,  and  New 
Life  Insurance  advertise  in  Asian- 
ige  media  and  have  hired  legions 


Anheuser-Busch' s  eight 
varieties  of  rice  have  different 

labels  targeting  separate 
Asian  nationalities  and  tastes 


of  bilingual  Asian  sales  agents.  At  Equi- 
table Life  Assurance  Society,  40%'  of  its 
500  or  so  agents  in  Los  Angeles  are 
Asian.  Following  a  similar  tack,  MetLife 
garnered  $100  million  in  premiums  last 
year  from  the  Asian  community  and  ex- 
pects that  to  jump  to  $150  million  this 
year.  "The  market  is  nowhere  near  the 
saturation  point,"  says  James  H.  Major 
Jr.,  MetLife's  agency  vice-president  for 
target  markets. 

Besides  buying  insurance  policies, 
many  Asians  are  great  savers.  So  Bank 
of  America  in  California  has  product 
brochures  and  mortage  forms  available 
in  Chinese.  Some  forms  also  come  in 
Vietnamese  and  Tagalog  for  Filipinos. 
And  it  distributes  a  "welcome  package" 
for  immigrants  that  provides  referrals 
on  business,  schools,  and  child  care. 

All  these  messages  are  conveyed 
through  a  growing  patchwork  of  Asian- 
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language  newspapers,  magazines,  and 
TV  and  radio  stations.  San  Francisco's 
KTSF-TV  expects  ad  revenue  from  its 
mostly  Asian-language  programming  to 
hit  $1.7  million  this  year,  up  from 
$200,000  in  1986.  Advertisers  have  in- 
cluded McDonald's,  BofA,  United  Air- 
lines, and  Safeway.  "We're  making  a 
few  bucks  and  paying  our  bills,"  says 
General  Manager  Brian  Holton.  But  he 
says  Arbitron  and  A.  C.  Nielsen  Co.  still 
don't  rate  his  station,  so  selling  ad  time 
without  market  numbers  remains  diffi- 
cult. Agency  Lee,  Liu  &  Tong  also  ad- 
vertises on  Chinese-language  videotapes, 
which  immigrants  rent  avidly. 

No  matter  how  focused  the  medium, 
marketers  can  still  be  stymied.  "The 
mistake  most  advertisers  make  is  think- 
ing that  all  Asians  are  homogeneous," 
says  Len  Tong,  director  of  client  ser- 
vices at  East-West  Advertising  in  San 
Francisco.  To  avoid  stereotyping,  mar- 
keters often  must  come  up  with  six  dif- 
ferent campaigns  to  cover  five  major 
Asian  groups:  Japanese,  Korean,  Chi- 
nese (who  may  speak  Mandarin  or  Can- 
tonese), Vietnamese,  and  Filipino. 
'WOMEN  AND  DRAGONS.'  Along  the  way, 
there  have  been  plenty  of  gaffes.  Met- 
Life's Major  says  the  company  angered 
potential  customers  when  it  ran  an  ad  in 
a  Korean  magazine  showing  a  family  in 
traditional  dress — Chinese  dress,  that  is. 
During  Chinese  New  Year  in  1988,  Coors 
Brewing  Co.  got  flak  for  reinforcing  sex- 
ual stereotypes  in  an  ad  showing  an  ex- 
otic-looking woman  wrapped  in  the  folds 
of  a  silk  dragon.  A  spokesperson  says 
the  brewer's  advertising  has  since  got- 
ten away  from  "women  and  dragons." 

U.  S.  companies  are  becoming  more 
sophisticated.  Anheuser-Busch  Inc.'s  ag- 
ricultural-products division  sells  rice  to 
Asian-Americans,  perhaps  the  ultimate 
connoisseurs  of  the  commodity.  The 
company  developed  eight  varieties  of 
California-grown  rice,  each  with  a  differ- 
ent Asian  label  to  cover  a  range  of  na- 
tionalities and  tastes.  Its  "Taste  the  Tra- 
dition" ads,  devised  by  multiethnic  Los 
Angeles  agency  Muse  Cordero  Chen 
Inc.,  play  up  similarities  to  Asian-grown 
rice,  which  is  stickier  than  the  kind  most 
Westerners  eat.  The  ads  captured  such 
nuances  as  the  preference  of  Chinese, 
Japanese,  and  Koreans  for  different 
kinds  of  rice  bowls.  Sales  of  Anheuser- 
Busch's  Asian  rice  brands  are  now 
growing  at  more  than  10%  a  year. 

Such  targeted  campaigns  call  for  a 
deft  touch  and  plenty  of  patience,  but 
they  can  be  worth  it.  Just  as  generations 
of  hopeful  Chinese  immigrants  viewed 
America  as  the  "golden  mountain,"  U.  S. 
companies  are  out  to  find  their  share  of 
gold  in  this  lucrative  market. 

By  Maria  Shao  in  Sari  Francisco, 
with  Christopher  Power  and  Laura  Zinn  in 
New  York 
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CAMPBELL  IS  BUBBLING, 
BUT  FOR  HOW  LONG? 


Some  worn'  David  Johnson's  makeover  is  mortgaging  the  future 


When  David  W.  Johnson  arrived 
at  Campbell  Soup  Co.  18 
months  ago,  he  found  a  finan- 
cially ailing,  inefficient  company  that 
was,  well  in  deep  soup.  Things  seemed 
j  so  grim  that  about  half  of  the  descen- 
'  dants  in  Campbell's  founding  Dorrance 
'  family — a  powerful  clan  that  then  con- 
trolled 59'c  of  the  stock — wanted  to  cash 
out  and  auction  off  the  venerable  food 
marketer.  The  other  half,  soup  loyalists 
to  the  end,  objected  vigorously.  A  nasty 
blood  feud  ensued. 

Then,  Johnson — a  flamboyant  Austra- 
lian who  fancies  himself  as  Campbell's 
"Top  Spoon" — wielded  a  very  big  knife. 
He  shuttered  or  sold  20  plants  world- 
wide, got  rid  of  roughly  15.5'  '  of  Camp- 
bell's 51,700-odd  work  force,  and  yanked 
unprofitable  product  lines  off  store 
shelves.  The  crash  diet,  though  painful, 
is  paying  off:  Campbell's  profits  have 
become  the  second  fastest-growing  in 
the  food  industry,  behind  Kellogg  Co. 
More  good  news:  The  Dorrance  family 
rebellion  has  subsided.  On  May  31,  two 
dissident  family  members,  Dorrance  H. 
"Dodo"  Hamilton  and  Hope  "Happy" 
van  Beuren,  sold  off  2  million  shares  to 
neutral  institutional  investors.  Now. 
Dorrance  traditionalists,  who  hired  John- 
son away  from  Gerber  Products  Co., 
hold  sway. 

PENNY-PINCHING.  So  the  ever-frugal 
Johnson  can  rest  easy,  right?  Only  at  his 
own  peril.  True,  his  cost-cutting  blitz  has 
delivered  a  stunning  profit  re- 
bound: Campbell's  net  profits 
hit  S316.8  million  for  the  nine 
months  ended  on  Apr.  28,  up 

I  31'  over  the  year-ago  period. 

I  Wall  Street  is  looking  for  bang- 
VI])  profits  for  the  year,  and  for 
fiscal  1992  as  well  (chart).  Since 

1  late  last  year,  Campbell  stock  has 
appreciated  some  78' ' .  But  there's 
concern  that  Johnson's  penny- 

'  pinching  ways  may  hurt  Campbell 
over  the  long  haul.  It's  one  thing 
10  take  a  machete  to  Campbell's 
liioated  overhead.  It's  quite  anoth- 
er to  fashion  a  workable  product 
and  marketing  strategy-  that  will 
carry  Campbell  beyond  its  maturing 
soup  franchise. 
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What's  especially  disconcerting  is  that 
Campbell's  profit  gains  have  been  ac- 
companied by  anemic  sales  numbers— a 
1.9' f  gain,  to  S4.86  billion,  in  this  fiscal 
year's  fii'st  nine  months.  Sadly,  that 
lackluster  revenue  growth  is  likely  to 
continue.  During  the  '80s,  demand  for 
Campbell's  soup  lines,  accounting  for 

■  Johnson  is 
being  more 
cautious  in  rolling 
out  products — 
maybe  too 
cautious 


AT  CAMPBIU  S<'"5 
SAIES  GROWTH  CO 


REVENUES 


50%  of  operating  profits,  grew  by  @ 
than  1'"'  on  average,  though  a  2'"^  jn' 
seems  likely  this  year. 

If  Johnson's  turnaround  is  to 
he'll  have  to  add  much  more  oomph 
that  to  Campbell's  tepid  sales.  A  ti 
building  manager  who's  fond  of  ta 
executives  on  wilderness  trips,  Johi 
pulled  off  a  smart  turnaround  at  Gei  ■  j 
The  baby-food  maker  needed  ser 
pruning  after  a  failed  diversifica 
But  some  wonder  whether  the  58-\ 
old  Johnson's  vision  extends  be; 
cost-cutting.  He's  "more  of  a  turnan 
guy  than  a  long-term  manager," 
William  Leach,  an  analyst  with  Dot 
son.  Lufkin  &  Jenrette  Securities  G 
TRIGGER-HAPPY?  A  case  in  point,  crlv^ 
say:  Johnson  has  been  too  quick  to 
new  products.  "We  had  a  lot  of  ac 
out  there  that  would  have  taken  5  t 
years  to  grow.  What  do  you  do  w  p., 
you've  taken  the  acorns  out'?"  ask 
Gordon  McGovern,  Johnson's  much-i 
cized  predecessor,  who  resigned  in 
1989  after  a  barrage  of  barbs  from  ' 
Street. 

McGovern  was  never  coy  about  g 
bling  millions  on  product  innovatioi 
and  a  few  were  sn 
hits.  The  compa 
Great  Starts  break 
meals  scored  big 
the  frozen  food 
gory,  and  its  Pi 
spaghetti  sauce  lir 
now  gaining  on 
ket     leader  Re 
Overall,  though, 
Govern's  new-proi 
fling,  which  prod' 
some  214  new  it 
from  1985  to  1989, 
a  bust.  He  also  m( 
the  company  into  ( 
y  failures  in  fi 
food  such  as  sa 
and  mushrooms.  J' 
son,  by  contrast, 
quickly  killed 
profitable  new  li 
such  as  Campb 
microwaveable  S' 
and-sandwich  dii 
known   as  Soi 
Combos. 

Johnson  is  tal 
a  more  cautious 
proach  to  product 
velopment,  too.  S 
January,  the  cor 
ny  has  introduce( 
new  products  or 
extensions,  inclu( 
only  four  new  so 
according  to  resea 
er  Marketing  Inl 
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  EST   J- 


THE  CORPOF 


UIX 


;:!01 


DAW  COMPANY  REPORTS:  BW; 


You  concentrate  on  your  thoughts, 
let  Olympus  take  the  notes. 

When  thoughts  come  taster  than  you  can  remember  them,  pick  up  an  Olympus 
Pearlairder.  You'll  find  a  recorder  with  clarity  that  leaves  no  margin  for  error. 

The  Olympus  Pearlcorders.  From  the  people  who  invented  the  Microcassette, 
they're  a  very  good  way  to  hear  yourself  think. 

Call  1-800-221-3000,  ext.  42  for  a  free  Taping  Tips  brochure.  Or  write 
Olympus  Corporation,  Crossways  Park,  Woodbury,  NY  11797-2087. 

OLYMPUS 

Pearlcorder 

MICROCASSCTTC RECORDERS 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


CALL        IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

BSL  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg.l70(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 

■It    E«luo«tlenflil  AMistano*  Ltd.» 

P  O  BOX  3021  •  GLEN  ELLYN.  ILLINOIS  60138 


For  More  Details 
Call  708-690-0010 
Peter  Roskam 
Executive  Director 
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NOW,  FOR  USAIR'S 
NEXT  TRICK . . . 


The  red  ink  is  under  control — but  giant,  expanding  rivals  aren't 


As  far  as  Seth  E.  Schofield  is  con- 
cerned, the  worst  is  over  for 
uSAir  Group  Inc.  Sure,  the  com- 
pany lost  a  staggering  $662  million  on 
operations  over  the  last  five  quarters. 
But  horrific  delays  have  been  replaced 
by  the  industry's  second-best  on-time  av- 
erage. Lost  bags  aren't  the  problem  they 
once  were.  A  river  of  red 
ink  has  turned  into  a 
stream.  And  passengers 
spooked  by  the  Persian 
Gulf  crisis  are  inching  back. 

Yet  as  Schofield  takes 
over  this  month  as  chief  ex- 
ecutive officer  of  the  na- 
tion's sixth-largest  airline, 
he  faces  anything  but  easy 
going.  USAir  must  still  con- 
tend with  persistent  cost 
problems,  three  unresolved 
labor  contracts,  and  grow- 
ing competition  in  its  core 
markets.  The  carrier  has 
had  to  shrink  to  survive  in 
an  industry  increasingly 
controlled  by  giants.  Scho- 
field's  unenviable  task  is  to 
discover  a  way  to  resume 
growth  profitably. 

Most  of  USAir's  problems 
stem  from  the  1987  acquisi- 
tions of  Piedmont  Aviation 
Inc.  and  Pacific  Southwest 
Airlines.  USAir  lost  money 
hand  over  fist  on  PSA's  West  Coast  oper- 
ations. Piedmont,  meantime,  produced 
an  enormous  scheduling  snarl  and  ser- 
vice nightmares.  Absorbing  the  two  add- 
ed $333  million  in  annual  labor  costs. 
BRAKE  MAN.  Indeed,  from  1988  until  the 
end  of  last  year,  the  airline's  costs  grew 
'by  16%,  compounded  annually,  while  its 
revenues  grew  by  only  T/c.  That,  coupled 
with  a  slumping  economy  in  its  North- 
east core  markets,  left  USAir  dangerous- 
ly exposed  when  the  gulf  crisis  hiked 
fuel  prices  and  slowed  revenue  even  fur- 
ther. Profits  collapsed  in  a  heap. 

Schofield,  however,  has  wielded  the 
ax.  In  the  months  leading  up  to  his  pro- 
motion, USAir  closed  various  facilities 
and  grounded  planes  while  announcing 
7,000  furloughs,  affecting  14%  of  the 
v/ork  force.  It  deferred  orders  for  28 
Boeing  Co.  jets  and  deserted  expansion 


plans  for  Cleveland  and  Baltimore.  Most 
important,  it  retreated  from  most  of 
PSA's  old  West  Coast  routes,  where 
USAir  was  getting  bludgeoned.  Besieged 
by  low-cost  discounter  Southwest  Air- 
lines Co.,  the  California  routes  contribut- 
ed only  9%  of  USAir's  $6.1  billion  in  1990 
revenue  while  heap- 


uig  on  -lb' f  ot  Its  .^.j4Z  miHion  operatmg 
loss.  Says  Schofield:  "We  had  to  do  what 
we  had  to  do." 

The  moves  unwound  much  of  a  strate- 
gy devised  by  Schofield's  predecessor, 
USAir  Chairman  Edwin  I.  Colodny.  While 
Colodny,  a  Harvard-educated  lawyer,  set 
the  company  on  a  track  to  become  a 
truly  national  carrier, 
he  has  been  criticized 
widely  for  his  handling 
of  the  mergers.  Scho- 
field, 51,  has  been  with 
the  airline  since  he 
hired  on  as  a  17-year-old 
baggage  handler.  The 
gruff  New  Englander 
never  earned  a  college 
degree  and  considers 
himself  harder-edged 
than  Colodny.  "He's  ba- 
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USAIR'S 
PROFIT  PLUNGE 


▲  MILLIONS  OF  DOLLARS 


sically  a  much  nicer  person  than  I  an;' 
Schofield  says.  "I  am  less  tolerant  f 
lackluster  performance." 

Whipping  USAir  into  shape  will  take  J 
the  toughness  Schofield  can  summ(|. 
Because  it  is  largely  a  short-hop  call- 
er— making  an  inordinate  number  f 
takeoffs  and  landing.s — USAir  will  \. 
ways  have  higher  costs  relative  to  o|* 
ers.  In  good  times,  it  makes  up  for  tlii 
by  charging  higher  fares  for  the 
tance  traveled.  But  if  costs  creep  up 
fares  come  under  pressure  from  com^f 
tition,  profits  can  shrink  quickly.  Heajf 
discounting  by  carriers  such  as  Midw|; 
Airlines  and  Eastern  Air  Lines  Inc.  dp 
astated  USAir's  earnings  last  year, 
before  the  gulf  crisis.  ' 
Eastern  is  gone,  and  Midway  has  * 
treated,  but  Continental,  Northwe;i 
United,  Delta,  and  Ame- 
can  are  all  expanding 
gressively  in  USAir's  tra-^ 
tiona!  East  Coast  markejti 
Schofield  insists  improvi 
service  will  allow  for  hii 
fares,  and  he  has  launchi 
a  $50  million  corporate  1 
campaign — USAir's  fiit 
ever — to  burnish  its  imajk. 
Since  rivals  also  have  gdpi 
service  and  stronger  fi*j 
qaent-flyer  progranl^' 
though,  USAir  will  likeir 
have  to  compete  on  pri 
anyway. 

TOUGH  TALKS.  Cost  COntri 
then,  is  crucial.  And  thou 
Schofield   reined  in 
penses  markedly  in  the  fill 
quarter,   upward  pressu 
on  costs  is  extreme.  (M 
banker  who  has  workf 
with  USAir  says  its  airplai* 
financing  costs  jumped  l| 
30%  to  50%  recently.  As  * 
labor,  the  new  chief  hof^! 
to  win  work-rule  concessions  in  opki 
contract  talks  with  his  machinists,  fligjli' 
attendants,  and  pilots.  But  that  woii- 
buck  the  liberal  precedent  recently 
by  pilot  pacts  at  Delta,  United,  afe 
American.  Says  Christopher  T.  Beel, 
spokesman  for  USAir's  pilots:  "We 
pect  them  to  meet  industry  standards 
One  rival  executi? 
notes  that  USAir  is  lb 
big  to  be  a  regional  £- 
line  and  too  small  to  o 
a  major  national  carri'. 
Schofield's  challenge,  = 
he  settles  into  his  n<f 
chief  executive's  chj;, 
is  to  rediscover  just  f 
actly  where  usAir  fit'| 
By  Michael  On^ 
and    Seth    Payne  f 
Arlington.  Va. 
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THE  CORPOR/ii| 


NOT  SURPRISINGLY 
OVER  HALF  OF  OUR 

NEW  SALES  CAME  FROM 

PEOPLE  WHO  WERE  ALREADY  SOLD. 


Last  year  atMutm] 
Of  New  York,  a 
rather  overwhelm- 
ing 70%  of  our  new 
sales  came  from 
our  existing  clients. 
How  to  explain  such  uniform  satisfaction 
with  one  life  insurance  company^  Might 
we  politely  suggest  that  you  ask  one  of  our 
clients.  Apparently  they  are  less  than  reti- 
cent about  sharing  their  opinions  evi- 
denced by  the  thousands  of  policies  we've 
sold  to  people  they  referred  to  us.  Of  course, 
for  the  sake  of  brevity  and  convenience,  you 
may  just  want  to  continue  reading. 

WE'VE  EARNED  OUR  CLIENTS 
148  YEARS  OF  UNINTERRUPTED 
DIVIDENDS.  AND  54,057  NIGHTS 
OF  UNINTERRUPTED  SLEEP. 


From  the  time  Mutual  Of  New  York  sold  the 
nation's  first  mutual  life  insurance  policy  in 


1843,  through  Civil  War  and  World  Wars, 
depressions,  recessions  and  in  times  of 
prosperity,  Mutual  Of  New  York  has  return- 
ed a  dividend, Each  year,  for  148  consecutive 
years.  And  most  importantly  to  our  current 
clients,  for  this  year  as  well. 

A  LONG  HISTORY  OF  INDUSTRY  FIRSTS. 

Our  tradition  of  innovative  thinking  has 
played  a  significant  role  in  keeping  Mutual 
Of  New  York  a  step  ahead  of  history.  From 
becoming  the  first  American  company  to 
return  a  dividend  on  a  mutual  life  insurance 
policy,  to  being  first  to  issue  a 
policy  to  a  woman.  Later,  we 
became  the  first  mutual  company 
to  offer  endowment  policies  and 
annuities.  It's  that  kind  of 
thinking  that  continues  to  pay 
dividends  for  our  clients  today. 

In  fact,  last  year  at  Mutual  Of  »»^ 
New  York,  our  life  insurance  in  force 
increased  8%  to  $67  billion.  Our  assets 
under  management  grew  6%  to  $23.1 
billion.  And  our  revenues  were  up  6%  to 
$4.6  billion.  A  lot  of  dry  numbers  that  add 
up  to  one  remarkable  fact :  At  148  years  of 
age,  we're  still  growing.  For  more  informa- 
tion, call  us  at  1-800-473-6669. 


4* 


Mutual  Of  New  York 
mony  for  life 
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Isn't  it  time  you  got  comfortable 
with  advanced  technology? 


Introducing  the  new  Ford 
Roomier.  Better  handling. 

Its  even  roomier,  quieter  interior  welcomes 
and  surrounds  you  with  driver  friendly  con- 
trols and  easy-to-read  gauges.  Its  trunk  is  the 
largest  in  its  class.  But.  below  all  the  comfort 
and  convenience  is  the  diamond-hard  tech- 
nology that  separates  the  new  1992  Ford 
Crown  Victoria  from  the  rest. 

Other  cars  don't  measure  up. 

I'ho  Crown  Victoria  is  the  only  car  in 
its  ck  <  that  offers  an  Anti-lock  Braking 
Syster  .  ( ABS)  with  Traction  Assist.  While 

Buckle  up-togeiher  ue  f;an  save  lives. 


Crown  Victoria. 
More  fuel  efficient. 


ABS  keeps  your  wheels  from  locking  up  uegti^ 
during  hard  braking.  Traction  Assist  uses  Al  V^oo) 
technology  to  keep  rear  wheels  from  spinimi  ^^^^ 
on  slippery  surfaces.  t:5£ 
Speed  sensitive  steering,  another  unique  G  j„ 
feature,  improves  road  feel  at  highway  speei. 
Crown  \'ictoria  also  gives  you  the  added 
safety  of  a  driver's  air  bag  supplemental 
restraint  system,  standard.  " 

More  powerful.  More  fuel  efficient.  m 

A  new  \'-8  engine  brings  a  new  level  of 


;r  to  the  Crown  Victoria.  Add  to  it  th^ 
lology  of  Overhead  Cam  design  and 
ential  Electronic  Fuel  Injection,  and  i 
^e  got  the  most  advanced  engine  in  its 
;  more  power  that's  also  more  fuel  effi- 
.  (18  EPA  est.  city  MPG,  25  EPA  est.  hwy. 
.]  An  excellent  mix  for  the  90's. 

ir  road  manners. 

irt  up  the  powerplant  and  start  moving. 
1  find  its  newly  designed  suspension 
ides  more  precise  handling  and  a  more 
dent  ride.  A  definite  step  up  for  the  full 
:ar. 


Ford.  The  best-built  American  cars... 
ten  years  running. 

This  is  based  on  an  average  of  consumer- 
reported  problems  in  a  series  of  surveys  of  all 
Ford  and  competitive  '81-'90  models  designed 
and  built  in  North  America.  At  Ford,  "Quality 
is  Job  1!' 


New  Crown  Victoria 


s 


WINNERS 

The  Best  Product  Designs  of  the  Year 


I  very  day  around  the  world,  corporations  do  battle. 
There  are  many  ways  of  separating  the  winners 
I  from  the  losers — return  on  investment,  return  on 
equity,  price-earnings  ratio — but  perhaps  none  captures 
the  spirit  of  a  company  as  well  as  its  attention  to  design. 
Innovative  product  designs  invariably  mirror  companies 
that  are  confident,  ambitious,  and  highly  competitive. 
Thoughtful,  useful,  friendly  products  reflect  companies 
that  stand  by  what  they  make,  not  merely 
what  they  advertise. 

Recently,   business   has   grown  in- 
creasingly aware  that  design  sells 
U.  S.  companies,  in  particular,  are 
rediscovering  that  good  design 
translates  into  quality  prod- 
ucts,  greater   market  share, 
and  heftier  profits. 
OLYMPIAD.  Reflecting  design's 
growing  importance,  contests 
have  become  an  important  part 
of  the  European  and  Japanese 
corporate   landscapes.   Now,  to 
celebrate  design  achievement  in 
America,  BUSINESS  WEEK  is  sponsor- 
ing the  annual  Industrial  Design  Excel-  "//^ 


lence  Award  (IDE.4)  program  conducted  by 

the  Industrial  Designers  Society  of  America.         ^^'^  the  industr*'^^^ 

For  1991,  690  corporations  and  design  firms  competed 
f>r  ilJE.A.  prizes  in  10  categories  and  53  subcategories.  Of 
the.-'e  entries,  20  were  selected  by  an  independent  jury  as 
the  y<>a>"s  best.  They  got  gold  awards,  while  42  runners-up 
received  silver  and  54  others  won  bronze.  A  complete  list 
of  I:,    e  116  winners  appears  on  page  82. 

Two  br-oad  messages  can  be  gleaned  from  this  year's 
IDEA  winners.  The  most  important  is  that  taking  chances — 
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launching  out  in  new  directions — is  still  a  strong  part  o: 
industrial  design  in  America.  Whether  it's  a  superco: 
puter  by  nCUBE  or  a  brash  new  wetsuit,  breaking  the  moL 
is  still  an  American  talent  that,  if  anything,  is  getting' 
stronger.  A  second  message  emanating  loud  and  stron 
from  the  1991  winners  is  that  some  of  the  best  desigi 
work  is  shifting  away  from  industries  of  tradition 
strength  to  new  fields.  These  design  trends  clearly  reflec 
the  churning  now  under  way  in  the  America 
economy,  and  those  trends  are  tea  leave 
worth  reading. 

BLOWN  AWAY.  Products  for  profe 
sionals,  for  example,  ran  awa 
with  this  year's  top  prizes.  Th 
business  and  industrial  categ 
ry  (which  includes  computer 
and  office  equipment)  togethe 
with  the  medical  and  scientifi 
group  swept  30%  of  the  gol 
awards. 

For  a  product  that  challenge 
all  the  stereotypes,  nothing  bea 
the  "Brick."  A  modular  person 
computer  designed  and  built  by  tw 
small  companies,   it  blows  away  th(j 
standard  image  of  a  boring,  beige  plastii 
PC.  "It  represents  some  of  the  best  of  wha 
we  saw,"  said  juror  Arnold  Wasserman,  dean  of  the  schooj- 
of  art  and  design  at  Pratt  Institute  in  Brooklyn,  N.  Y.  'T 
was  at  once  elegant  and  rugged,  sophisticated  and  busi| 
nesslike,  fun  and  serious,  a  high-performance  tool  and  ar 
artifact  of  personal  delight." 

Much  of  the  freshest  design  work  came  from  relativeh 
small  shops,  such  as  Ziba  Design,  ID  TWO,  and  Marc  Harri 
son  Associates.  Similarly,  many  of  the  winning  product; 


a 
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■e  built  by  small  cotnpa- 
;  such  as  Althin  CD  Medi- 

in  Portland,  Ore.,  Acu- 
in  Mountain  View, 
if.,  and  Thinking  Ma- 
les in  Cambridge,  Mass. 
ree  of  the  pressure  from 
16  central  marketing  de- 
tments,  which  frequently 
linate  design  decisions  in 

corporations,  these  de- 
lers  and  entrepreneurs 
6  able  to  depart  from 
;  industry  conventions, 
iliance — in  everything 
n  the  choice  of  new  ma- 
als  and  new  methods  of 

struction  to  dazzling  aesthetics  and  pioneering  ergo- 
lics — is  clearly  bubbling  up  from  a  deep  pool  of  talent 
hese  small  design  shops  and  new  ventures, 
ot  that  big  companies  didn't  also  excel  in  innovative 
!gn  this  year.  One  of  the  most  discussed  and  most 
lired  gold  award  winners  was  Digital  Equipment 


NCUBE  2  SUPERCOMPUTER 
FROGDESIGN 
BRONZE  MEDAL, 
BUSINESS  &  INDUSTRIAL 


SH  TRACKS  ROLLER  SKATES 
1ER-PRICE  DESIGN  GROUP 
)NZE  MEDAL, 
ISUMER  PRODUCTS 


Corp.'s  simple  plug-and-play 
network  computing  system. 
The  company's  in-house  de- 
signers came  up  with  the 
idea,  sold  it  to  management, 
and  proceeded  to  design  a 
highly  flexible,  easy-to-use 
series  of  low-cost  products 
with  an  elegant  image  that 
dec's  competitors  seem  sure 
to  copy.  Good  design  is  in- 
frequent, but  great  design 
for  back-office  products  is 
downright  rare.  "Some  of 
the  best  design  is  going  on 
behind  the  scenes,"  says 
Pratt's  Wasserman. 
Even  IBM,  not  known  for  smart  computer  design  in 
recent  years,  came  up  with  a  terrific,  robot-looking  com- 
puterized cart  for  diagnosing  what  ails  cars.  Designed  for 
use  in  greasy,  crowded 
garages,  the  7785  Ser- 
vice Bay  System  is  half 
computerized  brain  and 
half   heavy  industrial 
machine,   with  strong 
handles  and  wide-stance 
wheels  that  can  navigate 
over  a  rough  garage 
floor  like  a  Land  Rover. 
It  looks  as  tough  as  it  is. 

TAKE   YOUR   PICK.  "Of 

mice  and  pen"  might  de- 
scribe the  many  comput- 
er-input devices  that 
won  silver  and  bronze 
awards.  Take  your  pick: 
rollerballs,  trackballs,  a 
pen-based  laptop,  a 
mouse,  even  a  tiny 
thumb  trackball  that 
clips  to  the  side  of  a  lap- 
top. These  winners  reflect  the  many  new  ways  that  people 
are  interacting  with  their  computers. 

Making  its  first  appearance  this  year  as  one  of  six 
design  criteria  evaluated  by  the  IDE.\  committee  was  "so- 
cial impact."  In  an  era  already  devoted  to  environmental- 
ism  and  recycling,  this  category  was  more  than  a  simple 
nod  to  political  correctness. 

For  example,  two  gold  winners,  the  Dodge  Neon  con- 
cept car  and  the  Vivitar  EC035  camera,  were  designed 
from  the  point  of  view  of  environmental  impact.  The 


LA  CROIX  SPARKLING  WATER 
DESIGN  CO. 
GOLD  MEDAL, 

COMMUNICATION  GRAPHICS 


DESIGN  AWARDS 
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STINGRAY  TRACKBALL 
MATRIX  PRODUCT  DESIGN 
SILVER  MEDAL, 
BUSINESS  &  INDUSTRIAL 

Dodge  Neon  won  because  it  emphasized  recycling  as  well 
as  fuel  efficiency.  Paradoxically,  the  Vivitar  EC035  took  a 
gold  because  it  was  the  opposite.  The  EC035  is  a  reusable 
throw-away  camera — an  oxymoron  in  concept,  though  not 
in  application.  For  about  SIO,  it  comes  loaded  with  film 
and  can  be  used  just  once,  like  other  disposable  cameras. 
Or,  for  those  concerned  about  our  throw-away  culture,  the 
tiny  camera  can  also  be  reloaded 
and  used  again  and  again.  "'This 
was  the  ideal  gold  prize  for  1991," 
said  Tucker  Viemeister,  vice-presi- 
dent of  Smart  Design  Inc.  in  New 
York  and  one  of  the  jurors. 
DETROIT  SPUTTERS.  Pure  imagina- 
tion turned  out  to  be  one  of  the 
strongest  design  forces  in  this 
year's  IDEA  contest.  "Concept" 
models,  developed  both  by  stu- 
dents and  professional  designers 
simply  to  explore  new  approach- 
es, captured  40%  of  the  golds.  In- 
deed, in  testament  to  the  nonstop 
dynamism  in  the  computer  indus- 
tiy,  concept  computers  are  now 
joining  concept  cars  in  the  design 
world  as  mechanisms  of  inspira- 
tion for  future  products.  Tandem 
t'omputers  Inc.  won  a  gold  for  a 
new  concept  that  dramatically 
shrinks  the  size  of  its  computers 
v.  hiie  \>KC  received  its  second  gold 
for  large-screen  projector  that 
uses  a  iiqu id-crystal  display.  One 
studen:.  'm  a  grant  from  Nynex 
Corp.,  wt  a  gold  for  a  fresh  ap- 
proach to  drive-up  suburban  pub- 
lic phones.  Another,  sponsored  by 


SUSHI  PHONE 

ANDERSON  DESIGN  ASSOCIATES 
SILVER  MEDAL, 
DESIGN  EXPLORATIONS 
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THIS  YEAR'S  BIG  WINNERS 


ID  TWO 

FROGDESIGN 

MATRIX 

AMBASZ 

S.  G.  HAUSER 

ZIBA 

ANDERSON  DESIGN 
FITCH 

RICHARDSONSMITH 
LUNAR  DESIGN 


IBM 

STEELCASE 
APPLE 
COSTAR 
DEC 

FISHER-fRICE 
GRID 
KNOLL 
LOGITECH 


IBM,  created  a  model  for  a  chin-controlled  pointer  tha 
enables  the  physically  impaired  to  use  computers. 

Despite  the  strong  showing  in  concept  cars,  however 
Detroit  fell  flat  on  its  face  when  it  came  to  the  real  world 
"I  was  rather  startled  not  to  find  a  single  production  ca' 
worthy  of  being 
picked  as  a  win- 
ner," says  Ger- 
ald Hirshberg, 
vice-president  of 
Nissan  Design 
International  in 
San  Diego  and 
chair  of  the  idea 
jury.  "All  the 
cars  seemed 
without  souls 
and  overcau- 
tious. The  prod- 
ucts fell  back  into  safe  and  boring 

This  contrast  between  award-winning  visualization  an^ 
tepid  execution  bodes  ill  for  Detroit.  The  1991  IDE.A  result 
suggest  that,  somewhere  betwee' 
design  and  production,  the  vitalit 
is  being  squeezed  out  of  Amer 
ca's  motor  industry 
POSTMOD  POST-MORTEM.  The  samP'^s 
flatness  was  found  in  consume 
products.  Only  10%  of  the  gold 
were  awarded  in  this  categorj 
Many  of  the  appliances,  TV,  ani 
hi-fi  systems  entered  in  the  cor 
test  had  the  Bauhaus  look  of  1( 
year-old  Braun  coffee  makers,  a( 
cording  to  the  jurors.  There  wa 
little  that  was  new.  Many  proc 
ucts  had  the  wiggles  and  wave 
of  postmodern  decoration.  "ll 
looks  as  if  many  designers  lo: 
out  to  the  vice-presidents  of  ma: 
keting  and  engineering,"  say| 
Wasserman.  who  believes  thii 
was  true  in  other  categories  a| 
well.  "They  were  reduced  to  a] 
plying  the  decorative  emblems  o 
design,  not  doing  the  real  thing.' 

Not  Bill  Moggridge  and  hi 
team  at  id  two.  With  two  gold; 
four  silvers,  and  two  bronzes,  I 
TWO  swept  the  contest  in  both  cri 
ativity  and  versatility.  It  wo) 
awards  for  medical  equipmen' 
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WOODZIG  POWER  PRUNER 
ZIBA  DESIGN 
SILVER  MEDAL, 
CONSUMER  PRODUCTS 


nputers,  concepts — and 
n  a  window  blind, 
n  June,  ID  TWO  announced 
/as  merging  with  two  oth- 
hot  West  Coast  design 
ises,  Matrix  Product  De- 
n,  winner  of  four  awards 
1  David  Kelley  Design. 
3  does  the  mechanical  en- 
eering  for  some  of  the 
it  design  consultants  in 
con  Valley.  Both  ID  two 
i  Matrix  have  worked 
sely  with  dkd  in  the  past, 
1  now  the  three  will  form 
;o-,  a  100-person  product- 
^elopment  group  whose  client  list  will  include  Apple 
Tiputer,  Ford,  Worlds  of  Wonder,  and  Minolta. 
)espite  the  recession,  23%  more  corporations  and  design 
ns  entered  the  1991  IDEA  contest  than  last  year.  To  be 
rible,  designers  who  are  U.  S.  citizens,  permanent  resi- 
its,  or  people  overseas  who  are  members  of  the  IDSA 
1  to  have  their  products  introduced  into  the  marketplace 
ween  Feb.  25,  1989  and  Feb.  25,  1991.  Each  entrant  sent 
ihoto  of  the  product  and  filled  out  an  entry  form.  The 
rants  were  then  scored  by  the  jurors  on  six  criteria: 
ovation,  benefit  to  the  manufacturing  client,  benefit  to 
'  customer,  materials  and  production,  appearance,  and 
'ial  impact. 

ET  THE  JURY.  The  consumer  products  category  had  the 
St  entrants,  with  152.  Business  and  industrial  products 
i  130,  communication  graphics  76,  furniture  61,  and 
dical  and  scientific  57.  The  transportation  category  had 
t  20  entrants. 

'n  the  first  half  of  the  process,  the  entrants  were 
Iged  by  a  juror  with  particular  expertise.  Hirshberg 

handled  the  transpor- 
tation, consumer  ap- 
pliances, and  medical 
and  scientific  catego- 
ries. Wasserman 
judged  the  business 
and  industrial  equip- 
ment group.  Viemeis- 
ter  scored  consumer 
products,  research, 
commercially  funded 
design  explorations, 
and  unfunded  design 
explorations.  Dianne 
Pilgrim,  director  of 
the  Cooper-Hewitt 


AAN  MILLER 
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Museum  in  New  York, 
judged  environmental  de- 
sign. William  Stumpf  of  Wil- 
liam Stumpf  &  Associates  in 
Minneapolis  judged  furniture 
and  consumer  housewares. 
David  Frej,  president  of  Chi- 
cago's INFLUX  Co.,  did  com- 
munication graphics,  and 
Charles  Burnette,  chairman 
of  the  industrial  design  de- 
partment of  the  University 
of  the  Arts  in  Philadelphia, 
was  responsible  for  the  stu- 
dent categories. 

The  top  scores  were  then 
pulled,  resulting  in  189  finalists.  At  this  point,  the  whole 
jury  was  convened,  and  all  the  entrants  were  discussed. 
Several  were  bumped  up  to  gold,  several  were  knocked 
down  a  peg,  and  a  few  were  eliminated  entirely.  The 
whole  process  took  three  days. 

There  are  many  dramatic  stories  behind  the  winning 


MOUSEMAN  PACKAGING 
FROGDESIGN 
SILVER  MEDAL, 
COMMUNICATION  GRAPHICS 

products.  How  did  the  designers  come  up  with  their  ideas? 
What  battles  did  they  fight?  Who  got  the  credit — and  who 
didn't?  To  get  at  least  some  of  the  answers  to  these 
questions,  BUSINESS  WEEK  arbitrarily  selected  eight  gold 
winners,  one  silver,  and  one  bronze  for  a  closeup  look. 
Each  of  the  following  10  examples  tells  a  tale.  Each  has 
its  own  poignancy.  But  together,  they  add  up  to  the  story 
of  Design  1991. 

Bi/  Bruce  Nussbaum  in  New  York 
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DATA:  INDUSTRIAL  DESIGNERS  SOCIETY  OF  AMERIU 


V,  THAT'S  PORTABLE 


PERSONAL  COMPUTER 
DESIGN  GROUP 
ESS  &  INDUSTRIAL 


I; 


n  a  market  cluttered  with 
look-alike  computers,  the 
Brick  breaks  nearly  all  the  rules, 
its  rugged  looks,  distinctive  shape,  unusual  materials, 
jwerful  486-microchip  wallop,  it  brings  new  meaning  to 
3rd  "portable." 

k  in  1988,  Tom  Spalding,  president  of  tiny  Ergo  Comput- 
c.  in  Peabody,  Mass.,  was  making  the  HummingBoard, 

allowed  artificial-intelligence  programs  to  be  run  on 
ely  inexpensive  personal  computers.  Like  many  people 
se  portable  computers,  Spalding  found  himself  lugging  a 

between  home  and  office,  squinting  at  the  small  screen, 
iting  the  cramped  keyboard. 

using  batteries  and  making  the  whole  computer  porta- 
)u  had  to  make  certain  compromises,"  recalls  Spalding. 

to  thinking:  What  if  you  didn't  have  to  carry  around  the 
1  or  the  keyboard  or  even  the  batteries?  What  if  you  just 
the  central  processing  unit  portable?  If  you  did  that,  you 
really  boost  the  power." 

Iding  then  called  on  an  old  friend,  Jim  Bleck,  whose 
tancy,  Bleck  Design  Group,  was  in  nearby  Chelmsford, 
along  with  Scott  H.  Wakefield  and  John  E.  Thrailkill, 
led  a  hybrid  PC/laptop.  They  created  a  four-part  modular 
system  that  breaks  from  the  standard  industry 
look  of  either  a  PC  or  laptop.  It  includes  a  slim, 
stand-alone  screen;  a  big  keyboard  that  can 
be  fine-tuned  to  the  touch  of  the  individual 
user;  a  central  processing  unit,  which  pack- 
ages the  processor,  memory,  and  hard  disk; 
and  a  docking  station.  The  Brick's  power  supply 
1  the  floor. 

the  components  connect  to  the  docking  station.  Just  plop 
Brick,  and  you're  ready  to  compute.  Put  a  dock,  any 
ird  screen,  and  keyboard  plug-in  in  both  your  office  and 
lome,  and  all  that  gets  transported  is  the  "brain." 
I  a  special  brain  it  is:  Bleck  used  aluminum,  not  plastic, 
;  housing.  The  metal's  thermal  conductivity  does  away 
he  need  for  a  fan,  except  in  a  particularly  hot  place.  The 
has  a  small  fan,  but  it  rarely  runs,  and  the  machine  is 
lly  silent. 

de,  there  are  510  megabytes  of  hard  disk  and  32  mega- 
of  random-access  memory — power  rarely  seen  in  lap- 
The  Brick  weighs  about  8.4  pounds  and  measures  7.9 
;  by  11.3  inches.  Most  notebook  computers  are  bigger, 
lly  SV2  inches  by  11  inches,  though  at  2  inches,  they  are 
;r  than  the  Brick's  3.3  inches. 

Brick  also  rejects  the  standard  beige  PC/laptop  surface 
A.  speckled,  dark-gray  paint  gives  it  a  granite-like,  indus- 
)ersonality.  All  in  all,  the  Brick  is  like  no  computer  ever 
before. 

By  Bruce  Nussbaum  in  New  York 
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TURNING  REHAB 
INTO  PLAY 

TADPOLE  EXERCISE  SYSTEM 
DESIGNER:  TUMBLE  FORMS 
MEDICAL  &  SCIENTIFIC 

I  ost  physical-rehabilita- 
Ition  equipment  is  cold 
and  intimidating,  with  gray 
leather  straps  and  metal 
poles.  But  the  Tadpole  is  just 
the  opposite — bright  colors 
and  soft  textures. 

Since  the  mid-1970s.  Tum- 
ble Forms  Inc.  has  made 
equipment  for  children  who 
aren't  ambulatory  because  of 
cerebral  palsy,  spina  bifida, 
or  some  other  motor  dysfunc- 
tion. Its  products  include  car 
seats,  supportive  wedges, 
and  log  rolls. 

This  time,  in-house  design- 
er Kristine  Wohnsen  created 
a  modular  series  of  shapes 
that  fit  together  in  different 
ways  for  different  exercises. 


Go. 


The  set  includes  a  molded 
base,  contoured  seating 
wedge,  log  roll,  two  lateral 
supports,  and  a  mirror  that 
can  also  be  used  as  a  tray. 
All  fit  into  a  single  bag  that 
can  be  transported  from 
home  to  home  by  visiting 
physical  and  occupational 
therapists.  And  all  are  cov- 
ered with  a  water-resistant 
coating. 

Its  bright  col- 
ors and  rounded 
contours  make 
the  Tadpole 
fun  to  use  and 
have  around. 
And  the  design 
doesn't  isolate  a  disabled 
child.  Sisters  and  brothers  of- 
ten join  in  to  play  during  the 
exercises — which  is  precisely 
the  kind  of  social  interaction 
parents  want  for  their  dis- 
abled children. 

By  Bruce  Nussbaum  in  New 
York 
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A  CAR  FOR  PLANET  EARTH 


DODGE  NEON 
DESIGNER:  CHRYSLER 
TRANSPORTATION 


(Kst  so-called  concept  cars  share 
the  same  concept:  to  be  faster, 
more  luxurious,  or  more  crammed  with 
f)-ee-whiz  technolojj-y.  The  Dod^e  Neon  does  something  differ- 
ent. It  takes  on  a  concept  that  Detroit  has  often  steered  clear 
of:  making  a  car  that's  environmentally  friendly. 

From  the  materials  used  to  build  it  to  its  fuel-saving 
styling,  the  Neon  was  designed  with  Planet  Earth  in 
mind.  Yet  it  was  also  developed  as  a  practical  car  for 
family  use.  "For  a  concept  car,  it  was  a  remarkably 
complete  analysis,"  says  Gerald  Hirshberg,  vice- 
president  of  Nissan  Design  International  in  San  Die- 
go, and  an  IDEA  juror.  , 

Practically  every  component  of  the  Neon  has  been,  or  can 
be,  recycled.  The  wheels  are  made  of  recycled  aluminum  cans. 
Interior  panels  are  coded  to  identify  the  type  of  plastic  used, 
for  easier  sorting  by  recyclers  when  the  car  is  scrapped. 
Moreover,  the  Neon  requires  only  S  body  panels,  vs.  10  to  16 
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tor  a  typical  car.  And  water-based  paints  eliminate  man> 
the  chemicals  used  in  paint  manufacturing  today. 

The  Neon  is  powered  by  a  two-stroke  engine.  Curre:  isw* 
under  development  by  Chrysler  Corp.  and  the  Mercury  Ma:  site 
Div.  of  Brunswick  Corp.,  the  1.1-liter  power  plant  is  comp, 
ble  in  power  and  torque  to  Chrysler's  current  2.2-liter,  f< 
stroke  model.  But  the  aluminum  two-stroke  engine  is  ei 
inches  lower  in  height,  weighs  about  407'  less,  has  183  fe 
parts,  and  contains  only  15  moving  parts.  Chrysler  e 
^0/ ^       neers  estimate  that  the  engine  alone  could  impro\ 
car's  fuel  economy  by  59'  to  109^.  Fewer  manu 
turing  steps  also  mean  less  energy  consumptioi 
the  factory. 
The  Neon  is  built  for  better  gas  mileage, 
large,  skinny  tires  and  lightweight,  carbon-fiber, 
posite  seat  frames.  Also,  special  ultraviolet-absorbing  g^ 
helps  keep  the  inside  from  overheating,  as  does  the  can 
sunroof  top.  Both  cut  down  on  the  need  for  air  condition: 
As  engineers  refined  the  design  to  save  energy,  they  dis' 
ered  that  the  alterations  paved  the  way  for  some  nice 
benefits.  To  reduce  the  number  of  body  panels,  for  exam 
they  moved  the  wheels  out  to  the  corners.  That  virtu 
eliminated  rear-quarter  panels — and  increased  the  inte 
mom.  Thus,  with  its  sunroof  and  self-stowing  rear  wind 
tlie  versatile  Neon  can  double  as  either  a  family  sedan  c 
convertible. 

In  addition,  Chrysler  designers  made  the  Neon  more 
cious  bv  making  it  taller  than  most  cars  with  a  similar  wh 
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To  make  it  easier  to  get  in  and  out,  they  made  the  front 
ack  doors  sHde  out  from  the  center,  leaving  no  blocking 
between  the  front  and  rear  seats.  To  make  trips  to  the 
market  easier,  they  added  a  pull-out  tray  in  the  back  for 
ry  bags,  so  shoppers  wouldn't  have  to  open  the  trunk 
e  they  put  the  bags, down.  And  they  took  advantage  of 
jduced  height  of  the  engine  by  placing  the  spare  tire  on 
f  it. 

FRILLS.  As  with  any  good  concept  car,  the  designers 
red  in  a  touch  of  whimsy.  The  removable  seats  and  sound 
m  are  perfect  picnic  gear.  There's  even  a  manual  trash 
ictor.  The  frills  are  minimal,  though,  in  a  car  that  aims  to 
,1  in  many  ways.  As  Thomas  C.  Gale,  Chrysler  vice- 
lent  for  product  design,  wrote  in  the  idea  91  application 

"In  the  Neon,  car  lovers  can  have  fun  driving  a  great- 
ig  contemporary  car  and  know  that  their  families  (and 
ivironment)  have  been  thought  of." 
1  it  ever  be  built?  Since  most  concept  cars  never  make  it 
the  road  intact,  don't  expect  to  see  your  local  dealer 
ng  an  optional  trash  compactor  anytime  soon.  But  don't 

the  Neon  out,  either.  When  Chrysler  Chairman  Lee  A. 
:a  announced  that  his  new  PL  small  cars  (Chrysler's 
iv  to  the  Ford  Escort  and  General  Motors  Saturn)  would 
lilt  at  the  company's  Belvidere  (111.)  plant,  he  admitted 
he  spy  pictures  of  the  PL  looked  pretty  close  to  what  the 
;hing  would  be.  And  those  spy  pictures  bore  a  strong 
iblance  to  the  Neon. 

By  James  B.  Treece  in  Highland  Park,  Mich. 


THE  INTIMATE 
COMPUTER 

GRIDPAD  TABLET  COMPUTER 
DESIGNER:  ID  TWO 
BUSINESS  &  INDUSTRIAL 

In  an  industry  dominated 
by  huge  egos  and  flamboy- 
ant personalities,  San  Fran- 
cisco design  studio  ID  two 
seems  to  keep  the  magic  go- 
ing with  even-tempered  team- 
work and  a  down-to-earth  at- 
titude. Founded  in  1979  by  a 
soft-spoken  Englishman,  Bill 
Moggridge,  the  studio's  mod- 
est quarters  are  tucked  under 
the  rafters  of  a  small  office 
building  in  the  city's  North 
Beach  Italian  quarter.  ID  two 
has  designed  everything 
from  round-necked  tooth- 
brushes and  high-tech  chairs 
to  computers.  Its  eight-tro- 
phy triumph  in  the  IDEA  1991 
competition  is  evidence  that 
the  company's  low-key  ap- 
proach pays  off  for  itself  and 
its  clients. 

ID  two's  success  is  all  the 
more  impressive  since  two- 
thirds  of  its  work  is  devoted 
to  giving  hot  marketplace  ap- 
peal to  relatively  boring  com- 
puter boxes,  telephones,  and 
medical  equipment.  One  such 


feat  of  design  alchemy  result- 
ed in  its  silver  award  for  the 
five-pound  GRiDPAD,  the  first 
of  a  growing  genre  of  pen- 
based  tablet  computers.  The 
beauty  of  this  machine,  man- 
ufactured by  Tandy  Corp. 
subsidiary  GRiD  Systems 
Corp.,  is  that  it  promises  to 
attract  a  new  group  of  tech- 
nology-averse people  to  the 
computer. 

GRiD  is  taking  aim  not  only 
at  executives  but  also  at  blue- 
collar  workers  such  as  truck 
drivers  and  inventory  takers. 
With  the  GRiD- 
PAD, they  can 
enter  data  di- 
rectly on  the 
surface  of  the 
computer  screen 
with  an  electronic 
pen  instead  of  filling  out  pa- 
per forms.  "The  trend  is  for 
computers  to  get  more  inti- 
mate," says  Moggridge. 
"They  started  out  on  the 
desk,  then  went  to  your  lap, 
and  now  have  jumped  into 
your  arms." 

OLD  PALS.  That  intimacy 
called  for  a  .sensitive  design. 
ID  two's  Christopher  Loew, 
senior  industrial  designer, 
and  Robin  Chu,  director  of  in- 
dustrial design,  worked  close- 
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Recently,  Compaq  significant! 
'reduced  prices  on  its  most  popul 
personal  computers  and  PC  systems. 
Ttiis  will  have  a  tremendous  impact  on  you 
bottom  line.  And  not  because  of  cost  alone. 

Our  new  prices  mean  there's  nothing  now  standing  between  you 
and  the  high  performance  of  COMPAQ.  You  won't  have  to  make  do  with 
compromise  instead  of  the  COMPAQ  PC  you  want. 

Our  new  prices  also  mean  you  can  afford  to  let  all  your  users  woij 
with  the  PCs  that  simply  work  better. 

COMPAQ  PCs  deliver  optimal  performance,  so  your  users  will  spen 
less  time  waiting.  And  more  time  working. 

Our  PCs  endure  relentless  reliability  tests,  so  downtime  is  reduced 
And  as  we  all  know,  downtime  means  money 

COMPAQ  PCs  also  offer  the  utmost  in  compatibility  So  you  can  spei 
your  time  working  on  business  issues,  not  computer  issues.  ;»nt 


COMPAQ,  Registered  U  S  Patent  and  Trademark  Office  ©  1991  Compaq  Computer  Corporation,  All  rights  reserved. 
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ine  reasons 


Finally,  COMPAQ  PCs  are  supported  by  one  of  the  best-trained  dealer 
^'orks  in  the  industry  Dealers  who  are  committed  to  giving  you  compre- 
;ive  computing  solutions,  not  just  computers. 

From  the  beginning,  COMPAQ  PCs  have  delivered  the  performance, 
ibility  and  compatibility  you've  asked  for.  Now,  they  also  deliver  it 
e  affordably. 

All  this  makes  quite  a  statement.  Especially  on  your  bottom  line. 

To  get  the  facts,  call  your  Authorized  COMPAQ  Computer  Dealer  for 
ing  and  product  information.  Or  call  1-800-231-0900,  Operator  161,  and 
1  mail  you  our  new  suggested  resale  prices  and  the  location  of  the  dealer 
'est  you.  In  Canada,  just  call  1-800-263-5868,  Operator  161 . 
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ly  with  grid's  in-house  design 
man,  Jack  Daly,  and  the  engi- 
neering team.  Since  the  com- 
puter would  be  cradled  in  the 
crook  of  the  arm,  like  a  clip- 
board, they  devised  a, round- 
ed black  plastic  casing  that 
made  it  more  comfortable  to 
manage. 
One  key  advantage  for  ID 


TWO  was  the  close  relation- 
ship it  already  had  with  its 
client.  The  firm  has  worked 
with  GRiD  for  11  years,  start- 
ing with  the  development  of 
GRiD's  first  portable  comput- 
er— one  of  the  earliest  in  the 
industry. 

Figuring  an  easy  storage 
place  for  the  pen,  tethered  to 


the  tablet  by  a  wire,  was  an 
especially  vexing  problem. 
Up  to  20  variations  were 
sketched.  In  the  end,  ID  two 
gave  the  computer  a  clip- 
board feel  by  devising  a  chan- 
nel around  the  side  of  the 
screen  where  the  pen  wire 
tucks  in. 
The   Museum  of  Modern 


Art  recently  selected  G 
PAD  for  its  permanent  co 
tion.  This  is  the  third  ID  ' 
product  to  make  it.  Mi 
picked  its  solar-powered 
tern  in  1989.  And  it  sele^ 
the  original  GRiD  portable 
its  collection  in  1982. 

By  Barbara  Biiell  in 
Francisco 


DARTH  VADER 
ON  THE  BEACH 

ANIMAL  WET  SUIT 
VENT  DESIGN 
CONSUMER  PRODUCTS 

It  can  be  tough  translating 
technical  jargon  into  clear 
instructions  for  a  design  proj- 
ect. Well,  imagine  discussing 
design  parameters  with  cli- 
ents whose  technical  vocabu- 
lary includes  burly  nuggets, 
gnarly  tubes,  and  pit  rashes. 

That's   why,    when  Pat 
O'Neill,  president  of  the  fam- 
ily-owned water-sport  compa- 
ny O'Neill  Inc.,  decided  to 
create  a  state-of-the-art  surf- 
ing wet  suit,  he  picked  a  pair 
of  designers  who 
needed  no  trans- 
KSMA^^        lator.  Silicon 
^^^H^^^  \'alley 
W^^H^^^      tants  Stephen 
^^^^^   Peart  and  Brad- 
'^^^       ford  Bisseli,  for- 
mer partners  in  Vent  Design, 
had  done  a  variety  of  high- 
tech jobs  for  Apple  Computer 
Inc.  and  Yamaha  Corp.  But 
that's  not  what  sold  O'Neill: 
The  tall,  tanned  Bisseli  has 
-vn  hanging  10  at  nearby 
S^uVi.H  Cruz  since  he  was  9. 

■■'  while  the  British  Peart 
j  r  'S  ;l  at  he's  "an  un-gnarly 
j  fuiK-o  jli  Limey,"  he's  an  ex- 
'■  ru  ••'  vv  "  dsurfer.  Indeed,  the 
");';';■-  r;i-  t  "board"  meeting 
■.\;--,  '.ii       Pacific  Ocean. 

(>  ••'r-:  '  .'.  I.  ited  to  make  the 
ill\\VH^^  ■■: .,T  suit  from  the 
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best  technology.  He  also 
wanted  Darth  Vader  on  the 
beach — a  suit  that  would  in- 
timidate. Mostly,  he  wanted  a 
solution  to  a  surfing  suit's 
biggest  challenge:  providing 
warmth  in  cold  water  without 
sacrificing  flexibility. 

UNIQUE  GROOVES.  Wet  SuitS 
are  generally  made  of  the 
synthetic  rubber  neoprene 
and  are  1  mm  to  8  mm  thick. 
Thicker  is  warmer,  but  the 
thicker  suits  get  impossibly 


cumbersome.  O'Neill  figured 
he  could  make  a  suit  from 
relatively  thick  neoprene  if  he 
built  bellows  into  the  high- 
flex  areas  of  the  chest, 
thighs,  and  lower  back  to 
maximize  flexibility. 

The  space-age  image  was 
easy  enough  to  impart,  but 
the  bellows  were  difficult. 
The  solution:  Mold  grooves 
into  the  material  in  the  high- 
flex  areas.  That  increases 
flexibility  without  sacrificing 


strength,  making  the  ' 
mal"  as  O'Neill  calls  the 
20%  lighter  and  27^'c 
flexible  than  wet  suits 
similar  3  mm  thickness. 

The  knees  were  a  sp- 
problem.  In  most  wet  s 
the  material  rucks,  or  bu  'V 
es  up,  when  you  bend,  wxi 
limits  motion  and  can  cut 
skin.  Animal  uses  a  "Po^ 
padz"  design  where  the 
seam  curves  in  sharply  at 
knee  to  avoid  rucking. 
TRICKLE  DOWN.  Animal  ret 
for  about  S500,  double  w 
many  wet  suits  run.  \^ 
through  O'Neill's  factory 
you  learn  why:  In  a  12-h( 
10-person  process,  the  s 
are  cut  and  painstakingly 
together  one  at  a  time 
buccaneerish  logo  featui 
Pat's  father,  surfing  leg 
Jack  O'Neill,  is  on  every 

Animal's  premium  p: 
puts  it  out  of  the  aver 
surf  bum's  reach.  But  0'^ 
does  not  rue  the  $1.8  mi' 
he  spent.  He  says  the 
technology  to  improve 
will  trickle  down  to  less 
pensive  suits. 

Meanwhile,  a  few  blc 
from  O'Neill's  Santa  C 
headquarters,  the  Anin 
clad  Bisseli  tj^jifies  the  p 
ect's  goals:  He  looks  lik 
Star  Wars  ace  as  he  wa 
his  board — and  he's  hapj 
than  a  seal  as  he  paddles 
into  the  chilly,  soupy  surf 
By  Joan  O'C.  Hamiltoi 
Santa  Cruz 
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Why  present  in  color  and 
leave  them  with  black  and  white? 


A  lot  of  hard  work  goes  into  creating  effective  presentations.  Black  and  white 
copies  never  do  them  justice.  With  a  Canon  Color  Laser  Copier  in  your  office, 
you  get  the  worlds  best  color  copies,  and  the  ability  to  create  better  presen- 
tations by  reducing  and  enlarging  originals,  reproducing  from  slides,  and 
making  full-color  overhead  transparencies.  All  of  which  not  only  shows  your 
work  to  its  best  advantage,  it  enhances  your  company's  image  as  well. 
Find  out  how  affordable  it  is  to  put  a  Canon  Color  Laser  Copier 
to  work  for  you.  Simply  call  1-800-OK-CANON. 


Canon   ^  onn 

COLOR  LASER  COPER  i^UU 


The  Digital  Difference. 


THIS  BOX  TAKES 
HARD  KNOCKS 

7785  SERVICE  BAY  SYSTEM 
DESIGNER:  IBM 
BUSINESS  &  INDUSTRIAL 

It  looks  like  a  robot  from  a 
lunar  mining  expedition. 
And  with  its  heavy  handles, 
thick  wheels,  black  hardened 
steel  body,  and  solid  bump- 
ers, IBM's  7785  Service  Bay 
System  operates  in  an  envi- 
ronment almost  as  difficult: 
the  dirty,  greasy,  crowded, 
and  sometimes  dangerous 
neighborhood  garage. 

With  today's  cars  chock- 
full  of  electronics,  diagnostic 
computers  are  becoming  an 
indispensable  part  of  the  me- 
chanic's toolbox.  Without 
them,  it  would  be  nearly  im- 
possible to  track  down  the 
cause  of  that  pinging  noise 
under  the  hood. 

But  as  anyone  who  has 
worked  with  personal  com- 
puters can  imagine,  a  garage 
is  hardly  the  ideal  work  area 
for  an  expensive  and  delicate 
electronic  box.  Oil,  grease, 
dirt,  and  gasoline  are  "very, 
very  hostile  to  equipment," 
says  C.  R.  Goulding,  Chrysler 
Corp.'s  manager  for  dealer- 
ship technology. 
SMOOTH  RIDE.  That's  why  Pe- 
dro M.  Alfonso,  staff  indus- 
trial designer  at  the  compa- 
ny's Boca  Raton  (Fla.)  center 
and  leader  of  the  project's  de- 
sign team,  took  his  time  per- 
fecting the  machine. 

The  time  was  obviously 
veil  spent.  Slightly  more 
■■  han  fivp  feet  tall,  this  diag- 


nostic computer  is  substan- 
tially smaller  than  compara- 
ble equipment.  Even  so,  the 
designers  felt  the  machine, 
which  was  projected  to  weigh 
350  pounds,  needed  wheels  so 
it  could  be  moved  from  car  to 
car.  The  problem  was  which 
type  to  use. 

Soft  rubber  wheels  would 
give  the  computer  a  very 
smooth  ride  across  rough 
floors  and  absorb  the  vibra- 
tions caused  by  rolling  it  over 
cables  and  hoses.  But  soft 


wheels  wear  out  more  rapidly 
than  harder  ones,  leading  to 
increased  maintenance  costs. 
The  designers  came  up  with  a 
novel  compromise:  wheels 
made  of  a  solid  core  of  light- 
weight metal  alloy  with  an 
outside  layer  of  thick  poly- 
mer plastic  to  reduce  the  vi- 
brations. 

Dirt  and  grease  contamina- 
tion presented  the  greatest 
threat.  IBM  chose  to  go  with  a 
conventional  keyboard  rather 
than    the  touch-sensitive 


i 


screen  used  by  competitc] 
Problem  is,  in  industrial 
tings,  keyboards  gum  up 
ily.  Alfonso  solved  that  di 
culty   by   slipping   a  tl 
plastic  membrane  betwe 
the  plastic  keys  and  the  pr^ 
ed  circuit  board  undernea 
The  keyboard  is  also  mou 
ed  on  a  drawer  that 
rages"  it  under  the  disp 
monitor  to  protect  it  fn 
spilled  fluids. 

Throughout  the  proce 
Chrysler  had  a  say  in  the  s 
tem  design,  with  feedb 
from  car  dealerships  pro 
ing  vital   insights  into 
work   habits   of  repairm 
For  example,   the  termi 
housing  directly  under 
display  monitor  was  origi 
ly  a  flat  surface. 
But  according  to 
Goulding,  me- 
chanics have  a 
habit  of  put- 
ting down  what- 
ever is   in  their 
hands  on  the  first  availal: 
flat  surface.  At  one  test  sii 
that's  exactly  what  one  woi 
er  did.  Instead  of  a  grea; 
covered  wrench,  however,  t 
item  happened  to  be  a  cup 
coffee.  A  spill  from  th 
could  easily  blow  the  compi 
er's  circuits.  Alfonso's  tea 
took  heed  and  eliminated 
unnecessary  flat  surfaces. 

IBM's  diagnostic  compub 
is  a  rare  combination  of  tec 
nological  sophistication  ai 
industrial  good  looks.  Perfo 
mance  and  aesthetics  mes 
perfectly.  Would  that  wei 
true  for  all  computers 

By  Paul  M.  Eng  in  New  Yoi 
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Westinghouse.  We're  a  global  leader 
in  office  furniture  with  uie  industry's 
widest  range  of  products. 


The  next  time  you're  faced 
ith  the  need  to  update  your 
'fices,  remember  The  Knoll 
roup.  Westinghouse's  Knoll 
roup  combines  the  classic  Knoll 
^sign  influence,  the  systems  and 
chnology  of  Westinghouse 
Lirniture  Systems,  the  metal- 
orking  specialties  of  Shaw- 
/alker,  and  the  woodworking 


skills  of  Reff.  Customers  all  over 
the  world  are  finding  The  Knoll 
Group  brings  excellence  to  their 
work  environments. 

With  offices  in  more  than 
50  countries.  The  Knoll  Group 
provides  customers  with  the 
widest  range  of  products  available 
for  almost  any  office  environment. 
And  the  products  we  offer  are  of 
superior  design  and  technology — 


from  seating  to  workstations 
to  executive  office  furniture 
and  textiles. 

Our  goal  is  to  be  the 
premier  global  office  furnishings 
company.  And  we're  well  on 
our  way.  It's  just  one  more  fact 
you  should  know  about  the 
best-known  unknown  company 
in  America. 


You  can  be  sure... If  It's  Vltestinghouse 


A  MOUSE 
WITH  A  TWIN? 

BALLPOINT  MOUSE 
DESIGNER:  STRATOS 
BUSINESS  &  INDUSTRIAL 

Who  gets  the  credit? 
On  Mar.  11.  1991,  Mi- 
crosoft Corp.  announced  a 
unique  new  product:  the  Ball- 
Point  Mouse,  a  tiny  trackball 
pointing  device  to  go  with 
laptop  computers.  Then, 
three  days  later,  its  major  ri- 
val in  the  mouse  market,  Lo- 
gitech Inc.,  unveiled  an  al- 
most identical  product,  the 
TrackMan  Portable.  A  coinci- 
dence, both  companies 
insist — a  case  of 
great  design  minds 
thinking  alike.  But 
the  eerie  similarities 
have  raised  some 
eyebrows,  since  both 
devices  originated  in  Silicon 
Valley  design  hothouses. 

The  two  devices  not  only 
look  alike  but  also  work  the 
same  way.  Both  are  D- 
shaped,  with  the  flat  side  at- 
taching to  the  keyboard  of  a 
portable  computer.  In  the 
middle  of  each  is  a  ball  no 
bigger  than  a  large  marble. 
With  either  one,  you  cup  your 
hand  behind  the  device  and 
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rotate  the  ball  with  your 
thumb  to  move  the  cursor 
around  the  screen. 

Microsoft  began  shipping 
its  BallPoint  Mouse  to  cus- 
tomers in  February,  1991, 
just  under  the  wire  to  enter 
this  year's  WE.\  program. 
But  the  story  began  three 
years  ago.  That's  when  the 
company  hired  Matrix  Prod- 
uct Design,  the  Palo  Alto 
(Calif.)  firm  that  had  de- 
signed Microsoft's  successful 
desktop  mouse,  to  come  up 
with  a  device  for  laptops, 
with  San  Francisco-based  ID 
TWO  working  on  the  way  peo- 
ple would  interact  with  it  and 
Palo  Alto-based  dkd 
building  models.  Lat- 
er, though,  in 
March,  1989,  Micro- 
soft switched  the 
entire  project  to 
Stratos  Product  Devel- 
opment Group,  a  little-known 
design  firm  in  Seattle. 

Logitech  says  it  also  got  in- 
terested in  a  thumb-driven 
trackball  in  1988,  when  Bay 
Area  powerhouse  frogdesign 
Inc.  first  presented  it  with 
the  idea.  In  March,  1990,  Lo- 
gitech commissioned  frog- 
design  to  develop  the  device, 
which  it  will  begin  selling  this 
summer. 


How  did  two  different  cli- 
ents get  proposals  for  virtual- 
ly identical  products  from 
separate  design  houses?  "It's 
a  fairly  natural  question  to 
come  up,"  says  Microsoft's 
D.  Stuart  Ashmun.  "I  don't 
know  the  answer."  Neither 
does  frogdesign  Vice-Presi- 
dent Dan  Harden:  "It  is  com- 
pletely coincidental,"  he  says. 
"We  were  very  surprised 
when  we  saw  Microsoft's 
product." 

Ironically,  in  1988,  nobody 
really  wanted  a  thumb-oper- 
ated trackball  for  laptops. 
That  changed  one  year  later. 
More  powerful  laptops  be- 
came available  and  PC  users 
knew  Microsoft  was  about  to 
release  Windows  3.0,  its  pop- 
ular software  that  allows  per- 
sonal-computer users  to  se- 
lect options  with  a  mouse. 
KEYBOARD  QUANDARY.  For 
Microsoft,  the  hardest  part 
was  figuring  out  how  to  hook 
the  little  mouse  onto  the  com- 
puter so  people  could  use  it 
while  traveling.  At  first,  the 
company  considered  Velcro 
and  adhesive  backings  but  re- 
jected them.  The  problem: 
There  are  many  portables  on 
the  market,  and  their  key- 
boards are  built  differently. 

In  March,  1989,  Microsoft 
turned  to  Stratos  for  help.  It 
was  founded  in  1987  by  a 
young  mechanical  engineer, 
Allan  Stephan.  Microsoft's 
Ashmun  had  worked  with 
Stephan  at  another  company. 
Stratos  broke  the  logjam  by 
designing  a  clamp  that  se- 
curely attaches  the  trackball 
to  any  laptop  keyboard.  Com- 
paq Computer  Coi-p.  is  offer- 
ing it  with  all  its  new  laptop 
and  notebook  computers. 

While  most  of  the  develop- 
ment effort  went  into  the 
clamp,  Ashmun  and  Stratos 
also  carefully  reconfigured 
the  buttons.  They  refined  the 
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original  Matrix  design, 
Stratos  engineers  figured 
how  to  cram  all  the  parts 
the  2^2 -inch  device.  Not 
prisingly,  however,  Logi 
thinks  its  version  is  supe: 
So  who  gets  the  credit 
designing  this  product?  P 
ably  no  one  will  ever  k 
for  sure  who  came  up 
the  idea  first.  But  since  L 
tech's  TrackMan  Port; 
won't  be  ready  until  July 
therefore  couldn't  be  enU 
into  the  contest,  the 
IDEA  goes,  fair  and  squan 
the  Microsoft  design. 
By  Don  Jones  Yang  in  Sec 
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5  DISPOSABLE  CAMERA 
:iNER:  VIVITAR 
;UMER  PRODUCTS 


uerrilla  design  is  how 
Tucker  Viemeister,  an 
IDEA  juror,  described  Vivitar 
.'s  gold-winning  new  EC035  camera.  "You  can  use  it  and 
V  it  away — but  you  can  also  keep  it  and  save  the  environ- 
."  As  a  reusable  disposable  camera,  the  EC035  breaks 
nold. 

e  EC035  is  a  story  of  designer  courage  and  mar- 
g  chutzpah.  Vivitar  wanted  a  piece  of  the  boom- 
isposable  camera  market  and  encouraged  its  in- 
e  designer,  Steven  Shull,  to  work  with  outside 
jltant  Alan  Stone  Creative  Services  to  come  up 
a  new  idea.  Their  solution  was  a  graceful  prod- 
hat  changes  a  huge  global  market, 
e  disposable  camera,  pioneered  by  Fuji  Photo  Film  Co. 
Eastman  Kodak  Co.,  is  one  of  the  fastest-growing  camera 
;ets  worldwide.  As  vacation  time  approaches,  Americans, 
nese,  and  Europeans  are  spending  millions  for  the  "Fling 
"Stretch  35,"  and  other  single-use,  throwaway  cameras, 
mmakers  are  delighted.  Photo  dealers  are  ecstatic.  Con- 
ors are  happy,  especially  those  put  off  by  loading  and 


rewinding  35mm   film.  Unfortunately, 
disposable  cameras,  loaded  with  mercu- 
ry, plastics,  and  cardboard  packaging, 
are   becoming   a   significant  new 
source  of  waste. 

Enter  Vivitar.  In  April,  1990, 
John  Bourne,  president  of  Vivi- 
tar, sent  a  memo  to  Shull  outlin- 
ing his  desire  to  get  into  the  sin- 
gle-use camera  market.  The 
memo  came  about  a  month  be- 
fore the  25th  anniversary  of 
Earth  Day.  Bourne  noted  that 
there  was  a  groundswell  of 
public    opinion    against  all 
throwaways.  Might  there  be 
something  in  that  environmen- 
tal concern  that  could  be  ap- 
plied to  a  new  product? 

The  problem  was  in  creating  a 
simple,  inexpensive  camera,  pre- 
loaded with  35mm  film,  that  was 
somehow  ecologically  sound. 
Shull,  Alan  Stone,  and  James 
Flynn  of  Alan  Stone  Creative  Ser- 
vices came  up  with  an  extremely  light, 
playful  little  camera  that  is  easy  to  grip, 
easy  to  use,  and  easier  still  to  manufacture. 
The  "ECO"  name  played  off  against  both  the  eco- 
logical and  economical  qualities  of  the  product.  The  camera  is 
simple  in  appearance;  It  has  just  three  moving  parts — a  large 
film  advance  knob,  a  rewind  crank,  and  a  bright  blue  shutter 
button.  The  packaging  uses  recycled  material. 
TAKE  IT  OR  LEAVE  IT.  Paradoxically,  while  the  EC035  competes 
with  Kodak's  single-use  cameras,  it  comes  packed  with  Kodak 
200  ASA  color  print  film.  Vivitar  doesn't  make  film,  so  it 
surveyed  photo  dealers  as  to  which  film  Americans  prefered: 
generic,  Fuji,  or  Kodak.  They  overwhelmingly  said  "Kodak." 
Vivitar  buys  its  Kodak  film  in  Australia,  then  ships  it  to 
China,  where  the  EC035  is  assembled. 

The  popularity  of  disposable  cameras  is  based  on  their  ease 
of  use.  They  are  not  only  preloaded  and  cheap  but  also  can  be 
turned  over  to  dealers  as  is  to  have  the  film  developed 
and  printed.  Priced  at  about  $10,  or  $2  to  $3  above 
competing  products,  the  Vivitar  camera  is  cheap 
enough  to  be  used  the  same  way.  However,  because 
the  EC035  is  reusable,  people  also  have  the  option 
of  asking  the  dealer  to  replace  the  used  roll  of  film 
with  another  for  many  other  rounds  of  photo-taking. 
Those  who  aren't  afraid  of  loading  and  unloading  35mm  film 
can  just  bring  the  film  in  to  be  developed. 

"Here  was  a  case  where  the  designer  pushed  the  manufac- 
turer into  making  a  better  product,"  says  Viemeister.  "It 
pushed  the  design  envelope,  it  looked  nice,  and  it  was  thought- 
fully executed." 

By  Bruce  Nussbaum  in  New  York 
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DIALYSIS, 
GENTLY 


DRAKE  WILLOCK  SYSTEM  1 000 
ZIBA  DESIGN 
MEDICAL  &  SCIENTIFIC 

Few  things  are  more  terri- 
fying than  kidney  dialy- 
sis machines.  They're  squat 
metal  boxes  covered  with 
knobs  and  dials  and  fitted 
with  cold  metal  clamps,  IV 
poles,  and  snakelike  rubber 
tubes  with  blood  and  chemi- 
cals surging  through  them. 

But  Portland  (Ore.)-based 
Ziba  Design  Inc.  figured  out 
how  to  make  one  that's  a  lot 
friendlier  and  a  lot  easier  to 
use.  It's  tall,  white,  and  sleek, 
with  a  kindly  touch-screen 
computer  face,  round  plastic 
clamps,  and  tiny  splashes  of 
pink,  blue,  and  yellow.  The 
Drake  Willock  System  1000 
is  so  appealing,  in  fact,  that 
a  Swedish  entrepreneur, 
Anders  Althin,  bought  its 
maker,  CD  Medi- 
.  '  'C^  cal  Inc.,  from 
I^^H^i.         Dow  Chemical 

^^H^l^      largely  on  the 
j^^^y        market  potential 

of  the  product. 
The  newly  renamed  compa- 
ny, Althin  CD  Medical  Inc., 
began  selling  the  machine  in 
March  and  already  has  more 
orders  than  it  can  deliver. 
But  the  company  wasn't  al- 
ways certain  the  machine 
would  get  produced.  It  took 
~'^2  years  to  design — fast  by 
the  medical  world's  standards 
but  the  longest  project  Ziba 
had  ever  worked  on. 
«^!DNiGHT  OIL.  Sohrab  Vos- 
yhi.  Iranian-born  founder 
and  j)resident  of  Ziba,  knew 
riOthing  about  dialysis  when 
ne  started  the  project  in  1988. 
T.)  immerse  themselves  in  the 
;e<  hnology,  an  engineer  and 
\  designer  from  Ziba  worked 


five  days  a  week  at  CD  Medi- 
cal for  more  than  four 
months,  often  pulling  all- 
nighters.  Ziba  staffers  put  in 
so  much  extra  unbilled  time, 
Vossoughi  says,  that  they 
got  paid  only  $25  an  hour  for 
the  fixed-rate  project — a  rate, 
he  adds,  that's  not  available 
to  future  customers. 


Ziba  and  its  client  wrestled 
over  every  detail.  Company 
engineers  wanted  to  keep 
production  costs  down  and 
sometimes  balked  at  sugges- 
tions to  use  new  materials  or 
to  reconfigure  the  machine's 
layout.  "We're  both  pretty 
demanding,"  says  Thom- 
as D.  Kelly,  marketing  man- 


ager for  Althin  CD  Medi| 

Ziba  wanted  to  make 
machine  easy  for  technici| 
to  use  while  projecting  a 
threatening  face  to  patieJ 
Its  design  included  color-q 
ed  tube  connectors,  a 
handed  mechanism  for  ri 
ing   the   IV  pole,  and| 
softened    shape  for 
clamps.  "They  had  a 
tight  budget  and  would 
budge,"  recalls  Vossouj 
"But  any  project  is  like 
baby.  I  couldn't  let  go." 
PRESSURE  COOKER.  Evj 

time  Ziba  suggested  a  des 
feature,  it  had  to  prove  it 
both  technically  and  econc 
cally  feasible.  "This  is  a 
chine  that  can  kill  you,"  si 
Vossoughi.  "So  everybd 
was  under  a  lot  of  pressj 
to  get  it  just  right." 

In  the  age  of  AIDS,  the 
machine  is  designed 
hardly  any  cracks  or  crev\ 
to  catch  blood.  Rounded 
faces  make  it  easy  to  cle 
Dials  and  knobs  are  repk 
by  the  touch  screen. 

The  dialysis  unit,  as 
signed,  can  be  sold  in 
country,  since  the  only  wc 
it  uses  are  in  the  software 
has  automated  self-che| 
and  redundant  safety 
tems,  as  well  as  self-pror 
ing  software  so  a  technic 
can  adjust  treatment  paraj 
ters  easily.  Even  the  shorfl 
nurse  can  easily  adjust  th^ 
pole  and  clamps  with  just 
hand.  The  back  swings  oj 
for  easy  access  to  all  mo\ 
parts,  and  the  unit  requj 
routine   maintenance  ol 
once  a  year.  "It's  a  very 
phisticated  machine,"  s\ 
Kelly  proudly.  Yet  eve 
thing  about  it  is  easy- 
cept,   of  course,   the  hi 
fought  design  effort  t| 
made  it  so. 

By  Dori  Jones  Yan^ 
Portland,  Ore. 
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THE  NO-FUSS,  NO-MUSS  NETWORK 


NETWORK  EQUIPMENT 
DESIGNER:  DEC 
BUSINESS  &  INDUSTRIAL 


The  advent  of  network  computing 
is  ensnarling  offices  in  a  web  of 
cables,  PCs,  and  server  boxes  patched 
together  with  the  finesse  of  Rube  Goldberg  contraptions. 
Now,  though,  from  a  company  renowned  for  its  love  of  big, 
advanced,  and  sometimes  expensive  technology — Digital 
Equipment  Corp. — comes  a  small,  inexpensive,  flexible  set  of 
low-end  network  products  that  bring  order  to  this  chaos. 
These  new  products  are  so  powerful  in  design  that  they  could 
define  their  market  for  years  to  come. 

Few  IDEA  gold  winners  generated  as  much  discussion  and 
appreciation  as  the  DEChub,  DECserver  90L,  and  DEC- 
bridge  90  network  system.  By  creating  a  unique  aes- 
thetic image  and  a  simple-to-use  series  of  products. 
DEC  in-house  designers  Stuart  Morgan  and  Meg 
Hetfield  went  a  long  way  toward  removing  the  fear 
and  complexity  often  associated  with  computer 
networking.  They  rescued  the  workplace  from  clutter 
and  boredom,  offering  up  convivial  office  appliances  instead. 
SUBTLE  CLUES.  They  also  created  a  whole  line  of  products  for 
DEC.  "The  market  was  moving  away  from  high-end,  big-com- 
puter power  toward  low-end,  low-cost  networking,"  says  Mor- 
gan. "We  saw  that  we  didn't  have  a  product  in  that  market, 
configured  one,  and  presented  it  up  the  line  to  the  executive 
committee.  They  bought  it." 
The  network  they  built  can  be  used  by  a  variety  of  compa- 
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nies,  from  small  businesses  with  five  personal  computer 
large  corporations  with  system  managers  in  charge  of  do; 
of  PCs  and  printers. 

What  DEC  executives  bought  was  a  modular  networl 
system  that  snaps  together  in  minutes.  It  is  built  around 
DEChub,  which  can  be  mounted  on  a  wall,  office  partition, 
a  standard  rack  closet.  It  is  a  10-slot  board  into  which  mod 
are  easily  snapped.  Morgan  and  Hetfield  patented  the  1 
yellow  handles  that  permit  one-handed  connection  vidtl 
tools  or  cables.  The  designers  used  colors,  shapes,  and 
tures  to  the  maximum  to  guide  people  through  what  nonr 
is  a  complex  series  of  tasks. 
The  server  module  that  plugs  into  the  hub  is  simpi 
itself.  "We  wanted  to  strip  away  all  the  stuff  that : 
^0/.  really  necessary,"  says  Hetfield.  The  slim,  srB 
eight-port  terminal  server  can  stand  alone  and  lii 
few  PCs  or  be  stacked  and  plugged  into  the  hu 
accommodate  lots  of  computers. 
By  sensing  a  new  business  need  for  DEC  an 
defining  the  product,  Morgan  and  Hetfield  were  abl 
avoid  the  aesthetic,  as  well  as  functional,  compromises 
tend  to  take  place  in  large  corporations.  As  a  result,  this  s 
of  DEC  products  has  so  strong  and  distinctive  an  appean 
that  it  has  changed  the  entire  low-end  networking  mail 
One  final  touch:  An  elegantly  curved  cover  of  finely  perfc 
ed  sheet  metal  protects  the  modules  while  allowing  peopl 
see  inside  the  serv^er,  demystifying  it. 

By  Bruce  Xiissbaum  in  New  I 


ao  t 


.ESS  y;EEK/JUNE  17.  ^B9^ 


ANNUAL  DESIGN  AV| 


i 


when  you 
think  copiers 
think  IHita. 


the  image  specialist. 

For  more  information  write: 
Mita  Copystar  America,  Inc., 
P.O.  Box  3900,  Peoria,  Illinois 
61614,  or  call  1  -800-ABC-MITA. 
©  1991  Mita  Copystar,  Inc. 
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THE  1991  IDEA  WINNERS 


GOLD 

The  Brick  Personal  Computer  Bircj; 
iigr.  Group.  Cr.eLT:<:ord.  Mass..  :or  ti^tv 
Comcti-me  IriC-.  Pea&ooT.  yiass- 
DEChub.  DECser*  er  90L,  DECbridge  90 
Network  S\"5tem  EH  glial  Efluii:r:"..er=t  Corp.. 

7785  Service  Bav  Diagnostics  S^'stem 

IBM  ^'S^-  >'-^'t^.^>-  P^'^orL.  Fui.. 

SILVER 

AddressWriter  Envelope  Printer  Ma"_r_\ 
Prodact  D^ign.  F^.-j  .--.-..j.  Cai'..  for  CoStar 
Corp.,  Greenv.-!C.h.  Corin. 
Distal  Answering  Svstem  1337  frogd^ 
iisx-  Meclo  Park.  Calif.,  for  ATiT. 
Pirsippar.y.  N  J. 

Datavault  Data  Storage  Connection  Ma- 
chine-2a  Supercomputer  Mart  HarTiSor. 
Asio.;ia:es.  Pc.'-.--t.ou-_'..  R.L.  and -jKlhink- 
s.g  Machines  <ta::.  for  Thmkiiig  Machic-es 
Coro-  Canibr^ige.  Mass. 
GRiDPAD  Pen  Computer  ID  TWO.  San 
FriEc;i<x.  and  the  GRip  design  team  for 
GRiD  Svscen-.s  Coni..  r  rtrriOr.^  Calif. 
GHiD  1810  Notebixik  Computer  ID  TWO. 
San  t  ranoistt..  for  GRiD  St;:£— is  Corp.. 

Higb-Densit}-  Disk  Array  System  Data 
General  Co.'p..  Westboro.  Mass. 
Stingray  Trackball  Matrix  Produce  DesigTi. 
pa!-:-  Aloi.  Calif .  for  CoScar  Corp- 
Grter.v^ich.  Conn. 

Hand-Tite  Keyless  Chuck  The  Jacobs 

Chock  Manufacturing  Co..  G«nsor».  S.C. 
Series  FC  lift  Truck  Fitcfi  Richardson- 
Smith.  Worthington,  Ohio,  for  Crosm  Eauip- 
ment  Corp..  N'e'~  Bremen.  Ohio 
Prizm  Mdeo  Workstation  Magna  Design 
Core...  San  -Jose.  Caiii..  for  Pinnacle  Svstems, 
Santa  Oara-  Calif. 

FiberWorld  Telecommunications  Net- 
work Be:;  Northern  Researcn^s  Design  In- 
:e.r:re:r.  e  staff  for  Northern  leiecon"_ 


BRONZE  I 

StyleWriter  Inkjet  Printer  Apple  Cwiput-  i 
irr  design  staff,  and  Patron  Design  Enier- 
Zirises.  Costa  Mesa.  Calif.,  for  Apple  Comput- 
er inc..  Santa  C'Lara.  Caiii. 
Corded  Mouseman  frogdesigs.  Menlo 
Pari-:.  Cait..  for  bigitech  Inc.,  FreroonL  Calif. 
Gemstone  Transaction  Components  Veri- 
r  ;ne  Inc..  Redviocrf  Cir.-.  Calif. 
Inout-eze  Kevboard  Dei^itte  ^  Touche. 

_'fh  PL  for  QNEHi. RockvEe.  Mi 
Ballpoint  Mouse  ?'I:';njSoft  design  stafl. 
Stratus  Product  Developniecu  Seattie,  and 
Matrix  Prodaci  Dteign.  Palo  Ako.  Calif.,  for 
M:<;TOSoft  Corp..  Re<£nond.  Wash. 
nCUBE  2  Supercomputer  frogdesign. 
Mer.io  Par--:.  Calif.,  for  nCUBE,  Beaverton. 

Portable  Computer  Product  Family  De- 

i  ZT-  Ecge.  .\i;stin.  Tex,,  for  Deil  Computer. 

Trigem  3S6X  Laptopjiiomputer  Ltinar  De- 
Santa  Cjira.  Calif. 

TjTjist  Scanner  iiatrix  Product  Design  Inc 
Paio  .\;to.  Calif.,  for  Caere  Corp_  Los  Gatos. 

Cyclone  Grinders  Groap  Four  Design 
.  e:-.tT.  Avon.  Conn.,  and  CVcI-one  Deveiop- 

Thermedics  Portable  Explosives  Detec- 

;or  r-esign  Continuuni.  BostorL  lorTnermer 
iiK  Inc..  WoO  inL  Mass. 


Encore  Portable  Heater  Ziba  Desi^  Port- 
iani  Ore.,  for  Cadet  Manufacturing  Co..  \  an- 
couver.  Wash. 

Macintosh  Microphone  and  RCA  Adapt- 
er Aisie  Computer  design  staff  and  Lunar 
EVesiir.  Paio  Alto.  Calif.,  for  .A.fD"re  ComDuter 
Lnc'Santa  Ciara.  Caiif. 
Ergonomic  Correction  Pen  Herfet  La^r 
jBeii.  Chicago,  and  the  Gillette  deslgti  staff, 
for  Gillette  Co..  Bc^stc-n 
TriDiant  Home  Power  System  Fitch 
RicfiardsonSnutin.  Worthington.  Ohxo.  for 
Scuare  D  Cc  _  Le.xington.  Ky. 
Flexor  Gloves  Rineinart  Glove,  .\spen,  Coio  . 
for  Sv>  any  I  S.\,  New  Yoric  CS.  Army.  Na- 
ticit  .Mass  and  .\rr.erican  Honda  Motor 
Co..  Torrarrce.  Calif. 

Sand  Soc  Footwear  Siam  DesigiL  Venice. 
Caiif  ..  for  Reebok  US.*.  Stoaghton,  Mass. 

I   Long  Reach  Flexible  Flashlight  Zelco  In- 
dustries Inc..  Mount  Vernon.  N.Y. 

j   Woodrig  Power  Pruner  ZIba  Desi^i.  Port- 
iani  Ore-,  for  Bio-ant  Corp..  Pordaco 
Spoons  To  Grow  With  .\dam  Straus  Co.. 
Nevi-  Vor,: 

BRONZE 

20- Inch  Television  Thomson  Consuir.e 

PS  1  Computer  IBM  iesign  staff.  Le:-:.:  - 
I   ton.  Kv..  and  R:ci-.ar'i  SaLt*r.  Muan.  Ita^y.  for 

IBM  Co.Tj..  .Aj-n.onk,  N.Y? 
1   Qualtronics  Fax  Machine  Bresslergroup. 

i  Q^^OT^SCo'r^.'fe^.^Par'"'^''"''^ 
'   Yamaha  Y'ST-SD90 -Audio  Speaker  Kozu 

Design.  Yonkers.  N.Y..  for  Yamaha  Corp.. 
I   Hamamatsti.  .Japan 
j   Recycling  System  Tuclier  Housewares. 

Leominster.  Mass. 

Garment  Bag  Plus  JLF  Designs.  North 
Ben.nington.  Vt.,  for  Ber-rdngton  Leather. 
I    North  Bennington 

1    Handi-Scratch  Wire  Brush  Sonneman  De- 
I   sign  Group.  Long  Island  City.  N.Y"..  for  Em- 
I    p'ire  Brashes  Inc..  C-reen'.-ilie.  N.C, 
I   Backpacking  Tents  Moss  Inc  Camden. 

I 

Flash  Tracks  Roller  Skates  Fisher-Price. 
East  A-fn^  N  V 
;   Fun  Hvdrant  Sprinkler  Fsiler-Price. 
I   East  .vliDra.  N.Y. 

Potrv  Seat  .\nderson  Design  .\ssoc^tes, 
!    Fami:ngton.  Conn  ,  for  Geny  Baby  Products. 

1   Zwirl  Ball  Winter  Design  Mlg--  Danville. 


GOLD 

t'JCj^o  Disposable  Camera  Vivitar  Corp.. 

nimal  Wet&uit  \  eiit  Design,  C&mpbel!, 
; for  C  >\  r:.  Ir:C_  Sania  Cruz-  CaKf- 

Freshkx:k-Vacuam  Sealer  Design 

;  '-Ti.- V-     -1;' 3.  Ohio,  for  L'-  ni  Kevston-e. 


_u 


GOLD 

Medical  Lltrasound  Sv-stem  ID  TWO.  San 

Francjoi.  an-  .i.cus.jr.  desip:  team  for.Acu- 

Tadpole  Ph>-sically  Impaired  Infant  Ex- 
ercise System  1  ne  design  teams  of  Bissell 
Health-ca.'e  Corp..  Jackson.  Mich.,  and  Tum- 
bi-e  Fc^-i  for  Tumble  Forms  Inc.,  DoigeviHe, 
NY 

Drake  WUlock  S.vstem  1000  Dialysis  Ma- 
chine Ziba  Iiesiin.  Portia-id.  Ore,,  for  .-Utrin 
CD  Medical  Inc.'Poraand 

SILVER 

ACS  .Angioplastic  Catheter  frogdesign. 
Menio  Park.  Calif,  for  .\d'.-ance>i  Cardiovas- 
cular Systems.  Santa  Ciara.  Caiif 
Busse  Bac  Virus  Shield  Rici- i  -   -  - 
biat^  MJJ..  Beverly  Kills.  Calif  .  : 
Weaver  for  Bvisse  H-jsjitai  L's  t 
Haupcauge.  N.Y. 

BRONZE 

.AccuPinch  Drug  .Abuse  Tester  S-G. 
Hawser  .\ss-;-nates.  Calatasas.  Calif.,  for  Hy- 
oir  Biomedi-.2.i  Inc..  Garden  G.-Xive.  Calif. 
MiUipore  Third  World  Environmental 
Incubator  Rccne  Haricrj.  Koiij.  N.iH.  for 
MiUipore  Corp..  Bedford,  ilass. 
Smoke  Evacuator  S.G.  Hauser  .\ssocates, 
Calanasas.  Calif.,  for  Birtcher  Medical  Svs- 
te-ms.  Lmne.  Calif. 

Ventricular  .Assist  System  W  TWO.  san 
Frasdsco.  for  Barter  Healthcare  Coro.. 
Oakland.  Calif. 


GOLD 

Dodge  Neon  Concept  Vehicle  Chrysie.- 


SILVER 

Contour  Concept  Car  Ford  Motor  Co.. 
Deai-tsi-m.  Micii. 

MOTO  1  Motorcvcle  Saace.  Form  and 
Sanicture.  P^e-ign.  N.C,"  for  MOTOeycies, 

TDELA"  Concept  Truck  Navisiar  Imerna- 
tional  design  team.  Fort  Wayne.  Ind..  for  Na 
vistar  lntematior.al.  Chicago 


SILVER 

.\ttiva  Seating  Sv-stem  Jer-jme  Caruso  De- 
sigiL  Lake  Biuff.  111..  forThonet  Industries, 
Statesville,  N.C. 

Oseris  13V  50W  Spotlight  Emilio  .\mi  ast 
LJesign  Group.  ^'^^  York,  for  Erco  L: .  ■ 

Spacecab  Medicine  Cabinet  S.G  K . 

-Associates,  Calabasas,  Calif.,  for  Zae-~  i 
ments  Inc,  MaUbu.  CaM . 

BRONZE 

Phone  Holder  Skidmore,  Owings  i  i  '. 
>^   .- rar.cisoo.  for  .AmericanHondaM:  1  : 

To.Tance.  Calif. 
BCN  Stacking  Chair  Branon  Intenaoooai 
. .  ..ection.  Hign  Poin-u  N.C. 
Bulldog  Chair  t  ahiEstrom  McCoy  Do  ^ 
Croca^c .  for  Knoll  Group.  New  York 
Slorrison  Network  Office  Svstem  Ks. ;  _ 
G.-ouc.  New  Yo.-k 

Tecno  Quails  Searing  E.miiio  .\mbasz  De- 
sign Gr>oun.  New  Yor-i,  for  iecno.  Mfian. 
tely 

FonnaDons  High-Pressure  Laminate 

Formica  Corp..  Evendale. 

Fluorescent  Lighting  Pnxiuc  n«  :er- 

form.  MerJo  Park.  Calif  :  r   . 

Emeryvuie.  Calif. 

St.  Tropez  Window  Covering  ID  1  WO.  San 

Fraccisoj.  and  Levolor  design  staff  for  Levo- 
i-or  Com..  Sunnyvale.  Calif. 


T 


GOLD 

La  Croix  Water  Packaging  Design  Compa 
ny.  San  Francisco,  for  La  Croix  Boaled  Watr 
Co..  La  Crosse,  Wis. 

SILVER 

Individual  Trainer  Workout  F*rogram 
Merchandising  '*'■  .:t.-rr. i no.-:  ^-^sii". 

M  Series  .Automotive  .Amplifier  Packag- 

Mouseman  Packaging  frogcesign.  Memo 
Park.  Calif.,  for  Logitech  Lac. 
Fremont,  Calif. 

Pav  Fax  Intemaoonal  Svmbol  IDE. 
Scotts  Valley.  Calif_  for  F.4X  Pius  Inc.. 
Santa  Clara,  Calif. 

BRONZE 

Fmilin  .Ambasz  Exhibit  Poster  Emiik)  Am- 

basi  L'esigr.  Gr-j  jt  New  York,  for  the  San 
D.ego  Museum  of  Ccntemcorary  .\rt 
Furniture  Product  Brochure  Ra-...; . "  -  - 

ra^hv  for  Versteei.  Jasper.  Ind. 
Graphika  Paper  Kit  Waters  Design  .Asso- 
ciates. New  Yo!-k.  for  James  PJver  Cort .. 
Southampton-  Pa- 
Stationery  Guidelines  Lanzor -Ass::  ii^- 

S^Pa^'Mii."  ''""""'^"^^f""^ 
Cltradata  Lf^o  -Abie.  New  York,  for  L"ltra- 

^^ion  Mall  Teapot  Pyton  RTKL .-. 

dates.  Dallas,  for  Forest  City  Enterp.-  - 


BRONZE 

Terumo  Corporate  Exhibit  Design  f 
d'ostr-.o  Buffalo,  for  TerjmoCortL.  Son 
NJ 

Park  (Sty  Gaiter  Bannos  Ftandss 

?  •  ii>-  B-jtston.  and  Fiagraphics,  Soro 
for  Diisco  ProcerCT  Manag 

-aster.  P^ 

F^-    ~-  .ind  CompotetOaftSton 
~  -n  Franesoo.  for  Co 


GOLD 

The  Garage  Technology  Exhibit —  0 

Center  of  Sili-xn  \'aliey.  San  J<iise.  Calif  . 
Learning  &  Learning  Disabilities  Exhib- 
11  7  -  M  -seum  cf  Science  i  Industry. 


TTTTT 


SILVER 

Thirty  Under  iThirty  Exhibit ; 


GOLD 

Blood  Banking  System  Researti  IT 

■■■   .  Sar  Francisco,  for  Syva  Co..  Palo 

'    ncept  2000  Computer  System  Tan 

-  i      1  upertico.  Calif. 
I       -  -  LCD  Video  Projector 

-  Mivnardila 
B^.n         .       -  p.  .-.■ieSvstanZ^'Zi 
?0'DDESIG-N| 

SILVER 

Giiodii'X  thr  .-■  Beiir>  Co.mputfl 


Cai^. 

Point-Of-?.-.:-  I  .r^D.r.,^-  P,™...-; 

TWO-Sanl.--    .     :       -r  1^.  i  ; 
Eugene,  Ore, 

Sushi  PlMne  .\ndefson  Des^  Assod| 
Farmington,  Conn. 

BRONZE 

Individual  Microwave  Drip  CoBeaM 
Concept  E.a.-i-:  i:  I-e-iker  in...  Si>ieiKin-I 
Helper  .Assistance  Device  .\.'.-iersc  n  j 


GOLD 

'  .    .-        ■- 1' lie  Phone  Eric  ^IHianl 
mv  of  Art.Bic<.mfie!d| 
-  :y-Vi-NEX 
-Access  Power-Pointer  for  the  Hand] 
capped  V;r.  r^rr.  Ha.ey  at  North  Caro.: 
-  .-  -  ■     . ^ -^i'i.  N.C- sponsoJ 

:a  Raton,  Fla.  I 
J  .-      •'  at  Calif omia  Stl 

-Access  Navigation  for  the  Blind  Carl 

C'-ov-  at  California  State  L  niTersiT*-  at 
Northridge 

SILVER 

Suing.Arm  Typing  -Aid  Steven  SlatOG 
: .         i.- :  iir.i  jtate  Ljiiversir.-.  Rakag 
::..     .---1  :y  -.-.o  i5M  -'esign  Center 
Xelesketch  Tar.-i  .Atje-i  at  Calif omja  Si 
University  at  Long  Beacn 
Telesketch  Paul  Lanna  at  .A.rt  Center  ( 
-«  of  Design.  Pasadena.  Calif. 
Zero  Bike  Makoto  Mikrta  and  Hircsfai  1 
:^*:.  at  .Art  Center  College  of  Design. 

Strategy  Portable  Presentation  Siys 

li  erei-:  Grata  at  .Art  Center  College  of  Di 
?  iiader.a.  Calif.,  sponsored  by  Steekaa 

BRONZE 

Lincoln  Enviroom^ital  Conditaona 

ter  Stati'-is  at  Cranbrook  Academy  of  At 

:-  .  -  :"-  :Hiils.iM.ier^ 

Th^  Eternal  Frame  Mary  Heather  Wo 

:       i rstxTiite.  BrooklvE.  N.Y. 
Hearsay  Interactive  Telephone  Ban 
Sween  at  California  Sta:^  University  at 
Beach 

Orbital  Finishing  Sander  Greg  StaU 
Cai:fo.'nia  S-Jite  Univeri— .-  at  LongBea 
Sawtch  Reciprocating  Saw  HolgerS 

;e.-t  i:  .A-t  Center  College  of  Design, 

Component  Tree  Peter  .Arnold  at  Aitt 
-       7  ~igr.  Pasadena,  CaHt, 

w-e  In-C- 

F  'L-  la-^^  -  <i  F-omirure  SvstemFtM 
i...   -ln.::i  '  -  iyn.  N.Y. 

Worting  in  thr  '  :  "       "  r  e  Future 


The  pencil  costs 
The  erasa;  millions. 


Mistakes  make  products  late,  more  expensive  and  inferior. 
Leaving  customers  dissatisfied,  reputations  damaged.  Since  there 
are  no  quick  fixes,  only  costly  ones,  what's  a  business  to  do? 

At  the  CIGNA  Property  and  Casualty  Companies,  we  have  a  very 


basic  goal:  Get  it  right 
the  first  time. 

Granted,  nobody's 
perfect.  But  it's  surprising 
how  many  mistakes  can 
be  prevented. 

By  working  to  find  the 
best  solution,  rather  than 
the  most  expedient  one. 

Whether  we're 
providing  protection  for 
small  and  medium-size 
businesses,  or  meeting 
the  risk  management 
needs  of  the  largest 
corporations,  the 
benefits  are  the  same: 
Answers  that  are  fast 


and  accurate.  Service  that  is  responsive.  Value  that  is  real.  And 
customers  who  are  satisfied.  Anything  less  would  be  a  big  mistake. 

For  information  write  the  CIGNA  Property  and  Casualty  Companies, 
Department  RB,  1600  Arch  Street,  Philadelphia,  PA  19103. 

After  all,  anyone  can  pay  for  lots  of  pencils.  But  who  can  afford 
all  the  erasers? 


We  get  paid  for  residtsT 


The  National  Organization  on  DisabiliEi 
Salute  the  CEOs  on  the  Disability  20dO 


President  Bush  sii^ns  the  Americans  with  Disabilities  Act. 


COUNCIL  MEMBERS 

HdwardC  Hill  •  Abco  Markets 
Russell  G  Redcnbaush  •  Action  Technologies,  Inc 
I  Spencer  Standish  •  Albany  International  Corp 
William  I  Alley  •  American  Brands,  Inc 
Willis  White,  Ir  •  American  Electric  Power  Svce  Corp 
lames  D  Robinson  111  •  American  Express  Company 
MaLince  R  CreenhtiK  •  American  International  Group  Inc 
Stewart  Resnick  •  American  Protection  Industries 
William  L  Weiss  •  Ameritech 
Martin  F  I'uns  •  Ammirati  &  Puris  Inc 
FH  A  Mclnnes  •  AMP  Incorporated 
lack  I   Lay  •  Amstar  Sugar  Corporation 
R-Knard  M  DcVos  •  Amway  Corporation 
Villi  rni  I  Naimoli  •  Anchor  Industries  International 
Aujiusi  A  Busch  III  •  Anheuser-Busch  Companies.  Inc 
I)wavnc()  Andreas  •  Archer  Daniels  Midland  Co 
1  huinas  Marshall  •  Aristech  Chemical  Corporation 
Thomas  F  McUrtyll!  •  ARKLA.  Inc 
invvreiKcA  Wcinhach  •  Arthur  Andersen  &  Co 
AI.iii  l>  Weinberger  •  The  ASCII  Group,  Inc. 
1  t  rd  C  >  l.awson,  Ir   •  Frederick  Atkins  Inc 
R"U  r.  i;  Alien  •  AT&T 
lost  [til  V  Vittoria  •  Avis 
'iiJiitjnu  •  Bacardi  Imports 
Urik  «  Relk  Brothers 
Raymond  W  Smuh  •  Bell  Atlantic 
[Xivid  '    br^-r;'an  •  The  Brenlin  Croup 
johnW  Pai-'.-M  •  BusmessWeek 
David  H.  Murci  itk  •  Castle  &  Cooke.  Inc, 
George  Chall  '    fh.e  Chall  Group  Inc. 


Walter  R  Young,  Ir   •  Champion  Enterprises,  Inc, 
Dean  O  Hare  •  Chubb  &  Son  Inc 
William  F  Connell  •  Connell  Limited  Partnership 
lames  A  Hagen  •  CONRAIL 

Thomas  B  Crowlev  •  Crowley  Maritime  Corporation 

Walter  J  Zable  •  Cubic  Corporation 

Peter  H  Forster  •  Dayton  Power  and  Light  Company 

C  Garry  Bettv  •  Digital  Communications  Associates,  Inc 

David  W  Florence  •  Direct  Media  Inc 

William  W  Berrv  •  Dominion  Resources,  Inc 

Inhn  R  Walter  •  R  R  Donnelly  &  Sons  Company 

Stephen  L  Feinhcrg  •  Dorsar  Industries 

Randall  L  Clark  •  Dunlop  Tire  Corporation 

C    Robert  Kidder  •  Duracell,  Inc 

Kav  R  Whiimore  •  Eastman  Kodak  Company 

Sicwari  Turlev  •  jack  Eckerd  Corporation 

liihn  Kucharski  •  EG&G  Inc 

Herman  Fonicvne  •  Ensign-Brickford  Industries 

Dennis  I  Gormlev  •  Federal-Mogul  Corporation 

Ronald  W  Haddnck  •  Fina  Oil  and  Chemical  Company 

William  R  Berkle\   •  Finevest  Services 

I^avid  Cornstein  •  Finlay  Enterprises  Inc. 

Barry  F  Sullivan  •  First  Chicago 

A  Robert  Abbt)ud  •  First  City  Bancorp  of  Texas 

Edward  M  Carson  •  First  Interstate  Bancorp 

RiLhard  Bogomtjlny  •  First  National  Supermarkets 

E  Dean  Werries  •  Fleming  Contpanies,  Inc 

A  1.  Ueltschi  •  Flight  Safety  International 

C  Kirk  Raab  •  Genentech.  Inc 

Harris  I  Ashton  •  General  Host  Corp 

Siandlev  H  Hoch  •  General  Public  Utilities 

Ernest  Mario  Ph  D    •  Glaxo,  Inc 


Steven  Friedman  •  Goldman,  Sachs 
David  W  Grainger  •  W  W  Grainger 
David  H  Watts  •  Granite  Construction  Company 
Russell  Banks  •  Grow  Group,  Inc 
lohn  Hartley  •  Harris  Corporation 
Frank  A  Bennack,  Ir   •  The  Hearst  Corporation 
lerrv  L  Morgensen  •  Hense!  Phelps  Construction  ' 
Robert  L  Keller  •  H  P  Hood  Inc 
I'hilip  E  Beekman  •  Hook-SupeRx.  Inc. 
Tliomas  Cudykunst  •  Idle  Wild  Foods,  Inc. 
Ted  Black  •  Ingersoll-Rand 
Daniel  L  Goodwin  •  The  Inland  Group.  Inc. 
Richard  Sanford  Inc   •  Intelligent  Electronics 
lohn  A  Georges  •  International  Paper 
Warren  D  Fuller  •  INTRACORP 
lames  H  Kcyes  •  Johnson  Controls 
David  A  Olsen  •  Johnson  &  Higgins 
lames  Miller  •  JP  Foodservice,  Inc. 
William  H  La  Mothe  •  Kellogg  Company 
Victor  I  Riley,  Ir   •  Key  Corporation 
lohn  E  Hayes  •  KPL  Gas  Service 
Charles  Koch  •  Koch  Industries 
lonC  Madonna  •  KPMG 
losfph  A  Pichler  •  The  Kroger  Co. 
Robert  ^X'  Murdoch  •  Lafarge  Corporation 
Ian  M  Rolland  •  Lincoln  National  Corporation 
Kenneth  W  Butterworth  •  Loctite  Corp 
Harry  A  Merlo  •  Louisiana-Pacific 
Raymond  A  Hav  •  The  LTV  Corporation 
lohn  F  McGiIIicuddv  •  Manufacturers  Hanover  Coi 
Cjcorge  Fertitla  •  Margeotes  Fertitta  &  Weiss,  Inc. 
Robert  I  Dineen  •  The  Marley  Company 
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e  Americans  with  Disabilities  Act  was  written  to  help  millions  of 
Americans  with  disabilities  compete  fairly  for  jobs.  What  American 
business  leaders  need  to  make  it  work  is  information  on  hiring  disabled 
persons,  where  to  recruit  them,  and  how  to  comply  with  the  new  law. 
America's  top  CEOs,  the  members  of  the  Disability  2000-CEO  Council 
shown  here,  are  sponsoring  efforts  to  find  that  information  and  get  it  out 
to  the  business  community. 

For  further  information,  contact  Frank  P.  Rocco,  Executive  Director, 
Disability  2000  -  CEO  Council,  c/o  The  National  Organization  on 
Disability,  910  16th  St.  N.W.,  Suite  600,  Washington,  D  C.  20006. 


in  R  Augustine  •  Martin  Marietta  Corporation 
■s  M  Cawlcy  •  MBNA  American  Bank,  N  A. 

L  Dionne  •  McGraw  Hill,  Inc 
)n  McLanc,  |r   •  McLane  Company,  Inc. 

Drew  •  Menasha 

I^eorgc  •  Merchants  Distributors,  Inc, 
m  A  Schreyer  •  Merrill  Lynch  &  Co  Inc 
:  D.  Mathcwscjn  •  Mid-America  National  Bank 
A  Batlat  •  Mincmet  Inc 

ihort,  jr   •  Mine  Safety  Appliances  Company 
d  K.  Earner  •  National  Medical  Enterprises 
C  CotliMf^  •  Navistar  International  Corporation 
Kanai  •  NEC  Technologies,  Inc 

I  C.  Anderson  •  No,  American  Life  and  Casualty  Co. 

)nd  J,  Noorda  •  Novell,  Inc 

M  Lubctkin  •  Oshman's  Sporting  Goods 

m  R  Howell  •  J.C.  Penney  Co.,  Inc. 

Kauffman  •  Pennsylvania  Power  &  Light  Co. 
d  W  Mabe  •  Perdue  Farms 
)r  N  Kelley  •  The  Perkin-Elmer  Corporation 
'  Judson  •  Parsons  Corporation 
id  T  Pratt,  jr   •  Pfizer 
e  B  Harvey  •  Pitney  Bowes  Inc, 
d  F  Mitchell  •  Potomac  Electric  Power  Company 
nt  A  Sarni  •  PPG  Industries,  Inc. 
F  O'Malley  •  Price  Waterhouse 
F  McDonald  •  Prime  Computer,  Inc 
r  Ackerman  •  Public  Service  Co.  of  New  Mexico 
1  M  Scgel  •  QVC  Network,  Inc 
d  A  Bernstein  •  RAB  Holdings 
Z.  Morley  •  Reliance  Electric 
tchell  Watson,  Jr  •  ROLM 


Michael  T  Rose  •  Michael  T  Rose  Companies 

Donald  W  Brinckman  •  Safety-Kleen  Corporation 

John  H  Bryan  •  Sara  Lee  Corporation 

Charles  R  Schwab  •  Charles  Schwab  &  Co,,  Inc. 

Marvin  Schwan  •  Schwan's  Sales  Enterprises,  Inc 

J  R  Beyster  •  Science  Applications  Internat'l  Corp 

Edgar  M  Bronlman  •  Joseph  E  Seagram  &  Sons,  Inc 

Alex  J  Mandl  •  Sea  land  Service  Inc 

McrcedeseM  Miller  •  SERD/BTS 

Otto  Silha    •  Silha  Associates 

Raphael  Bcnaroya  •  Sizes  Unlimited  Inc. 

Ronald  L  Kuehn,jr   •  SONAT  Inc, 

Jerre  L  Stead  •  Square  D  Company 

Jerry  K  Myers  •  Steelcase,  Inc, 

Martin  F  C  Emmett  •  Tambrands  Inc. 

Beverly  F  Dolan  •  Textron  Inc 

Reginald  F  Lewis  •  T.L.C  Beatrice  Internat'l  Holdings 
Thomas  D  O'Malley  •  Tosco 

David  C  Carpenter  •  Transamerica  Occidental  Life 

George  S,  Slocum  •  Transco  Energy  Company 

Carl  C  Icahn  •  Trans  World  Airlines 

Edward  H  Budd  •  The  Travelers  Corporation 

Marshall  S  Cogan  •  1 1  International  Holdings 

John  H  Tyson  •  Tyson  Foods 

Drew  Lewis  •  Union  Pacific  Corporation 

Kent  Nelson  •  United  Parcel  Service 

William  T  Esrey  •  United  Telecommunications  Corp 

J  Darrell  Kelley  •  United  Telephone  Company  of  Ohio 

James  F  Orr  111  •  UNUM  Life  Insurance  Co.  of  America 

Jack  A  MacAllistcr  •  U  S  West 

Charles  A  Corrv  •  USX  Corporation 

Sam  B  Vitt  •  Vitt  Media  International,  Inc. 


loseph  D  Wilhams  •  Warner-Lambert  Company 
Dean  L  Buntrock  •  Waste  Management  Inc. 
Thomas  M  Duff  •  Wellman 
James  T.  Drcsher  •  York  International 
Alexander  Kroll  •  Young  &  Rubicam 

OTHER  COUNCIL  SUPPORTERS 

AMAX  Inc. 
ARCO 
AVNET,  Inc. 

The  Dun  &  Bradstrcct  C'orporation 

First  National  Bank  of  Clearwater 

The  Gillette  Company 

Hertz  Corporation 

Kelly  Services 

MCI  Corporation 

Mercantile  Stores  ("ompany 

Northrop  Corporation 

The  Sherwin-Williams  Company 

United  Research 

The  Upjohn  Company 

Time  Warner  Inc. 

Westinghouse  Electric  Corporation 
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FOR  BANKS,  THE  PANIC 
IS  COMING  TO  AN  END 


Although  real  estate  is  still  slipping,  the  worst  loan  woes  may  be  over 


For  the  past  year,  the  plunge  in  real 
estate  values  seemed  to  be  propel- 
ling the  banking  industry  toward 
disaster.  Office  vacancies  were  rising, 
property  values  were  falling,  and  bad 
loans  were  piling  up  at  an  alarming  rate. 
The  calamitous  drop  in  real  estate  even 
claimed  its  first  major  bank  victim.  Bank 
of  New  England  collapsed  on  Jan.  6  un- 
der the  weight  of  bad  construction  loans. 

Now,  less  than  five  months  after  bne 
failed,  the  banking  industry's  palpable 
panic  appears  to  be  subsiding.  True, 
commercial  real  estate  markets  continue 
to  weaken.  But  bankers,  analysts,  and 
even  regulators  contend  that  the  steady 
deterioration  in  loan  portfolios  is  finally 
slowing.  "The  mood  has  gotten  more 
positive,"  says  consultant  Bert  Ely  of 
Ale.xandria,  Va.  "Bankers  are  a  lot  more 
upbeat  than  they  used  to  be." 

An  aggressive  ap})roach  to  identifying 
troubled  i-eal  estate  loans,  combined 
v/ith  a  steady  buildup  in  reserves 
against  haky  credits,  has  enabled  many 


banks  to  get  a  handle  on  their  real  es- 
tate problems.  "Banks  have  found  most 
of  the  bad  loans  and  reserved  against 
them,"  says  L.  William  Seidman,  chair- 
man of  the  Federal  Deposit  Insurance 
Corp.  and  an  advocate  of  banks  taking 
their  medicine.  What's  more,  the  steady 
decline  in  interest  rates  has  improved 
operating  margins.  Banks  lately  pay 
much  less  to  attract  deposits — a  six- 
month  certificate  of  deposit  pays  5.8%, 
vs.  7.75%  a  year  ago — while  their  still- 
solid  older  loans  reap 
double-digit  interest  in- 
come, a  sweet  spread. 
LESS  GLOOMY.  There  al- 
ready are  signs  that  the 
buildup  in  new  nonper- 
forming  loans,  general- 
ly those  that  are  90 
days  or  more  past  due, 
may  have  peaked  at 
many  banks.  After  ris- 
ing steadily  last  year, 
the  rate  of  increase  in 
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problem  loans  slowed  in  the  first  qua 
for  a  lot  of  banks  (table).  Certainly,  fi 
quarter  results  can  be  misleading 
cause  banks  are  reluctant  to  clas, 
loans  as  nonperforming  at  the  star1 
the  year,  preferring  to  give  borrow^ 
more  time.  But  many  analysts  exp 
loan  portfolios  to  stabilize  by  yeare 
provided  the  recession  doesn't  drag 

Even  in  New  England,  the  natic 
biggest  real  estate  nightmare,  wh 
most  banks  have  been  badly  mauled, 
mood  is  far  1 
gloomy.  Executives 
the  region's  bigg 
banks — Bank  of  Bost 
Hartford-based  Sh 
mut  Bank,  and  Fie 
Norstar  Financ 
Group  in  Provideno 
expect  the  number 
new  real  estate  Ic 
problems  will  gradu. 
drop.  Says  Matth 
Galligan,  a  vice-pr( 


FIN 


f  Bank  of  Boston's  real  estate  divi- 
I  believe  we've  seen  the  worst." 
't  expect  miracles,  though.  Despite 
ghter  assessment,  no  one  is  about 
iict  a  near-term  rush  to  prosperity 
king.  Bad  real  estate  loans  and  the 
if  carrying  foreclosed  properties 
at  a  drag  on  bank  earnings  for 
to  come.  The  FDlC  projects  that 
,nks  will  fail  in  1991  if  the  reces- 
ids  by  midyear;  53  have  gone  un- 
is  year  so  far,  and  169  went  down 
).  Still,  many  bankers  are  forecast- 
lecline  in  bad  assets,  albeit  a  mod- 
e,  in  early  1992.  That  could  help 

the  crisis  atmosphere  that  has 
led  the  industry  for  a  while — a 
e  that  has  made 
cult  for  banks  to 
capital  and  some- 

to  secure  short- 
'unding. 

1  Street  has  al- 
recognized  the  in- 
^'s  shifting  for- 

Stock  prices  for 

in  the  Standard 
)r's  500-stock  in- 
Lhis  year  have 
1  almost  50'/',  vs. 
for  the  overall  in- 
nitially,  the  rally 
,ed  the  view  that 
stocks  were  pun- 
too  severely  last 
But  after  a  brief 

bank  stocks  be- 
eading  even  high- 
lune. 

improved  outlook 
lot  to  do  with  how 
rs  tightened  up 
■eal  estate  lending 
;es.  As  the  real 

market  worsened 
.tically  last  year, 
an  and  other  reg- 
s  pressured  bank- 
:o  get  tougher 
identifying  poten- 
oblem  loans.  Non- 
■ming  real  estate 

at  the  35  biggest  banks  tracked 
domon  Brothers  Inc.  jumped  to 
billion  at  the  end  of  1990,  up  78%' 
1989. 

[PILING  RESERVES.  This  sober  atti- 
•equired  banks  to  shed  their  tradi- 
Pollyannaish  view  of  real  estate — 
fid  where  problems  solve  them- 

because  the  property  market  al- 
springs  back.  "The  typical  bank- 
approach  was  always  to  give 
)pers  time  to  work  out  their  prob- 

says  an  executive  in  charge  of 
state  lending  at  a  New  York  mon- 
iter  bank.  "Now,  bankers  believe 
lange  in  value  is  permanent.  Prices 

coming  back  to  their  old  levels." 
eturn  to  the  sizzling  1980s  is  not  in 


the  offing.  Commercial  real  estate, 
which  has  caused  banks  the  most  grief, 
will  continue  to  endure  staggering  va- 
cancy rates  in  office  buildings  (chart). 
While  there's  little  new  construction,  the 
excess  inventory  may  take  as  long  as 
five  years  to  be  filled. 

To  see  how  seriously  banks  are  taking 
this  unhappy  situation,  just  look  at  their 
relentless  stockpiling  of  reserves  against 
nonperforming  loans.  Keefe,  Bruyette  & 
Woods  Inc.  calculates  that  the  largest 
120  banks  raised  their  reserve  levels  by 
$2.1  billion  after  loan  write-offs  in  the 
final  quarter  of  1990.  Banks  also  in- 
creased their  loan-loss  funds  by  an  addi- 
tional $373  million  in  1991's  first  quarter. 


SOME  BIG  BANKS  ARE  TAKING  LESS  OF  A  HIT 


INCREASE  IN  NEW  LOAN  PROBLEMS' 

MILLIONS  OF  DOLLARS 

 '90   

I  II  III 


'91 


CITICORP 

$1,131 

$1,312 

$1,794 

$1,384 

$1,426 

BANKAMERICA 

54 

-110 

129 

441 

466 

CHASE  MANHATTAN 

434 

595 

688 

772 

672 

J.P.  MORGAN 

•6 

17 

22 

175 

-7 

SECURITY  PACIFIC 

367 

366 

416 

587 

740 

CHEMICAL 
BANKING 

-44 

167 

324 

392 

326 

BANKERS  TRUST 

10 

261 

311 

292 

171 

NCNB 

207 

160 

231 

226 

168 

MANUFACTURERS 
HANOVER 

110 

186 

188 

674 

170 

WELLS  FARGO 

48 

155 

-13 

282 

237 

INCIUDES  NET  CHANGES  IN  NONPiRFORMING  ASSETS,  LOAN  LOSSIS,  ANB 
EXPENSES  FOR  fOREClOSEO  PROPERTY,  BUT  EXCLUDES  THIRD  WORLD  DEBT 


As  it  stands  now,  the  top  50  U.  S.  banks 
have  enough  reserves  to  cover  96%  of  all 
their  nonperforming  loans,  according  to 
IBCA  Inc.,  a  bank  credit-rating  agency. 

Of  course,  that  doesn't  mean  all  banks 
are  well  covered.  Citicorp,  the  nation's 
largest  real  estate  lender,  has  only 
enough  reserves  to  cover  39%  of  its  bad 
loans.  But  Citi  is  not  the  norm.  First 
Interstate  Bancorp  in  Los  Angeles  has  a 
reserve  ratio  of  123%.  Even  some  New 
England  banks  are  sitting  on  more  com- 
fortable cushions.  At  the  close  of  the 
first  quarter,  loan-loss  provisions  at 
Shawmut  were  equivalent  to  more  than 
70%  of  their  bad  loans. 

Banks  also  are  clamping  down  on  de- 
linquent borrowers.  Consider  Balti- 


more's MNC  Financial  Inc.,  which  has 
seized  more  than  $100  million  in  proper- 
ty so  far  and  may  take  title  to  or  fore- 
close on  an  additional  $400  million  worth. 
Together,  that  represents  a  staggering 
10%  of  MNC's  $5  billion  real  estate  port- 
folio. "No  more  Mr.  Nice  Guy,"  says  W. 
Bruce  McPherson,  who  heads  the  bank's 
six-month-old  arm  that  manages  and 
sells  distressed  property. 
STOMACH-CHURNING  LOSS.  Foreclosure  is 
a  messy  business  that,  aside  from  mak- 
ing banks'  financial  results  look  bad, 
brings  lots  of  other  headaches.  Used  to 
portfolio  management,  not  plumbing 
maintenance,  banks  suddenly  become 
landlords  and  must  deal  with  tenant 
gripes,  lease  negotia- 
tions, and  repairs. 

Beyond  this,  legal 
skirmishing  over  fore- 
closure, especially  with 
a  wily  commercial  de- 
veloper, is  seldom  fun. 
Some  developers  seek 
refuge  in  bankruptcy 
court.  That's  how  New 
York  builder  Bruce 
Eichner  thwarted  Euro- 
pean American  Bank 
and  Bank  of  Nova  Sco- 
tia in  February.  The 
banks  had  moved  to 
foreclose  on  CitySpire, 
his  brass-topped,  72-sto- 
ry condo  tower,  after  he 
missed  payments  on 
$120  million  in  loans  for 
the  Manhattan  edifice. 
But  Eichner  slammed 
the  door  in  their  faces 
when  he  put  the  part- 
nership that  owned  the 
place  into  Chapter  11, 
where  the  matter  now 
hangs  in  limbo. 

Once  the  banks  do 
get  hold  of  a  property, 
many  aren't  shy  about 
selling  it — even  if  that 
means  taking  a  huge 
loss  in  a  down  iriarket. 
The  hits  vary  in  size  depending  on  the 
location  and  type  of  property.  MNC  is 
taking  a  stomach-churning  loss  on  devel- 
oper Robert  Marceca's  plan  to  convert 
24  New  York  apartment  buildings  to  co- 
ops, a  scheme  that  foundered  in  Goth- 
am's depressed  residential  environment. 
The  bank,  which  lent  Marceca  $65  mil- 
lion and  got  other  banks  to  chip  in  an 
additional  $25  million,  has  agreed  to  sell 
the  buildings  for  about  $20  million.  Says 
MNC's  McPherson:  "We  take  the  market 
as  it  is."  For  banks,  that  wisdom  is 
heartening,  however  belated. 

By  John  Meehan  and  Larry  Light  in  New 
York,  with  Geoffrey  Smith  in  Boston, 
Joseph  Weber  in  Baltimore,  and  bureau 
reports 
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INSURANCE  I 


SERVISON  CUT  EXPENSES  AND  SOLO  A  MONEY-LOSING  OPERATION — BUT  IT  WASN'T  ENOUGH 

AS  INSURANCE  FAILURES  GO, 
THIS  ONE  COULD  BE  WORSE 


Policyholders  won't  suffer  from  a  state  takeover  of  Monarch 


For  weeks,  the  question  festered: 
Who's  next?  Fii-st  Executive  Corp., 
a  1980s  highflier,  had  crashed  in 
April,  followed  by  the  collapse  of  Firet 
Capital  Holdings  Corp.  Then,  on  May  30. 
came  the  next  victim  in  the  Great  Insur- 
ance Shakeout.  Massachusetts  regula- 
tors took  over  Monarch  Life  Insurance 
Co.,  once  a  thriving  seller  of  investment- 
oriented  life  insurance.  While  the  prob- 
lems at  the  other  two  insurei^s  stem 
from  overreliance  on  junk  bonds.  Mon- 
arch's millstone  is  more  tj-pical:  bum 
real  estate  investments. 

And  in  contrast  to  Los  Angeles'  First 
Executive  and  First  Capital,  there's  a 
happy  ending  here — at  least  for  policy 
owners.  Regulators  expect  to  sell  Mon- 
arch Life,  based  in  Springfield,  Mass., 
quickly.  There  are  four  suitors,  including 
Philadelphia's  Penn  Mutual  Life  Insur- 
ance Co.  and  Private  Capital  Partners 
Inc.,  a  Purchase  (X.  Y.)  investment 
.uTOup.  That  will  spare  Monarch's  250,000 
policyholdei-s  the  uncertainty  that  the 
3*8,000  First  Executive  and  563,000  First 
Capititl  clienus  are  going  through.  Mon- 
arch policyholders  will  emerge  un- 
scathed with  a  new  company.  They 
won't  have  to  sit  anxiously  in  regulatory- 
purgaiorj'.  waiting  to  see  if  policy  values 
must  shrink  to  match  up  with  the  with- 
ered asset.*  that  support  them. 

Monarch  clients  are  luckv  because  the 


company's  bad  assets  aren't  held  by  the 
insurance  operating  unit,  as  is  the  case 
with  the  Los  Angeles  insurers.  That  is 
what's  so  attractive  to  the  Monarch 
unit's  suitors.  Once  Monarch  Life  is  sold, 
all  those  empty  office  buildings  stay 
with  the  parent,  Monarch  Capital  Corp., 
which  executives  admit  is  headed  for 
bankruptcy  court. 

Monarch's  real  estate 
fiasco  was  foreshad- 
owed by  the  decline  of 
its  premier  product,  sin- 
gle-premium variable 
life  insurance.  In  1981, 
then-Chairman  Gordon 
X.  Oakes  Jr.  developed 
the  novel  policy,  which 
combined  a  death  bene- 
fit with  big  returns 
linked  to  the  stock  mar- 
ket. This  attracted 
droves  of  customers 
who  were  fed  up  with 
the  minuscule  returns 
from  traditional  life  pol- 
icies and  fired  up  bv  the 
1980s'  bull  market.  By 
1986,  Monarch's  earn- 
ings had  tripled. 

But  the  1987  stock 
market  crash,  along 
with  1988's  elimination 
of  tax  incentives  that 


MONARCH'S 
REIGN  AND  RUIN 

1981  Starts  selling  vari- 
able life  policies,  which 
make  it  one  of  the  nation's 
hottest  insurers 
OCT.  19,  1987  Stock  mar- 
ket crash  damages  variable 
life  business 

1990  Real  estate  woes 
help  bring  S521  million  loss. 
Variable  life  business  is  sold 
off.  Management  is  replaced 
MAY  30, 1991  Massachu 
setts  regulators  take  over 
Monarch's  life  unit 

JUNES,  1991  Four  buy 
ers  emerge  to  vie  for  Mon- 
arch Life 


aided  variable  life,  nearly  killed  the 
uct.  Loans  on  single-premium  vai 
policies  are  now  no  longer  tax-free, 
fell  to  S83  million  in  1990  from  S2  b 
in  1987. 

That  left  real  estate  to  shore  up 
its.  The  holding  company  had  bom 
a  lot  from  a  consortium  of  banks,  le 
Chase  Manhattan  Bank.  More  than 
of  Monarch  Capital's  investments 
in  real  estate,  primarily  comme 
properties  in  Xew  England. 

But  the  region's  office  overbui 
produced  vacancy  headaches,  whicl 
recession  made  worse.  The  resuli 
1989,  Monarch  booked  its  first  loss 
million,  since  the  holding  company's 
formation.  Last  year,  the  news  was 
ly  horrible:  S521  million  in  red  ink 
arch  scrambled  to  bolster  itself,  brin 
in  new  management  in  mid-1990 — ai 
posed  to  First  Capital,  where  CEO  R( 
I.  Weingarten  quit  only  uvo  month! 
fore  the  insurer's  collapse,  and  First 
ecutive,  where'  Fred  Can-  still  is 
Monarch's  board  replaced  Oakes 
Roger  T.  Senison.  a  highly  regarde( 
ecutive  from  Fidelity  Investments, 
Boston  mutual-fund  colossus, 
thought  we  could  handle  the  real  e; 
problems  if  we  cut  expenses," 
Ser\ison.  He  also  sold  the  bulk  o 
variable  life  policies  to  Merrill  Lyn( 
Co.  for  SITO  million. 
CLEAN  SLATE.  Senison's  efforts  wer 
in  vain.  By  fall,  1990,  propeitv"  appra 
came  in  as  much  as  below  prev 
levels.  This  forced  write-downs  that 
the  company  in  \iolation  of  loan  c 
nants.  State  officials,  worried  that 
bank  consortium  would  seek  repa\T 
of  its  S235  million  loan  from  the 
assets  of  the  insurance  unit,  seized  ? 

 :  arch  Life. 

By  leaving  the  fs 
real  estate  holdi 
with  the  parent,  a  r 
scent  Monarch 
would  start  with  a  c 
slate.  Private  Cap 
Partners,  intending 
streamline  the  insi 
further  and  expand 
annuity  business,  w; 
to  inject  S25  millioi 
fresh  equity  into 
life  company.  I 
Monarch  Capit 
Senison,  who  is  lef 
deal  with  the  hok 
company's  tri 
"That's  certainly 
new^s  for  the  policyh 
ers."  These  days,  th 
nice  to  hear. 

By  Geoffrey  Smit 
Boston,  untk  Larry  L 
in  Xeu'  York 
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MARKETS  &  INVESTMENTS! 


MUTUAL  FEAR  AND  LOATHING 
AT  A  MUTUAL  FUND 


A  director  takes  on  a  manager  in  an  unusually  nasty  lawsuit 


With  a  reputation  as  one  of  the 
savviest  mutual-fund  manag- 
ers around,  Michael  Price  isn't 
easily  perturbed.  So,  asked  about  a  law- 
suit recently  brought  against  his  Mutual 
Series  Fund  by  one  of  its  independent 
directors.  Price  seems  amused;  "This  is 
like  a  gnat  biting  your  neck,"  he  says. 

Maybe  so,  but  the  bite  of  this  pest, 
Stanley  Kitzinger,  may  smart  more  than 
most.  The  suit  questions  how  closely 
['rice  has  abided  by  controls  put  in  place 
as  part  of  a  Securities  &  Exchange  Com- 
mission consent  order  signed  in  1988. 
That  year,  Price's  investment  advisory 
firm,  Heine  Securities  Corp.,  without  ad- 
mitting or  denying  guilt,  entered  into  an 
agreement  on  charges  that  it  failed  to 
disclose  fully  brokerage  fees  paid  by 
Mutual  Series  funds  to  Price  and  the 
late  Max  Heine,  Heine's  ex-president. 

Plaintiff  Kitzinger  may  also  feel  a 
sting.  A  Mutual  Series  Fund  proxy  just 
a-  'iving  at  shareholders'  doors  contains 
material  strange  and  unsettling;  It 
dredges  up  the  association  of  both  Kit- 
zinger and  the  fund's  independent  direc- 
tors with  a  lawyer  who  was  later  arrest- 
ed for  impersonating  a  doctor. 
GETTING  THE  SACK.  The  suit  involves  a 
battle  between  Price,  who  runs  both  Mu- 
tual Series  Fund  and  Heine  Securities, 
and  Kitzinger,  a  75-year-old  former  re- 
search analyst  and  a  fund  director  since 
1980.  Price  is  pushing  Kitzinger  off  the 
lioard.  In  his  complaint,  filed  in  federal 
court  in  April,  Kitzinger  alleges  he  is 
being  tossed  out  because  he,  "more  than 
any  other  director,  has  acted  to  insure 
the  rights  and  interests  of  the  sharehold- 
ers." Kitzinger  claims  it  was  primarily 
his  actions  that  led  the  fund  group  to 
raise  Heine's  management  fees  from 
0.5'/'-  to  0.67' ,  instead  of  the  0.77'  request- 
i  ed.  That  may  seem  trivial,  but  with  $4.IJ 
I  billion  in  assets,  the  difference  to  Heine 
I  adds  up  to  $430,000.  Kitzinger  loses  the 
1  title  of  director  on  June  28,  but  his  suit 
i  demands  that  he  remain  on  the  board. 
I     Price's  version  differs.  His  fund 
I  grou[)'s  proxy  says  that  Kitzinger  is  be- 
i  ;ng  sacked  because  he  didn't  conform  to 
I  the  group's  code  of  ethics  by  refusing  to 
I  provide  certain  financial  statements.  The 
i  proxy  also  claims  Kitzinger  discussed 
i  "confidential  Fund  business"  with  his 


lawyer  and  "disrupted"  board  meetings. 
Says  Price:  "The  guy  is  a  dangerous  guy 
to  have  on  a  board."  Kitzinger  says  he 
later  provided  the  statements,  adding:  "I 
acted  at  all  times  as  an  independent  di- 
rector, not  a  rubber  stamp." 

Whether  Kitzinger  is  a  crank  or  a 
whistle-blower,  his  lawsuit  opens  the 
doors  for  an  ugly  internecine  squabble — 
at  a  time  when  Price  would  probably 
rather  avoid  the  spotlight.  The  three 
funds  under  his  Mutual  Series  Fund  um- 


Price,  while  pooh-poohing  the  sui:  h; 
taken  a  step  that  appears  intendl 
help  him  discredit  Kitzinger,  shoul  a; 
case  come  to  trial.  In  describingK 
zinger's  lawsuit.  Mutual  Series  Fno 
proxy  devotes  a  hefty  paragraph  It  f 
relationship  between  Kitzinger  ani 
former  lawyer,  Roger  Kapp,  whc] 
general  counsel  at  American 
Products  Corp.  for  two  years.  The 
refers  to  him  only  as  Kitzinger's  laj 
without  naming  him,  but  indicate: 
he  had  represented  the  independe 
rectors  of  the  fund  for  several 
The  proxy  charges  that  Kitzinge; 
suited  with  "his  lawyer"  about  ' 
dential  Fund  business"  and  sugg 
the  fund  hire  Kapp  as  a  consu 
"even  though  [Kitzinger's]  lawyer 
arrested  in  October,  1990,  for  Cri 
Impersonation  Second  Degree." 
was  arrested  for  ordering  a  New 
hospital  to  provide  enemas  to  two 
en  patients,  then  telephoning  th 


rice  calls  Kitzinger's  suit  "like  a  gnat  biting  your  neck."  But  it  could 
sting — especially  since  the  three  funds  he  manages  have  been  laggards 


brella — Mutual  Qualified,  Mutual 
Shares,  and  Mutual  Beacon — have  had 
stellar  results  over  the  long  term.  But 
all  three  stumbled  badly  in  1989  and 
1990,  losing  roughly  10%  in  1990,  vs.  a 
3.17  drop  for  the  Standard  &  Poor's  500- 
stock  index.  His  funds  are  trailing  the 
S&P  by  3  percentage  points  through  May 
31  of  this  year. 

DOCTOR,  LAWYER.  Also  potentially  vex- 
ing is  the  chance  that  Kitzinger's  suit,  if 
brought  to  trial,  will  drag  into  view  the 
contents  of  a  so-called  letter  of  deficien- 
cy the  SEC  sent  Mutual  Series  Fund  in 
February.  Price  calls  the  letter  a  routine 
response  to  an  SEC  audit,  like  a  "parking 
ticket."  He  adds:  "I  would  dispute  very 
strongly  that  there  was  anything  in 
there  that's  in  any  way  serious."  Still,  he 
declines  to  reveal  its  contents. 


tients  to  discuss  the  enemas.  K:! 
lawyer,  Barry  Bohner,  said  at  the 
that  Kapp's  conduct  stemmed  frci. 
"medical  problem  for  which  he  is  re^ 
ing  treatment."  He  now  adds 
Kapp's  case  has  been  "adjourned  in| 
templation  of  dismis.sal,"  a  fact 
proxy  includes  as  well.  ' 

Price  says  his  original  proxy  contil 
little  more  than  a  proposed  slate  cj 
rectors.  But  after  Kitzinger  dema' 
that  the  proxy  include  details  of  his 
plaint.  Price  evidently  chose  to  trot 
the  criminal  impersonation  detail.  1 
says  he  has  bigger  things  to  wja 
about:  "I've  got  to  focus  on  main 
money  for  shareholders."  No  doubt 
hope  his  focus  will  be  sharper  th 
has  been  over  the  past  two  years 
By  Andrea  Rothman  in  New 
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BY  GENE  G.  MARCIAL 

THIS  DISCOUNT 
BROKER  LOOKS 
LIKE  A  BARGAIN 


R 


kCgarded  not  many  years  ago  as 
the  new  kid  on  the  block,  dis- 
»>count  broker  Charles  Schwab 
has  grown  fast,  outscoring  the  big 
boys  in  the  securities  business  in  sever- 
al ways.  Schwab's  stock  has  more  than 
doubled,  to  23  from  11  in  January.  Af- 
ter such  a  rapid  rise,  it  may  have  to 
pause  for  a  while  to  catch  its  breath. 
No  matter,  say  several  pros:  Schwab  is 
still  a  stock  to  own. 

"Although  it  has  run  up  quite  a  bit,  I 
would  rather  buy  shares  of  Schwab 
than,  say,  Merrill  L\iich,  mainly  be- 
cause of  the  dynamic  gi'owth  that  I  see 
in  Schwab  over  the  long  haul,"  says 
Perrin  Long,  considered  the  dean  of 
analysts  tracking  the  securities  busi- 
ness. He  figures  Schwab  is  worth 
twice  its  current  price  based  on  his 
earnings  projections.  Schwab,  the  larg- 
est discount  broker,  with  1.4  million 
accounts  at  its  129  branches  around 
the  country,  still  has  a  long  way  to  go, 
says  Long,  director  of  equity  research 
at  First  of  Michigan. 

Shares  of  Merrill  and  other  major 
brokers  have  also  done  well,  largely 
because  of  the  market's  climb  this 
year.  But  what's  unusual  is  that  inves- 
tors have  accorded  Schwab  far  richer 
multiples  for  its  earnings  and  book  val- 
ue than  they've  given  the  bigger  Wall 
Street  brokers — and  should  continue  to 
do  so.  Schwab's  stock  trades  at  a  price- 
earnings  ratio  of  25,  vs.  10  to  14  for 
other  broker  stocks,  and  Schwab  sells 
at  more  than  three  times  its  book  value 
of  S6.40  a  share,  vs.  about  two  times 
for  the  majors. 

Schwab's  earnings  and  revenues  are 
bound  to  grow  even  faster  because  of 
the  new  business  that  Schwab  plans  to 
get  into:  lucrative  "wholesale"  market- 
making  in  over-the-counter  stocks.  On 
June  5,  Schwab  signed  an  agreement 
to  acquii"e  Mayer  &  Schweitzer,  a  mar- 
ket maker  in  OTC  stocks,  accounting 
for  about  &"<  of  Nasdaq  volume. 
EXPANSION  TEAM.  That  will  give 
Schwab  an  even  wider  client  base,  says 
Long,  who  expects  earnings  of  SI. 05  a 
share  this  year  and  $1.30  next  year — 
up  sharply  from  last  year's  62(t.  By 
1994,  he's  forecasting  close  to  $2. 
Schwab  has  added  special  ser\ices  to 
HCti-act  financial  ad\isers  who  are  paid 
fees  to  manage  other  people's  assets  in 


CHARLiS  SCHWAB: 
CLIMBING  NEW  HEIGHTS 


DiSR;  BRIDGE  INFORMAHON  SYSTIMS IKC 


the  Si  million  to  $500  million  range. 

Schwab  has  developed  a  niche  busi- 
ness that  provides  "fast,  timely,  and 
efficient"  technology-driven  trading 
and  back-office  services  that  indepen- 
dent money  managers  find  very  help- 
ful, says  Steve  Hoover  of  Hoover  Man- 
agement in  Boston.  Hoover  adds  that 
he  isn't  just  a  big  investor  in  Schwab — 
he's  a  "satisfied  customer." 

This  new  business  with  financial  ad- 
visers and  managers  has  contributed 
some  10%  to  Schwab's  revenues,  says 
founder,  Chairman,  and  CEO  Chuck 
Schwab.  That  has  helped  assets  in  its 
care  grow  faster,  to  $36  billion  from 
S30  billion  a  vear  ago. 


ALEXANDER'S 
BURIED  TREASURE 


lew  York  department-store 
chain  Alexander's  is  one  of  the 
I  market's  big  losers.  Its  stock 
traded  as  high  as  77  in  1988.  after  real 
estate  developers  Donald  Trump  and 
Steve  Roth  each  acquired  27.2''^  of  the 
company's  shares  outstanding.  But  the 
recession  plus  New  York's  real  estate 
bust  have  put  the  company  in  the  red 
since  1988.  And  Trump's  financial  woes 
have  helped  clobber  the  stock,  to  30 
from  57  in  1990.  That's  enough  to  scare 
away  investore.  But  some  smart-money 
players  have  been  buying  recently. 

Why'?  Trump's  stake  has  been 
ttirned  over  to  Citicoi-p  to  cover  part  of 
his  debt.  One  big  investor  says  Citicorp 
has  been  to  talking  to  Roth,  the  presi- 
dent of  Interetate  Properties,  about  the 
sale  of  Trump's  stake.  Whispers  are 
that  they  are  near  agreement  on  a  deal 
for  S40  a  share.  If  that  sale  goes 


through.  Roth's  stake  will  rise 
55.2^"^ — enough  to  give  him  control 
addition.  Roth  has  been  buying  sh; 
in  the  open  market  in  recent  week 
"That  will  fuel  talk  that  Roth 
then  acquu-e  the  remaining  stoi 
says  Allan  Roness,  an  analyst  at  1 
nestock,  who  estimates  that  Ale: 
der's  prime  real  estate  properties 
worth  three  times  their  book  value 
spite  the  real  estate  slump.  He  n( 
that  Alexander's,  which  operates 
stores  in  New  York,  values  its  pro 
ties  at  only  S120  million,  when  the; 
actually  worth  S360  million.  Dedue 
debt  leaves  a  value  of  S310  million 
$64  a  share.  A  surprise  earnings 
as  the  economy  recovers  "would  be 
ing  on  the  cake,"  savs  Roness. 


WHAT'S  LOUIS  MAR] ) 
UP  TO  AT  GLOBAL? 


The  stock  of  Global  Natural 
sources,  a  little-knovra  Hous 
oil-and-gas  exploiter  and  prod 
er,  has  been  treading  water  at  aroi 
$5  a  share.  But  some  sav'Ay  moi 
managei-s  see  it  as  an  energj"  st< 
with  assets  that  are  way  unden'alu 
The  company,  whose  stock  trades 
the  Big  Board,  has  a  nearly  2%  stake 
a  huge  Indonesian  oil  field.  It  also 
other  oil-and-gas  rights  and  propert 
in  the  U.  S..  Argentina,  and  the  So\ 
Union.  Plus,  it  has  $34  milhon  in  ca 
One  analyst  says  the  catalyst  for 
alizing  the  value  of  Global's  assets 
be  Noel  Group,  which  has  a  25%  sta 
Noel  is  led  by  enti-epreneur  Lo 
Marx  Jr.,  who,  along  with  a  couple 
associates,  has  joined  Global's  boa 
Marx  is  known  in  the  oil  business 
selling  assets  of  companies  he  inve 
in.  And  "he's  determined  to  sell  so 
of  Global's  assets,"  says  Ed  Wach^ 
heim  III  of  Greenhaven  Associates 
The  company's  stake  in  Indone: 
located  in  the  Badah-Nilam  oil  fields 
worth  some  $70  million,  based  on  pn 
erties  in  the  same  field  that  were  p 
chased  by  state-owned  China  Oil 
year.  The  talk  is  that  China  Oil  a 
wants  to  buy  Global's  stake.  If  the 
donesian  holding  is  sold,  along  w. 
other  assets,  Global  could  end  up  w. 
some  S150  million  in  cash,  or  $5 
share,  says  Wachenheim.  And  Glol 
would  still  be  left  with  other  propert: 
valued  at  $150  million.  Wachenheim 
timates  a  total  asset  value  of  $10 
share.  And  if  Global's  exploration 
forts  in  the  So\iet  Union  and  Argen 
na  prove  successful,  the  company  cot 
be  worth  much  more,  he  says. 
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IT'S  GOING  TO  GET  HARDER 
TO  ZAP  THOSE  PESTS 


A  fight  in  Congress  seems  sure  to  bring  tighter  pesticide  controls 


AGRICULTURE 


Call  it  the  Delaney  conundrum.  The 
controversial  Delaney  clause, 
passed  by  Congress  in  1958,  bans 
even  the  tiniest  amounts  of  cancer-caus- 
ing chemicals  from  processed  food.  But 
the  statute  conflicts  with  one  passed  in 
1988,  which  ordered  the  Environmental 
Protection  Agency  to  review  hundreds 
of  pesticides  that  have  been  sold  for 
years  and  which  allows  residues  of  the 
chemicals  on  foods.  Under  a  strict  read- 
ing of  Delaney,  the  EPA  would  have  to 
sweep  some  50%  of  cancer-causing  pesti- 
cides off  the  market  or  severely  restrict 
their  use,  according  to  a  study  by  the 
National  .Academy  of  Sciences  (NAS). 
That,  chemical  makers  say,  would  send 
food  prices  soaring.  Unless  Delaney  is 
changed,  warns  a  top  EPA  official,  "we 
have  a  train  wreck  ahead  of  us." 
To  a\  •: ;.  a  collision — and  to  allay  pub- 
i  lie  conct.  .  over  chemicals  in  food — Sen- 
ator Edw,  ,  d  M.  Kennedy  (D-Mass.)  and 
Represent  tive  Henry  A.  Waxman  (D- 
Calif.)  h-r.  •,  introduced  a  food  .safety  bill 
that  woul't  fundamentally  change  how 


Washington  regulates  pesticides.  The 
measure  would  replace  the  inflexible  De- 
laney clause  with  a  concept  called  "negli- 
gible risk."  This  standard  would  require 
the  EPA  to  set  tough  enough  limits  on 
pesticide  use  so  that  residues  in  food 
cause  no  more  than  one  case  of  cancer  in 
a  million  people. 

NEXT  SKIRMISH.  The  bill  builds  in  an  add- 
ed cushion  of  safety,  requiring  the  EPA 
to  take  into  account  the  extra  suscepti- 
bility of  children  and  infants.  It  also 
would  bar  the  agency  from  considering 
the  costs  of  not  using  a  cancer-causing 
chemical — such  as  the  economic  cost  of 
losing  a  particular  crop  to  pests — in  set- 
ting tolerance  levels.  The  net  result  of 
these  changes  would  be  to  ban  or  re- 
strict as  many  as  30%  of  cancer-causing 
pesticides,  based  on  a  study  by  the  NAS. 

As  a  key  Congressional  hearing  ap- 
proaches on  June  19,  the  effort  to 
change  the  law  is  already  causing  con- 
tention. Environmentalists  and  consumer 
groups  are  loudly  protesting  Delaney's 
demise.  "We  don't  support  the  idea  of 


'acceptable'  levels  of  cancer,"  says 
Feldman  of  the  National  Coalit 
Against  the  Misuse  of  Pesticides.  At 
same  time,  pesticide  and  food  compai 
say  the  "negligible  risk"  standard  in 
bill  is  far  too  strict.  "We  finally  rr 
aged  to  get  everyone  to  understand 
Delaney  paradox,"  fumes  Juanita  D 
gan  of  the  National  Food  Process 
Assn.  "But  this  proposed  cure  is 
worse  than  the  disease.  We  can't 
with  it — and  we  won't." 

The  Kennedy-Waxman  bill  may 
largely  a  tactical  ploy,  designed  to  ju 
start  the  latest  round  of  negotiati 
over  a  broad  food-safety  bill.  Last  y( 
lawmakers,  Bush  Administration  c 
cials,  and  agency  representatives  fe^ 
ishly  negotiated  potential  fixes  up  to 
end  of  the  congressional  session.  ' 
legislative  drive  ran  aground  on  s 
thorny  issues  as  whether  a  new  fed( 
law  should  preempt  state  initiatives. 
KNOTTY  ISSUE.  The  new  effort  provi 
ample  room  for  compromises.  In  fi 
everyone  would  gain  something  fr 
the  legislation.  "Industry  gets  foods 
from  under  the  Delaney  clause,  whicl 
a  historic  step,"  says  Richard  Wi 
project  officer  for  a  1987  NAS  study 
pesticide  regulation  in  food.  "In  retu 
environmentalists  and  consumer  ad 
cates  get  protection  for  the  most  vulr 
able  group,  infants  and  children." 

Industry  is  expected  to  grudgingly 
cept  stricter  risk  standards  in  exchai 
for  preemption  of  any  laws  states  mi; 
be  planning — such  as  California's  fai 
Big  Green  initiative.  "When  states 
off  on  their  own  it  creates  horrend< 
problems,"  says  Jack  C.  Parnell,  forr 
deputy  secretary  of  agriculture.  P. 
last  fall,  Kennedy  and  Waxman  w 
willing  to  compromise  on  the  knotty 
sue  of  whether  the  epa  and  Agricult 
should  continue  to  balance  the  risk  o 
pesticide  with  its  benefits.  "There's 
of  disagreement  about  the  content  of 
bill,"  says  a  Waxman  staffer.  "1 
there's  a  strong  desire  to  legisl; 
this  year." 

The  effort  to  produce  a  bill  could  ge 
boost  from  a  case  in  a  federal  court 
California.  After  the  epa  failed  to  wi 
draw  four  cancer-causing  pesticides,  • 
Natural  Resources  Defense  Council  fi  < 
suit  in  April,  arguing  that  the  ager 
can't  reinterpret  the  Delaney  clau 
Based  on  a  decision  in  a  similar  case 
color  additives,  the  smart  money  is 
the  enviros.  "We  want  Congress  to  ac 
warns  the  NRDC's  Al  Meyerhoff.  "Bui 
they  don't,  we  will  use  the  courts  8 
the  states."  One  way  or  the  other,  1 
screws  will  be  tightened  on  pestic 
regulation. 

By  John  Carey  in  Washingi 
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ENVIRON! 
ii 


You've  analyzed.  You've  agonized. 
You've  listened  to  all  the  experts.  And 
now  that  the  future's  here,  where  are 


gets  your  current  computers  working 
together.  We  take  what  you  have  and 
make  sure  it  works  with  what  you  need. 


anyone  could  do  it.  But  by  solving  tough 
problems  for  big  companies  and  small 
companies  and  governments  every- 


IF  EVERYONE  WAS  PLANNING  FOR  THE  FUTURE, 
HOW  DID  THINGS  GET  SO  MESSED  UP? 


you?  Trying  to  cope  with  an  unmanage- 
able mishmash  of  computers.  A  system 
that  has  become  more  liobility  than 
asset.  Are  we  overstating  the  problem? 
Not  to  the  guy  who's  got  to  tell  the  boys 
upstairs  exactly  what  went  wrong  and 
how  much  money  he  needs  to  fix  it.  But 
don't  be  rash.  Before  you  do  that,  give 
us  a  call.  We  can  develop  a  system  that 


Protecting  your  investment,  eliminating 
waste,  controlling  costs.  We  don't  have 
a  crystal  ball.  But  what  we  can  promise 
you  is  on  information  system  that  builds  in 
all  the  freedom  and  flexibility  you  need 
to  be  ready  for  the  future.  Whatever 
the  future  happens  to  be.  Worldwide 
Of  course,  we're  not  say- 
ing this  is  easy.  If  it  were, 


Bull 


Information 


Systems 


where,  we've  become  one  of  the 
largest  suppliers  of  information  tech- 
nology in  the  world.  Call  1-800-233- 
BULL,  ext.  2100.  1-800-268-4144  in 
Canada.  After  all,  why  have  an  informa- 
tion system  that's  confounded  by  the 
future.  When  you  can  just 
05  easily  have  one  that's 
completely  at  home  there. 


^1 


We  solve  the  toughest  problems  in  the  world. 


MAKING  DEALS— WITHOUT 
GIVING  AWAY  THE  STORE 


U.S.  chipmakers  with  Japanese  partners  start  playing  smarter 


Few  companies  ever  equipped  their 
competitors  the  way  U.  S.  chip- 
makers  primed  the  Japanese.  When 
Intel  and  Motorola  licensed  NEC  and  Hi- 
tachi to  build  low-end  microprocessors  in 
the  late  1970s,  their  partners  snared  so 
many  customers  that  America's  global 
market  share  tumbled.  When  chip-design 
leaders  LSI  Logic  and  VLSI  Technologies 
swapped  their  software  skills  for  Japa- 
nese production  technology,  they  helped 
make  world-class  rivals  out  of  partners 
Toshiba  and  Hitachi. 

Diligence  obviously  helped  Japan  sail 
past  America  in  the  chip  business.  So  did 
iieep  pockets  for  capital  investment  and 
unrivaled  prowess  in  manufacturing. 
But  the  real  secret  is  a  dense,  crisscross- 
ing network  of  strategic  alliances  the 
Japanese  have  woven  with  foreign  de- 
I  signers  and  makers  of  every  conceivable 
j  .'species  of  chip.  The  deals  bolstered 
I  .America's  manufacturing  skills.  But  in 
;  many  cases,  precious  technological  as- 
!  sets  were  transferred  across  the  Pacific. 
I  The  results  have  been  devastating  for 
I  U.  S.  chipmakers.  This  year,  worldwide 
;  semicofiiiuctor  demand  will  soar  14%-,  to 


$66  billion,  according  to  Dataquest  Inc. 
America's  share  will  be  less  than  30%, 
down  from  57%  a  decade  ago.  Of  the  top 
five  chip  producers,  all  but  one — Motor- 
ola Inc. — are  now  Japanese. 
ERODING  EDGE?  Given  that  backdrop,  it's 
a  wonder  that  U.  S.  chipmakers  aren't 
shunning  strategic  alliances.  Instead, 
U.  S.  and  Japanese  companies  are  strik- 
ing deals  right  and  left.  Last  month, 
American  Telephone  &  Telegraph  Co. 
signed  a  broad  pact  with  NEC  Corp.  to 
co-develop  advanced  chip-processing 
technology.  Meanwhile,  Sun  Microsys- 
tems Inc.  and  .MIPS  Computer  Systems 
Inc.  are  deeply  involved  with  Japanese 
chipmakers  pursuing  reduced  instruc- 
tion-set computing  (RISC)  chips,  speedy 
microprocessors  that  will  be  the  heart  of 
the  next  wave  of  workstations  and  ad- 
vanced personal  computers. 

Does  this  mean  the  relentless  erosion 
of  America's  technological  edge  contin- 
ues? Some  critics,  including  former 
trade  negotiator  Clyde  Prestowitz  Jr., 
argue  that  partnerships  in  which  U.  S. 
technology  is  traded  for  market  access 
or  manufacturing  services  are  a  sign  of 


decline.  "Many  of  the  American  ccfc  iiK 
nies  were  forced  into  these  joint-vei^  b 
deals  by  weakness,"  Prestowitz 
"They  didn't  have  enough  capital  to 
the  risk  themselves." 

Still,  there  are  encouraging  signi 
America's  best  companies  have  le; 
to  manage  their  partnerships  bettej 
be  sure,  some  companies  are  forces 
alliances  by  weakness,  and  Japan' 
signs  to  dominate  the  global  chip  i 
try  haven't  diminished.  But  the  g 
environment  for  alliances  has  under  ly  w 
sweeping  changes,  many  of  them  ^ 
ing  to  America's  advantage. 

One  of  the  most  important  f actcM  joinl 
the  Semiconductor  Trade  Agreei 
which  was  renewed  on  June  4  for 
more  years  (page  98).  "The  agree 
has  made  these  relationships  poss 
says  David  A.  Hytha,  managing  dir 
at  AT&T  Microelectronics.  The  1986 
lialted  the  Japanese  practice  of  d 
ing — selling  chips  in  the  U.  S. 
cost.  That  has  made  commodity 
such  as  dynamic  random-access  nn 
ries  (DRAMS)  a  safer  business  for 
players.  And  by  setting  a  20%'  m^di 
share  goal  for  foreign  chips  in  J; 
the  accord  forced  Japanese  compani 
enlist  U.  S.  chipmakers  in  designing 
tronic  products. 

SHARING  THE  TAB.  Macroeconomic 
tors  are  helping,  too.  A  strong 
makes  it  harder  for  Japan's  chipmj 
to  price  products  cheaply  overseas 
Japan  has  seen  a  sharp  rise  in  its 
tionally  low  cost  of  capital.  With  int 
rates  higher  and  banks  facing  crur 
profit  mai-gins,  companies  must 
new  money  at  rates  above  4%-,  comjj 
with  0.4%  in  the  late  1980s.  That's 
than  American  companies  can  do, 
Steven  Myers,  analyst  at  Jardine 
ing  Securities  Ltd.  in  Tokyo,  "bul| 
gap  has  narrowed  substantially." 

Just  as  the  cost  of  capital  shot  u 
did  the  cost  of  building  new  chip  pi 
With  a  single  new  16-megabit 
plant  running  over  $500  million,  the 
anese  are  recruiting  partners  to  s 
risks.  "Japanese  companies  are  b 
ning  to  realize  they  can  only  affoi 
build  one  major  fab  every  other  y 
says  G.  Dan  Hutcheson,  presider 
VLSI  Research  Inc.,  a  San  Jose  co 
tant.  In  such  an  environment,  one 
calculation  can  spell  ruin.  "There 
limits  to  how  far  we  can  extend 
semiconductor  business  alone  and  I 
on  our  engineering  resources,"  say: 
shiba  Corp.  Senior  Vice-President  ] 
haru  Egawa. 

Sensing  the  new  interdependf 
U.  S.  managers  are  making  smarter 
sions  and  negotiating  more  success! 
Take  LSI  Logic  Corp.  in  Milpitas,  C 


akas 
for 


at  it 

(PTIOl 

-Tip 

re 


96  BUSINESS  WEEK/JUNE  17,  1991 


SCIENCE  &  TECH^ 


)rld's  leading;'  supplier  of  custom 
cnown  as  CMOS  application-specific 
ited  circuits  (ASlCs),  which  are 
)r  such  products  as  disk  drive  con- 
In  1981,  the  company  had  su- 
esign  skills  but  no  production  ca- 
i.  It  turned  to  Toshiba  for  a 
logy  called  diffused  silicon  wafer 
sing  that  gave  it  a  boost  over  its 
ivals.  In  return,  it  traded  its  coni- 
lided  design  tools.  Within  three 
Toshiba  was  offering  nearly  iden- 
!sign  services  and  eating  into  LSl's 
ler  base.  The  second  time  around, 
•ned  to  Kawasaki  Steel  Corp.,  a 
ny  with  ambitions  in  the  silicon 
3S,  but  which  posed  a  less  immedi- 
•eat.  The  two  formed  a  manufac- 
joint  venture,  with  LSI  holding 
vhich  gives  it 
control.  "There 


greater  aware- 
)f  the  risk  of 
ig  a  competi- 
says  LSI  Vice- 
jnt  Murray  L. 
hlan. 

e  American 
lies  have  also 

smarter  about 
larding  prod- 
ith  the  hottest 
1  potential.  In 
80s,  Intel  and 
)la  fought  cost- 
■t  battles  to  get 
esigns  defined 
llectual  proper- 
it  has  made  life 

for  American 
nies  operating 
)an.  Advanced 

Devices  Inc., 
cample,  holds 
tents  for  versa- 
lips  known  as 
immable  logic 
;  (PLDsi,  which 
eful  for  proto- 

of  new  elec- 
equipment. 
as  a  broad  de- 
lent  project  in 
ction  with  Sony 
But  it  has  kept 
prietary  advan- 
I  PLDs. 

IPTIONS.  Even 
companies  are 
g  resourceful- 
In  1989,  tiny 
vale  (Calif!) 
p  Actel  Corp. 

a  production 
'ith  giant  Mat- 
a  Electric  In- 
\  Co.  The  prod- 
a  special  class 
I  called  a  field- 
immable  gate 
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SOME  BIG  U.S.-JAPANESE 
CHIP  ALLIANCES 


iM>rOROLA 


TOSHIBA 


Manufacturing  joint  venture  and 
technology  exchange 

Motorola  gains  DRAM  technology, 
Toshiba  learns  to  make 
microprocessors 


TEXAS 
INSTRUMENTS 


Joint  development 


To  swap  production  knowhow  fo 
1 6-megabit  DRAMs  for  use  in 
computer  and  other  advanced 
electronics  gear 


Technology  exchange  and 
pint  development 

To  swap  skills  for  making  custom  chips 
and  co-develop  process  technology 
for  advanced  memory  chips 


ADVANCED 
MICRO  DEVICES 


Joint  development  and 
technology  exchange 

To  develop  advanced  process 
technology  for  next-generation 
specialized  memory  chips  used  in 
computers,  telecom  gear,  and  consumer 
electronics  products 


LSI  L06K 


Manufacturing  joint  venture 


To  make  ASICs— custom  logic  chips 
for  specific  applications  in  a  range 
of  electronic  equipment 


NM6 
SEMICONDUCTOR 


Licensed  production 


NMB  will  manufacture  flash  memory 
chips  using  Intel's  process,  Intel  will  sel 
the  chip  to  customers  who  make 
notebook  PCs 
DATA:  COMPANY  REPORTS,  BW 


array.  In  striking  the  deal,  Actel  avoided 
any  arrangements  that  would  weaken 
its  grip  on  the  new  technology. 

Companies  such  as  Actel,  with  limited 
production  capability,  are  getting  a 
boost  from  another  trend:  They  can  play 
the  Japanese  off  against  new,  low-price 
chip  plants  in  Taiwan  and  Korea.  "It's 
probably  easier  [than  before]  to  get  a 
foundry  without  licensing  your  technol- 
ogy," says  LSI  Logic's  McLachlan. 

Still,  skeptics  argue  that  overcapacity 
for  chip  manufacturing  and  other  fac- 
tors that  seem  promising  for  U.  S.  chip 
companies,  could  prove  ephemeral.  "We 
gain  leverage  when  there's  a  glut,"  says 
Hutcheson.  "Then,  when  the  glut  goes 
away,  we  lose  that  leverage." 
And  although  some  companies — Texas 
Instruments  Inc.  and 
AMD,  for  example — 
are  successfully  polic- 
ing their  key  patents, 
others  still  seem  ea- 
ger to  barter  and  sell. 
Take  RISC  chips.  The 
two  RISC  leaders.  Sun 
Microsystems  and 
MIPS  Computer,  have 
been  licensing  their 
designs  to  Japanese 
manufacturers  in  a 
rush  for  market 
share.  Neither  has  its 
own  chipmaking  facil- 
ities, and  each  wants 
its  RISC  chip  to  be- 
come a  new  standard. 

If  RISC  takes  off  as 
expected,  the  U.  S. 
lead  in  microproces- 
sors could  erode 
quickly.  A  pivotal 
.MIPS  licensee,  NEC  is 
certain  to  emerge  as 
the  leading  producer 
of  the  new  64-bit  chip 
called  the  mips  R4000. 
A  powerful  group  of 
customers  formed  in 
April,  including  Com- 
paq Computer  Corp. 
and  Digital  Equip- 
ment Corp.,  has  com- 
mitted to  building  PCs 
and  workstations 
around  this  proces- 
sor, practically  guar- 
anteeing its  success. 

A  handful  of  U.  S. 
companies,  including 
LSI  Logic,  are  also  li- 
censees. But  since 
none  is  capable  of 
taking  on  the  Japa- 
nese in  the  highest- 
volume  business — mi- 
croprocessors for 
computers — they're 
left  with  niches,  such 


KAWASAKI 
STEEL  I 


Absolute 
efficiency. 


Pure 
luxury. 


At  Le  Mericlien  doing  Ijiisiiiess  is  made 
easy  hv  our  eiiviaiilv  central  locations 
and  consummately  professional  stall. 
Forgetting  business  is  similarly  eftort- 
less  llianks  tu  amenities  like  relaxing 
heailli  facilities  and  award-winning 
cuisine.  Who  Sciys  doing  business  can't 
l)e  a  |)leasure?  For  reservations,  call 
(800)  543-4300  or  your  travel  planner. 
And  ilon'l  forget  to  ask  about  L'Invitation, 
our  fre(|uent-guest  program. 
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The  service  you  expect. 


Travel  Companion  of  Air  France 
Over  50  HoteLs  and  Resorts  Worldwide 


In  North  America:  Boston  •  Chicago'  Montreal  •  Nassau, 
Bahamas  •  New  Orleans  •  New  York  •  Newport  Beach 
■  San  Diego  •  San  Francisco  •  Vancouver 


as  controllers  for  printers.  Instead  of 
domination  by  U.  S.  chipmakers  in  micro- 
processors, "we'll  see  a  business  emerge 
that  combines  America's  system  knowl- 
edge with  our  silicon  technology,"  says 
Toshiba's  Egawa.  "I  can't  say  how  hap- 
py either  side  will  be  about  it." 
STILL  TRICKY.  Despite  the  risks  of  great- 
er trade  frictions,  the  Japanese  are  not 
averse  to  swallowing  partners  with  at- 
tractive technology.  Toshiba  recently 
snapped  up  Sunnyvale-based  Vertex 
Semiconductor  Corp.  for  $20  million,  fol- 
lowing an  initial  investment  in  1989.  A 
leader  in  specialized  software  for  design- 
ing ASICs,  Vertex  brings  Toshiba  new 
capabilities  in  such  custom  chips  for 
high-level  computer  systems. 


Even  veterans  such  as  Motorola  find 
that  partnerships  with  Japan  are  tricky. 
Since  1986,  the  company  has  had  a  tem- 
pestuous partnership  with  Toshiba.  Af- 
ter forming  a  manufacturing  joint  ven- 
ture in  Sendai,  Japan,  Motorola  traded 
medium-level  microprocessor  capability 
for  Toshiba's  1-megabit  DR.AM  process. 
Since  then,  it  has  been  engaged  in  a 
constant  tug-of-war  over  technology 
transfers.  But  Motorola  has  persevered, 
pumping  an  additional  $100  million  into 
the  Tohoku  plant  last  year.  That's  be- 
cause U.  S.  companies  need  partners  to 
share  the  investment  burdens — and  to 
gain  access  to  Japanese  R&D.  "For  the 
last  few  years,  [silicon  wafer]  technol- 
ogy has  flowed  primarily  from  Japan  to 


America,"  says  Pallab  Chatterjee, 
tor  of  Tl's  Semiconductor  Process  A 
sign  Center  in  Dallas.  I 
Most  important,  alliances  help  f. 
companies  stay  close  to  Japanese^ 
buyers,  who  will  consume  40%'  o: 
world's  semiconductors  this  year 
28%  for  the  U.S.  James  A.  No: 
president  of  Motorola's  Semicond 
Products  Sector,  says  the  Toshiba 
ture  "teaches  us  how  to  relate  to  i 
jor  Japanese  corporation,  which  \ 
well  for  us  in  the  next  decade.  Th 
one  more  reason  to  plow  ahead: 
now,  there  are  few  alternatives. 

By  Neil  Gross  in  Tokyo,  with  Otis 
in  New  York,  Richard  Brandt  in 
Francisco,  and  bureau  reports 


THE  NEW  CHIP  PACT:  THIS  TIME  IT'LL  PROBABLY  PAY  OFF 


The  pattern  of  U.  S. -Japan  trade 
talks  has  become  something  of  a 
ritual:  As  the  deadline  approach- 
es for  Washington  to  sock  Tokyo  with 
sanctions,  tense  negotiators  shuttle 
from  capital  to  capital.  Warnings  and 
invectives  fly.  Then,  in  the  nick  of  time, 
Japan's  Prime  Minister  offers  a  com- 
promise that  pleases  no  one — but  is 
nonetheless  accepted. 

Both  sides  threw  away  this  script  for 
the  talks  just  concluded  on  semiconduc- 
tor trade.  On  June  4,  two  months 
ahead  of  schedule,  the  Japanese 
agreed  to  Washington's  demand  that 
U.  S.  and  other  foreign  manufacturers 
should  be  allowed  a 
bigger  share  of  the 
world's  largest  market 
for  chips.  In  return, 
the  U.  S.  dropped  a 
four-year-old,  100% 
tariff  against  Japa- 
nese laptop  computers 
and  power  tools,  which 
cost  Japan's  exporters 
$164  million  last  year. 
The  deal  could  double 
American  chip  exports 
to  Japan,  to  $5  billion 
a  year  over  the  pact's 
five-year  term.  Wilfred  J.  Corrigan, 
chairman  of  chipmaker  LSI  Logic  Corp., 
terms  the  accord  "a  milestone." 
BURIED  HATCHET.  The  deal  is  a  land- 
mark in  other  respects,  too.  The  Bush 
Administration  usually  recoils  at  the 
idea  of  quotas,  whether  in  trade  agree- 
ments or  civil  rights  bills.  Yet  the  new 
pact  specifies  that  foreigners  should 
K«t  at  Ic-iSt  20%  of  the  Japanese  chip 
•>,iu-ket  by  1992.  That  was  the  central 
demand  o  "  the  Semiconductor  Industry 
.\ssn.,  wh'se  members  outstrip  Japa- 
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15  — 


U.S.  SHARE 
OF  JAPAN'S 
CHIP  MARKET 


'85       '86       '87       '88  '89 
▲  PERCENT 

0AI4  WORLD  SEMICONDUnOR  TRADE  SIAIISTItS; 
SEMICONDUOOR  INDUSTRY  ASSN. 


nese  rivals  in  every  major  region  of  the 
world  except  Japan. 

Also  uncharacteristic  was  the  close 
cooperation  between  U.  S.  chipmakers 
and  their  computer-maker  customers. 
The  two  industries  set  aside  past  dif- 
ferences and  handed  the  Bush  Admin- 
istration a  joint  position  paper.  Com- 
puter companies  and  their  chipmaking 
cousins  haven't  always  been  so  cozy, 
particularly  after  the  Reagan  Adminis- 
tration negotiated  the  first  Semicon- 
ductor Trade  Agreement  in  1986.  It 
was  supposed  to  secure  a  20%  market 
share  in  Japan  by  now — and  end  the 
dumping  of  Japanese  chips  in  the  U.  S. 

and  other  countries. 

But  that  deal  wound 
up  hurting  computer 
makers  without  doing 
much  good  for  chip- 
makers.  Semiconduc- 
tor prices  skyrocketed 
as  Japan's  Ministry  of 
International  Trade  & 
Industry  sought  to 
control  exports,  and 
shortages  of  memory 
chips  hobbled  U.  S. 
computer  companies. 
Meanwhile,  America's 
share  of  Japan's  chip  market  has  in- 
creased only  marginally.  In  fact,  last 
year's  12.3%  share  is  only  one  tick  bet- 
ter than  the  high  mark  in  the  early 
1980s — although  U.  S.  suppliers  say 
more  of  their  chips  are  being  designed 
into  the  latest  Japanese  products. 

One  reason  for  the  slow  start  was 
that  Japan's  original  pledge  of  a  20% 
market  share  to  foreigners  was  con- 
tained only  in  a  side  letter  to  the  1986 
agreement,  and  the  figure  was  soon 
repudiated  by  MITI.  This  time,  the  20% 


benchmark  is  cited  in  the  agreen 
itself.  Japan's  acceptance  of  th 
terms  was  no  doubt  spurred  by  n 
that  the  Commerce  Dept.'s  pondei 
system  for  determining  fair  ma: 
prices  would  end.  Currently,  Commi 
audits  the  books  of  Japanese  c 
makers  and  sets  floor  prices  basec 
manufacturing  costs.  That  will 
scrapped  under  the  new  arrangem 
Instead,  Japanese  companies  will  \ 
their  own  data  and  present  it  to  C 
merce  when  asked. 
NO  MEASURE.  No  trade  pact  betw 
the  two  countries  would  be  comp 
without  at  least  one  controversy,  \ 
ever.  In  this  case,  it's  the  methodol 
to  be  used  in  assessing  market  sh 
MITI  insists  on  counting  as  U.  S.  s 
those  chips  made  in  Japan  by  IBM 
other  U.  S.  computer  makers  for 
own  use.  MITI  even  includes  chips 
by  Japanese  firms  but  relabeled 
sold  in  Japan  under  U.  S.  brand  nar 
The  Bush  Administration  argues  1 
neither  is  a  measure  of  the  opennes 
the  Japanese  market.  The  U.  S.  t 
"is  the  only  number  I'm  ever  goinj 
pay  attention  to,"  vows  Deputy  I 
Trade  Representative  S.  Linn  Willia 
In  the  end,  negotiators  agreed  to 
agree,  so  each  nation  will  calcu 
market  share  in  its  own  way,  crea' 
the  potential  for  another  act  in 
standard  Tokyo-Washington  trade 
buki.  For  now,  U.  S.  chipmakers 
things  are  headed  in  the  right  di 
tion.  But  as  Tokyo's  grudging  con 
sions  in  talks  over  U.  S.  access  to 
construction  market  and  resistance 
U.  S.  rice  exports  show,  the  succes; 
the  chip  talks  may  not  be  the  dawr 
of  a  new  age  in  trade  relations 

By  Paul  Magnusson  in  Washinc, 


mi 
% 
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The  Overhead  Cam  »i 

So  Much  For  The  Notion 
Df  Typical  British  Reserve 


^he  perception  of  Britain  as  the  last 
bastion  of  heroic  restraint  is  being 
lUenged  most  forcefully  by  one  auto- 
ibile:  the  Jaguar  XJ-S. 
Its  breeding  and  refinement  are  read- 
apparent.  Amenities  such  as  highly 
lished  burl  ehn,  hand-tailored  leather 
1  power-adjustable  lumbar  supports 
ist  to  a  civilized  outlook.  An  80-watt 
reo  system,  seven-function  trip  com- 
ter  and  digital  climate  control  only 
lance  its  reputation  for  luxury. 


But  beneath  the  elegant  lines  of  its 
gracefully  sloped  hood  lies  a  powerplant 
that  is  anything  but  reserved.  A  5.3-liter 
V-12,  as  refined  as  it  is  stimulating,  gen- 
erates 263  horsepower  and  more  than  a 
little  adrenaline.  Modified  for  racing,  it 
powered  Jaguar  to  impressive  victories 
at  both  the  Daytona  and  Le  Mans  24- 
hour  endurance  races  in  1988  and  again 
in  1990. 

Of  course,  the  Jaguar  XJ-S  provides 
you  with  incredibly  smooth  four-wheel 


In  California,  XJ-S  available  in  1990  model  only. 

independent  suspension,  Teves  anti-lock 
(ABS)  braking  on  four-wheel  disc 
brakes  and  the  kind  of  ride  that  makes 
every  road  feel  carpeted. 

But  don't  be  misled  by  its  British 
civility.  Beneath  its  beautiful  exterior, 
the  XJ-S  is  still  a  Jaguar. 

We  invite  you  to  test  drive  the  Jaguar 
XJ-S.  For  the  name  of  your  nearest 
dealer,  call  1-800-4-JAGUAR. 

JAG    U   A  R 


BLENDING        OF        ART        AND  MACHINE 


tevelopments  to  Watc 


EDITED  BY  OTIS  PORT 


THIS  OID  PLASTIC  MAY  NEVER  DIE- 
BUT  IT'LL  GET  REPROCESSED 


Every  year,  tons  and 
tons  of  plastic  insula- 
tion get  scraped  off  old 
electrical  wire  and  tele- 
phone cables.  The  metal 
is  easy  to  recycle,  but 
the  plastic  is  usually 
hauled  off  to  landfills. 
Now,  two  Ohio  compa- 
nies— B.  F.  Goodrich 
Co.'s  Geon  Vinyl  Div.  in 
Cleveland  and  Plastics 
Recovery  Systems  Inc. 
(PRS)  in  Toledo — have  de- 
veloped a  way  to  curb 
this  waste.  And  I.  Waxman  &  Sons  Ltd.,  a  metals-reclaimer  in 
Hamilton,  Ontario,  aims  to  put  their  technologies  to  work. 

Waxman  is  building  a  new  plant  to  recover  45  million 
pounds  of  plastics  annually  from  chopped-up  wire  and  cable. 
The  mixed  plastic  will  then  be  segregated  by  polymer  type, 
using  techniques  patented  by  PRS.  Most  of  what's  recovered 
will  be  polyvinyl  chloride,  which  will  be  reprocessed  by  Good- 
rich into  pellets  suitable  for  making  a  range  of  industrial 
products,  including  new  wire-and-cable  insulation.  A  PRS-Wax- 
man  joint  venture  will  do  the  same  for  polyethylene,  the 
second-most-prevalent  type  of  plastic  insulation. 


AN  IMPLANT  THAT  COULD  SEND 
CATHETERS  TO  THE  SCRAP  HEAP 


Treating  cancer  and  other  long-term  illnesses  with  injected 
medications  often  creates  a  dilemma  for  doctors:  The  pa- 
tient's veins  get  punctured  so  much  that  they  collapse,  making 
it  difficult  to  give  new  injections.  And  the  solution — implanting 
a  catheter  that  protrudes  through  the  skin — risks  the  threat  of 
infection  and  blood  clotting. 

Now,  a  screw-like  device  called  Osteoport  may  soon  offer 
some  relief.  Doctors  at  the  University  of  Texas  Health  Science 
Center  at  San  Antonio  recently  won  approval  to  start  clinical 
testing  on  humans.  The  Osteoport  is  a  hollow,  stainless-steel 
cone  with  a  self-sealing  cap — similar  to  puncture-proof  tires. 
It's  implanted  in  the  patient's  pelvic  bone,  with  the  cap  remain- 
ing just  under  the  skin.  The  inventors,  Drs.  John  G.  Kuhn  and 
Daniel  D.  Von  Hoff,  say  that  winning  final  approval  for  the 
device  could  take  up  to  two  years. 


FUZZY  LOGIC  PUTS  MINOLTA 
IN  SHARP  FOCUS 


When  the  closest  thing  yet  to  a  "thinking"  camera — the 
Maxxum  7xi  from  Minolta  Corp. — shows  up  in  stores 
this  summer,  it  should  ignite  a  new  technology  race  in  35mm 
single-lens-reflex  (SLR)  cameras.  So  smart  that  it  actually  antic- 
ipates a  shutterbug's  desires,  the  Maxxum  7xi  will  rock  the 
industry  even  harder  than  the  first  Maxxum  did  back  in  1985, 
pri'dicts  Minolta.  That's  when  the  Ramsey  (N.J.)  company 
stunned  iti  rivals  by  unveiling  the  first  SLR  with  automatic 
fficusing.  V  ithin  two  years,  autofocusing  boosted  Minolta  to 
No.  1  in  SLKs,  deposing  longtime  king  Canon  Inc. 
The  Maxxum  7xi  gets  its  smarts  from  fuzzy  logic,  a  special 


breed  of  artificial-intelligence  technology.  With  it,  the  cama 
microchip  brain  can  evaluate  scenes  faster  and  more  compl 
ly  than  it  could  using  ordinary  digital  logic.  As  soon  as  youl 
the  camera  to  your  eye,  the  7xi  analyzes  the  image  in  the  [ 
and  determines  whether  it's  a  landscape,  portrait,  or  closj 
and  whether  the  subject  is  moving  or  still.  Then,  it  activl 
the  programmed-exposure  system  best  suited  for  that  kini 
photo — and  even  zooms  the  lens  automatically  to  framel 
picture  for  you.  So  unless  you  feel  the  camera  goofed,  the  [ 
thing  left  is  to  snap  the  shutter.  All  this  automation  do^ 
come  cheap.  The  Maxxum  7xi's  list  price  will  be  $900,  and 
discounters  probably  won't  go  much  below  $700. 


HOW  SPINAL-CORD  INJURIES 
MAY  SOMEDAY  MEND  THEMSELVES 


A decade  ago,  conventional  wisdom  held  that  when  a  pej 
suffered  a  brain  or  spinal-cord  injury,  damaged  nej 
could  never  grow  back.  Since  then,  researchers  have  coa 
cells  in  the  central  nervous  systems  (CNS)  of  animals  tcj 
grow — but  not  adult  human  tissue.  Now,  researchers  at| 
University  of  Miami's  Project  to  Cure  Paralysis  have  the 
evidence  that  these  stubborn  cells  can  regenerate  as  well 
Miami  researchers  James  M.  Hopkins  and  Richard  P.  Bii 
found  the  key  to  CNS  regeneration  in  so-called  Schwann  d 
These  come  from  the  peripheral  nervous  system  and  prod 
growth-stimulating  chemicals.  After  coaxing  human  Schwl 
cells  to  grow  in  a  lab  dish,  Hopkins  and  Bunge  then  aq 
small  pieces  of  human  retina,  which  contain  CNS  cells.  Al 
several  days,  the  retina  samiples  had  extensive  regeneratio 
their  injured  nerve  fibers.  Practical  applications  may  be  yl 
away.  But  Patrick  Aebischer,  a  Brown  University  researd 
envisions  removing  a  small  amount  of  peripheral  nerve  ti^ 
from  a  patient's  foot,  for  example,  isolating  and  grov 
Schwann  cells,  and  then  transplanting  them  into  a  dams 
spinal  cord  to  promote  regeneration. 


SO  YOU  NEVER  SAW 
A  SUB  WITH  WINGS? 


At  the  Riviera  Beach 
(Fla.)  marina,  rac- 
ing flags  will  be  flying 
later  this  month.  But 
you'll  need  an  aqualung 
to  watch.  The  June  15-23 
event  will  be  the  second 
biannual  race  for  hu- 
man-powered subma- 
rines. Entrants  must  fit 
a  pilot,  a  human  pedal- 
pusher,  air  tanks,  and  a 
propulsion  system  into 
a  sub  weighing  300 
pounds  or  less. 

The  contest,  sponsored  by  Florida  Atlantic  University  | 
the  H.  A.  Perry  Foundation,  is  designed  to  foster  innovaticL 
ocean  engineering — and  that  certainly  describes  the  subjn- 
tered  by  Battelle  Memorial  Institute  in  Columbus,  Ohio.  \^!il< 
most  propulsion  systems  are  based  on  the  tried-and-true  ';o 
peller,  Batelle's  11-foot  sub  has  wings.  They're  mounted  nt^* 
sub's  rear  and  work  like  frog  legs,  kicking  out  in  a  V  shapeli 
swimming-pool  tests,  the  boat  has  reached  speeds  of  2  ki^ts 
That's  under  last  year's  winning  mark  of  2.8  knots,  butw 
cause  there's  less  drag  in  deeper  waters,  researcher  Bra's)' 
G.  De  Roos  expects  the  winged  sub  will  go  faster.  \ 
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Because  product  tamperings 
and  recalls,  threatened  takeovers,  breaches 
of  corporate  ethics  and  environmental 
disasters  are  unpredictable. . . 

Business  Week  Presents 


>trategies  of  vToncfliation 
and  Confrontation 


A  Series  Of  Full-day,  Interactive  Seminars  With  : 

;     -        HERB  SCHMERTZ 

President,  The  Schmertz  Co. 
former  Vice-President  for  Public  Affairs.  Mobil  Oil  Corporation 

V    ANGELA     Z  I  Z  Z  I      D  A  1  L  E  Y 

■  V  ..  President,  The  DAI  Communications  Group 

'  "  .  ■  former  Senior  Vice-President, 

Corporate  Communications,  Drexel  Burnham  Liimbert 


Arm  your  Senior  Executives  With  A  Winning 
Corporate^v^ide  Communications  Strategy 


Forlnformation  Call:  (212)  512-4930  Fax:1-212-512-6909 
Space  Is  Limited 


^  Durham: 
He  favors  limits 
on  the  often- 
bloated  salaries 
of  Teamsters 
officials 


Carey: 
The  New  York 
reformer  has 
a  good  chance 
at  the  union's 
presidency 


TEAMSTERS  I 


THE  TEAMSTERS 
IT  MAY  REALLY 


AND  THE  MOB: 
OYER 


Some  40  honchos  are  out,  and  the  December  election  is  a  toss-up 


The  roster  reads  like  a  Who's  Who 
of  bad  fellas.  Since  the  federal 
government  brought  an  unprece- 
dented racketeering  suit  against  the 
Teamsters  in  1989,  dozens  of  officials  at 
one  of  the  largest,  most  mob-connected 
unions  in  the  nation  have  been  muscled 
out  or  decided  to  quit.  By  yearend,  every 
top  officer  alleged  by  law-enforcement 
officials  to  have  mob  ties  is  likely  to  be 
gone.  Court-appointed  overseers  have 
run  out  dozens  more  local  leaders  as 
w^ell.  It's  just  one  sign  that  the  Team- 
sters, long  considered  rotten  at  the  top, 
is  on  the  verge  of  being  cleaned  up. 

Government  officials  caution  that  it's 
still  hard  in  some  cases  to  keep  the  mob 
at  bay  (box).  But  Mafia  bosses  no  longer 
can  arrange  quiet  pension-fund  loans  or 
self-serving  labor  contracts  with  Team- 
sters brass.  The  change  will  be  drama- 
tized on  June  24  when  the  union  holds  a 
convention  in  Orlando  to  nominate  candi- 
dates for  president — and  for  the  union's 
16-member  executive  board — in  elections 
to  be  held  in  December.  For  decades,  the 
board  hand-picked  a  president,  who  was 
anointed  at  the  convention.  This  year, 
ihe  delegates  will  choose  at  least  two 
candidates — most  likely  including  Ron 
Carey,  a  New  York-based  reformer,  and 
R.  V.  Durham,  the  union's  chief  negotia- 
tor, who  hasn't  oeen  linked  to  the  mob. 
Then  next  winter,  all  1.6  million  Team- 


sters members  can  cast  secret  ballots. 

Even  if  Carey's  anticorruption  cam- 
paign doesn't  bring  him  victory,  it  will 
liave  a  cathartic  effect:  Already,  other 
candidates  speak  openly  about  cleaning 
up  the  union — a  verboten  topic  before. 
"I've  seen  quite  a  few  of  these  Team- 
sters elections,"  says  Jim  E.  Moody, 
chief  of  the  organized  crime  section  at 
the  Federal  Bureau  of  Investigation, 
"and  this  is  the  first  one  where  I  don't 
know  who's  going  to  win." 

The  old  guard  didn't  lie  down  easily. 
Had  the  union  lost  the  racketeering  suit. 


it  might  have  been  put  in  trusteeshi 
avoid  that.  President  William  J.  Md 
thy  signed  a  government  deal  provij 
for  direct  elections  and  letting  in 
court-appointed  overseers  to  root 
corruption.  Then,  he  hired  platoo 
lawyers — $12  million  worth,  so  fai 
litigate  the  deal  at  each  step.  Team, 
leaders  also  cooked  up  an  effort  to  1: 
rank-and-file  elections.  The  plan:  sii 
to  ask  convention  delegates  to  app  t?ii 
the  old  way. 

CLEAN  SWEEP.  But  the  maneuv( 
hasn't  worked.  Charles  M.  Carberry 
overseer  in  charge  of  investigating 
cials  suspected  of  crimes  or  mob  coi 
tions,  stayed  in  close  touch  with  the 
To  date,  he  has  charged  more  than 
Teamsters,  41  of  whom  now  are  oi 
the  union.  Others  have  quit,  retiree 
have  said  they  plan  to  do  so  soon, 
impressive  is  the  sweep  of  the  gover 
executive  board.  If  all  the  cur 
charges  stick — and  the  courts  hav€ 
held  Carberry  on  all  those  appealeL  rjg 
far — no  one  with  alleged  mob  ties 


1  K 
ffllOC 


of 


IS  RYDER  IN 
BAD  COMPANY? 


For  decades,  the  Teamsters  has  been 
branded  for  its  links  to  organized 
crime.  But  as  the  government 
cleanup  of  the  union  proceeds,  it's  the 
Teamsters'  turn  to  point  a  finger.  Team- 
sters for  a  Democratic  Union  (TDU),  a 
dissident  group  that  long  has  attacked 
corruption  in  the  union,  charges  that  the 
nation's  largest  hauler  of  new  cars,  Ry- 
der System  Inc.,  is  kowtowing  to  the 
Chicago  mob. 
The  allegation  comes  amid  bargaining 


over  a  new  contract  between  ca 
companies  and  the  Teamster 
represents  more  than  95%  of  t 
try's  18,000  drivers.  Several  1 
haulers  have  tried  to  circum 
union  by  hiring  non-Teamsters 
But  Miami-based  Ryder,  which 
39%  of  the  new-car  hauling 
has  gone  further. 

Through  a  Cleveland  labo 
company,  Ryder  is  using  some 
ers  who  belong  to  a  Chicaj 
called  the  National  Production 
Union.  The  NPWU  offers  chea{ 
and  lower  benefits.  But  the 
Teamsters  charge  that  it  is  ti 
organized  crime. 

The  alleged  link:  The  npw 
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t  on  the  board. 

overseers  are 
g  on  the  election 
too.  Federal 

David  N.  Edel- 
who  monitors  the 
Tient  from  New 

ruled  that  the 
ition  couldn't  veto 
eforms  already 
I  to,  although  the 
has  appealed  his 
n.  Edelstein  even 
to  set  up  shop  in 
lando  courthouse, 
}an  be  on  hand  to 
1  disputes.  Anoth- 
rseer,  Michael  H. 
d,  has  construct- 
id  enforced — a 
3d  set  of  rules 
ling  elections  of 
Qtion  delegates, 
usly,  local  urion 
s  often  became 
tes  automatically. 

double  whammy 
rberry's  charges 
alland's  rules  has  transformed  the 
ters'  autocratic  political  hierarchy, 
embers  saw  that  the  elections 
I't  be  a  sham,  political  contests 
out  everywhere.  Dozens  of  candi- 
announced  bids  for  board  seats, 
ng  six  for  the  presidency.  The 
split  openly  over  its  own  candidate 
McCarthy  lost  out  in  a  power 
;le.  A  slim  majority  backed  Dur- 
)9.  A  faction  led  by  Joseph  Trero- 
he  powerful  head  of  the  union's 
•n  region,  put  up  Walter  Shea,  a 
ne  assistant  to  several  Teamsters 
ents.  But  Carberry  then  accused 
ola  of  tolerating  mobsters  in  his 
.  Trerotola  is  fighting  the  charge, 
se  divisions  give  a  real  shot  to 

president  of  Local  804  on  Long 
,  N.  Y.  He  started  with  handicaps: 
is  raised  only  $250,000  of  the  $2 
1  he  thought  necessary  to  mount  a 


TURMOIL  AT  THE  TOP 


Court-appointed  overseers  have  broi4ght  charges  against  more  than  100  Team- 
sters officers,  alleging  everything  frotn  Mafia  links  to  embezzlement.  Others  have 
resigned  or  retired.  Here  are  the  most  powerful  ones  who  have  left,  or  are  about  to 

Name 

Position 

Status 

WILLIAM  J.  McCarthy 

President 

Not  running  again 

WELDOH  L.  MATHIS 

Secretary/Treasurer    Not  running  again 

JOHH  J.  CLEVELAHD 

Vice-President 

Agreed  to  retire* 

T.R.  COXZA 

Vice-President 

Banned  for  alleged  mob  tjes 

HAROLD  FRIEDMAN 

Vice-President 

Banned  for  13  years 

Vice-President 

Agreed  to  retire 

JOSEPH  W  MORGAH 

Vice-President 

Retired 

DOHALD  PETERS 

Vice-President 

Retired 

MICHAEL  J.  RILEY 

Vice-President 

Charged  with  embezzlement 

MAURICE  R.  SCHURR 

Vice-President 

Agreed  to  retire 

JOSEPH  TREROTOLA 

Vice-President 

Charged  with  tolerating 
alleged  mobsters  in  the  union 

GEORGE  J.  VITALE 

Vice-President 

Banned  for  5  yearsj 

ARHIE  WEIHMEISTER 

Vice-President 

Not  running  again 

*Deceased   tAppealing  an  embezzlement  charge 


nationwide  campaign  among  the  union's 
620  locals.  And  he  was  endorsed  by 
Teamsters  for  a  Democratic  Union,  a 
doubled-edged  sword.  TDU,  a  dissident 
group  with  fewer  than  10,000  members, 
gave  Carey  a  national  base.  But  it  is 
hated  by  top  Teamsters  for  its  relentless 
attacks  against  them  over  the  years. 

To  nearly  everyone's  surprise,  Carey, 
55,  is  hanging  in.  He  claims  already  to 
have  garnered  250  of  the  1,900  conven- 
tion delegates  elected  from  the  locals — 
far  more  than  the  98  needed  to  get  on 
the  ballot.  Four  TDU  delegates  pledged 
to  Carey  even  won  election  in  President 
McCarthy's  hometown  local  in  Boston. 
"The  mob's  power  has  been  broken  in 
the  union,"  says  Carey.  "They  can't  play 
a  role  anymore,  no  matter  who  wins." 

Even  more  telling  is  how  honesty  and 
accountability  have  become  the  new 
standard.  This  has  even  squeezed  out 


ited  with  any  national  union, 
oseph  Senese.  And  his  father, 
Iso  known  as  "Big  Banana," 
;ly  removed  by  court-appoint- 
rs  as  the  president  of  Team- 
,1  703  because  of  allegations 
member  of  the  Chicago  mob. 
as  appealed  the  charge.  Jo- 
't  been  accused  of  mob  ties. 
>  brother  and  the  heir  appar- 
al  703,  was  nearly  killed  by  a 
days  after  his  father's  ouster 
St.  "It's  a  dangerous  crowd 
ssociating  with,"  says  William 
rs,  a  car  hauler  and  member 

fficials  decline  to  comment.  So 
ph  Senese,  though  a  lawyer 


for  the  NPWU  denies  that  Dominic  or  the 
Mafia  is  involved  in  the  union  or  has 
tried  to  influence  it.  But  officials  at  the 
TDU  charge  that  Ryder  is  dealing  with 
mobsters  who  are  trying  to  escape  the 
government  cleanup  of  the  Teamsters. 
Indeed,  after  Dominic  was  removed,  Lo- 
cal 703  transferred  some  members  to 
the  NPWU.  The  Teamsters  has  chal- 
lenged the  move  in  court. 

Charles  M.  Carberry,  the  overseer 
who  is  cleaning  up  the  Teamsters,  says 
he  can  investigate  Teamsters  only.  So  if 
federal  investigators  find  mob  ties  at 
the  NPWU,  they'll  have  to  start  from 
scratch — just  as  they  did  with  the  Team- 
sters 40  years  ago. 

By  Antonio  N.  Fins  in  Miami 


leaders  not  linked  to  the 
Mafia.  One  is  Arnie 
Weinmeister,  a  long- 
time vice-president  who 
dropped  off  Durham's 
slate  after  Carey  at- 
tacked his  $650,000-a- 
year  salary.  This  is  a 
dramatic  change  for  the 
Teamsters,  where  more 
than  150  officers  pull  in 
$100,000-plus  a  year, 
usually  by  holding  mul- 
tiple union  jobs,  as  does 
Weinmeister,  who  won't 
comment.  Durham  has 
proposed  salary  restric- 
tions to  end  complaints 
"that  some  [officers] 
only  care  about  making 
a  half  a  million  dollars." 

Higher  ethical  stan- 
dards also  have  helped 
drive  out  Weldon  L.  Ma- 
this,  the  union's  secre- 
tary-treasurer. He 
hasn't  been  tainted  by 
allegations  of  mob  ties, 
but  the  Labor  Dept.  did  find  election 
fraud  in  his  Atlanta  local.  Mathis,  65, 
won't  comment.  But  insiders  say  he  felt 
the  heat  from  Carey's  attacks  and  decid- 
ed to  retire.  Says  one  Durham  team 
member:  "Mathis  didn't  want  to  go 
through  a  campaign  being  called  scum 
by  Carey." 

PETTY  CROOKS?  As  the  cleanup  contin- 
ues, organized  labor  sees  one  downside. 
Many  unionists  objected  to  the  federal 
lawsuit,  which  involved  the  first  use  of 
the  Racketeer-Influenced  &  Corrupt  Or- 
ganizations Act  (FvICO)  against  an  entire 
union,  since  the  act  lets  prosecutors  use 
civil  standards  of  proof  instead  of  strict- 
er criminal  ones.  They  feared  that  a 
precedent  set  at  the  Teamsters  would  let 
the  government  use  RICO  to  run  rough- 
shod over  any  union. 

Carberry  has  brought  home  these 
worries  by  charging  Teamsters  that 
have  no  alleged  mob  links.  In  some 
cases,  officials  who  allegedly  cribbed  on 
expense  accounts  have  been  accused  of 
embezzlement  and  kicked  out  of  the 
union.  That's  the  allegation  against  Mi- 
chael J.  Riley,  a  vice-president  from  Los 
Angeles  with  no  history  of  mob  ties. 
Other  unionists  agree  that  Riley  and 
others  were  wrong  if  they  cheated.  But 
Laurence  S.  Gold,  the  AFL-ciO's  general 
counsel,  argues  that  the  point  of  the  his- 
toric lawsuit  was  to  clear  out  mobsters, 
not  chase  petty  crooks.  "You  could  indict 
half  the  people  in  the  Justice  Dept.  on 
the  standards  they're  using,"  says  Gold. 

Still,  the  progress  against  Mafia  influ- 
ence in  the  union  is  impressive.  And 
that's  no  doubt  a  relief  to  the  vast  ma- 
jority of  honest,  rank-and-file  Teamsters. 

By  Aaron  Bernstein  in  Nerv  York 
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AL  HAIG:  EMBATTLED 
IN  THE  BOARDROOM 


As  a  corporate  director,  he  is  drawing  fire  from  some  shareholders 


For  many  Americans,  the  image  is 
indelible:  Soon  after  President  Rea- 
gan was  struck  by  John  Hinckley's 
bullet  in  1981,  Secretary  of  State  Alexan- 
der M.  Haig  commandeered  a  White 
House  stage  and  declared:  "I  am  in  con- 
trol here."  Haig's  associates  complain 
that  television  reports  deleted  the  rest  of 
his  sentence:  ". . .  pending  return  of  the 
Vice-President."  But  for  many  who  wit- 
nessed the  event,  it  was  a  jarring  display 
of  the  legendary  Haig  ego. 

A  decade  later,  a  cloud  of  controversy 
still  hovers  over  the  jut-jawed,  four-star 
general.  Some  of  it  stems  from  his  com- 
bative three  decades  of  public  service.  A 
new  book.  Silent  Coup,  even  claims 
Haig  was  a  key  source  for  the  Washing- 
ton Post's  coverage  of  the  Watergate 
scandal.  Haig  dismisses  the  book  as 
"absolute  hogwash." 

But  much  of  the  flak  Haig  gets 
these  days  stems  from  his  adventures 
in  the  corporate  world.  The  head  of  a 
lucrative  consulting  business,  World- 
wide Associates  Inc.,  the  66-year-old 
Haig  has  raked  in  hundreds  of  thou- 
sands in  director's  and  consulting 
fees  and  holds  stock  options  now 
worth  more  than  $1  million.  His  cur- 
rent board  seats  are  at  computer 
maker  Commodore,  hotel  operator 
M(iM  Grand,  drugmaker  Interneuron 
Pharmaceuticals,  and  privately  held 
Quantum  Computer  Services. 
SINKING  STOCKS.  Companies  say  Haig 
is  valuable  for  his  "marquee"  name 
and  his  network  of  international  con- 
tacts. When  MGM/UA  Entertainment 
Co.  was  to  begin  shooting  a  James 
Bond  movie  in  Morocco,  for  instance, 
the  government  of  King  Hassan  H 
backed  out  of  a  promise  to  provide 
fighters  and  tanks.  Board  member 
Haig  and  an  aide  got  on  the  horn  and 
straightened  things  out. 

Rut  some  shareholders  contend 
ttiat  a;  a  corporate  steward,  the 
gung-ho  general  hasn't  always  been 
in  control.  Since  resigning  as  Secre- 
tary of  State  in  1982,  he  has  served 
on  the  boards  of  two  companies  that 
collapsed  ;.  nd  eventually  sought  bank- 
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ruptcy  protection:  consumer-goods  com- 
pany Allegheny  International  and  retire- 
ment-home builder  Leisure  Technology 
Inc.  Haig  says  he  suspected  there  were 
serious  problems  at  Allegheny  but  ar- 
gues that  the  board  wasn't  getting  ade- 
quate information  until  it  was  too  late. 
He  pins  Leisure  Technology's  woes  on 
plummeting  real  estate  values. 

Commodore  International  Ltd.,  mean- 
while, has  seen  its  market  share  plum- 
met. Its  stock  has  sunk  from  61  in  1983 
to  17,  and  its  executive  suite  has  been  in 
turmoil.  One  former  CEO,  Thomas  Ratti- 
gan,  claimed  Commodore  reneged  on 
Haig's  promise  of  a  "generous"  sever- 
ance package.  In  court,  Haig  denied 
making  such  a  promise,  but  Rattigan 
collected  a  $9.25  million  settlement  from 


GENERAI  DIRECTOR 

Controversy  has  continued  to  follow  Al  Haig 
since  he  left  the  State  Dept.  in  1982.  Among  the 
companies  in  which  he  has  served  as  a  director 

LEISURE  TECHNOLOGY  August.  1983  -  February, 
1991.  Retirement-home  builder  now  in  Chapter 
1 1  bankruptcy  protection 

MGM/UA  ENTERTAINMENT  Early  1983  -  mid  - 
1986.  Stock  climbed,  but  shareholders  sued  in 
1986,  claiming  board  let  Chairman  Kirk  Kerkor- 
ian  cut  himself  a  sweetheart  deal  when  selling 
film  library.  Result:  $35  million  settlement  in  fa- 
vor of  shareholders 

ALLEGHENY  INTERNATIONAL  September.  1983- 
March,  1987.  Consumer-goods  company  filed 
for  Chapter  11  after  disclosures  of  lavish  perks, 
bad  real  estate  investments.  Since  acquired  by 
Japonica  Partners 

COMMODORE  INTERNATIONAL  November.  1984  - 
present.  Struggling  personal  computer  maker's 
market  share  has  dropped  from  26%  to  6% 
since  1984.  In  1988,  Commodore  was  sued  for 
wrongful  discharge  by  former  CEO  Thomas 
Rattigan,  who  won  $9.25  million  in  a  settlement 

INTERNEURON  PHARMACEUTICALS  fanuary.  1990 
-  present.  Stock  surging,  but  underwriter  and 
market-maker  being  questioned  by  SEC  over 
possible  stock  manipulation 

DATA:  BW,  COMPANY  REPORTS 


Commodore  in  his  wrongful-disc 
suit.  The  shareholders  of  another  cip 
ny,  MGM/UA,  sued  Haig  and  other 
members,  charging  that  they  appj 
the  1986  sale  of  the  company  to 
entrepreneur  Ted  Turner  for  too 
price.  Haig  argues  that  the  MG 
was  good  for  shareholders. 

In  fact,  he  vigorously  defends 
his  work  as  a  director.  "I  don't 
anybody  who's  a  stronger  advoc; 
the  shareholder,"  Haig  barks  duri 
intense  interview  in  his  company 
fice,  located  just  blocks  from  the 
House.  In  a  low  voice,  flashing  his 
mark  steely  stare,  he  warns  a  rep^ 
"My  business  depends  upon  m.y  n 
tion,  my  ability  to  attract  clients 
say  this  guy  can  get  things  done, 
careful  what  you  say  about  me." 
STAR  NAMES.  liut  Haig  concedes  th; 
transition  from  government  to  tb 
vate  sector  hasn't  always  been  eas| 
first,  he  says,  he  had  "vernacular 
lems"  and  had  to  bone  up  on  such 
as  debt-equity  ratio  and  return  o! 
sets.  Although  he  took  a  few  cour: 
Columbia  University  business  s 
back  in  the  1950s,  he  says,  "that 
force-feed  for  me." 

To  many  shareholder  activists, 
symbolizes  everything  that's  wrong 
boards.  Too  often,  activists  say, 
nies  seek  celebrity  directors  wh< 
unlikely  to  challenge  manager 
"The  star  names  often  don't  hav 
commitment  to  be  independent," 
Sarah  Teslik,  executive  director 
Council  of  Institutional  Investor: 
All  Al  Haig  ever  wanted  to  be 
a  soldier.  After  West  Point,  the  I 
delphia  native  began  a  rapid  clin 
the  top,  serving  as  an  aide  to 
powerful  figures  as  Douglas  Mf 
thur,  Henry  Kissinger,  and  Ric 
Nixon.  Following  a  stint  as  Ni: 
Chief  of  Staff  and  as  head  of  N 
Haig  joined  United  Technolo 
Corp.  in  1979  as  president  of  th 
fense  contractor.  He  left  to  be(  *'  ffl; 
Secretary  of  State,  a  job  he  quit  ^  * 
years  later  after  clashing  with 
White  House  over  foreign  policy 
To  show  his  commitment  to  si 
holders,  Haig  cites  the  stocks  of  s  't'St 
companies  he  has  served:  Shar€ 
MGM/UA  and  Carteret  Savings  I  * 
doubled  in  price  when  the  compj 
were  bought.  Then  there's  Inter 
ron  Pharmaceuticals  Inc.,  whic 
censes  a  weight-loss  drug  for  sa 
Europe.  Units  composed  of  stockjia  Pi( 
warrants  have  climbed  nearly  (  fitTu 
since  March,  1990. 

Interneuron  President  Charle 
Casamento  considers  Haig  a  w( 
while   asset.   He   praises  Ha 
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■E  VALUE:  SOME  EXECUTIVES  CONSIDER  HAIG'S  HIGH  PROFILE  AND  INTERNATIONAL  EXPERIENCE  AN  ASSET 


edge  of  world  markets,  of  cul- 
of  customs,  and  even  religions." 
51',  several  former  employees  of 
uron's  underwriter,  D.  H.  Blair  & 
/  the  Securities  &  Exchange  Com- 
,  is  asking  whether  the  stock's 
)art  of  a  broad  pattern  of  manipu- 
by  Interneuron  co-founder  and 
100%  owner,  J.  Morton  Davis, 
rt  McCaw,  attorney  for  Davis 
lir,  confirms  that  the  SEC  is  exam- 
Uair  but  says  the  agency  hasn't 
ibout  Interneuron.  Haig,  who  re- 
options  to  buy  225,000  shares  for 

Interneuron's  board  in  January, 
nd  has  paper  profits  of  $870,000, 
s  any  wrongdoing  behind  the 

gains.  "If  the  stock's  gone  up, 
ause  people  smell  a  good  thing." 
e's  no  disputing  Haig's  interna- 
lonnections.  In  1983,  working  as  a 
ant  to  United  Technologies,  he 

Philippine  President  Ferdinand 
.  and  snared  a  $63  million  contract 
helicopters — after  the  Philippines 
■eady  signed  a  preliminary  agree- 
vith  Bell  Helicopter  Textron  Inc. 
recently.  Haig  accompanied  UTC 
lan  Robert  Daniel!  to  see  Turkish 
;nt  Turgut  Ozal  and  Polish  Presi- 
ech  Walesa  in  search  of  business 
anities.  Haig  "is  quite  highly  re- 
in many  nations  around  the 
'  says  Daniell. 


For  Haig,  the  schmoozing  that  goes 
with  board  service  can  be  a  kick.  He  has 
especially  fond  memories  of  the  .mgm/ua 
board:  dining  at  Morton's,  a  hangout  for 
Hollywood  stars,  playing  tennis  with 
controlling  shareholder  Kirk  Kerkorian, 
and  rubbing  shoulders  with  fellow  board 
members  Art  Linkletter,  Dinah  Shore, 
and  the  late  Gary  Grant.  "It  was  great 
exposure,"  he  says. 

'SELF-SERVING.'  But  many  MGM/UA  share- 
holders don't  remember  the  experience 
so  warmly.  Dissident  shareholders  sued 
Haig  and  other  directors  in  1986  for  ap- 
proving the  sale  of  the  company  to 
Turner,  who  retained  the  film  library 
but  sold  the  studio  back  to  Kerkorian.  In 
lawsuits,  shareholders  said  Kerkorian 
persuaded  the  board  to  accept  an  artifi- 
cially low  price  as  part  of  a  sweetheart 
deal  that  enabled  him  to  buy  back  the 
studio  on  the  cheap.  MGM  settled  with 
shareholders  for  $3.5  million. 

Shareholders  at  Leisure  Technology 
are  also  up  in  arms  about  a  supposedly 
sweet  deal  for  insiders.  In  his  role  as 
chairman  of  the  stock-option  committee, 
Haig  recommended  in  1988  that  top  e.x- 
ecutives  receive  880,000  new  shares — 
equal  to  21%  of  all  outstanding  shares. 
While  the  stock  was  trading  at  $4.75, 
executives  could  buy  the  restricted 
shares  for  just  10^ — with  funds  lent  by 
the  company.  Haig  insists  the  option 


plan  was  necessary  to  retain  key  execu- 
tives. But  that  explanation  doesn't  satis- 
fy Michael  A.  Gonnor,  a  senior  vice-presi- 
dent of  Fahnestock  &  Go.'s  Connor- 
Ballan  Div.,  who  placed  more  than  15% 
of  Leisure's  stock  with  his  clients.  Com- 
plains Connor:  "It  was  a  totally  self- 
serving  exercise." 

The  collapse  of  the  real  estate  market 
forced  Leisure  to  file  for  Chapter  11 
bankruptcy  protection  in  April.  Haig  re- 
signed from  the  board  about  two  months 
earlier.  Was  this  a  strategic  retreat  by 
the  general?  "I  suppose  you  could  say 
subjectively  that  I  knew  it  was  going  to 
require  a  hell  of  a  lot  of  the  directors' 
time,"  he  says. 

He  didn't  want  to  devote  that  much 
effort  to  the  company,  Haig  explains, 
because  he  was  in  the  midst  of  a  "re- 
structuring of  my  activities."  Nowadays, 
Haig  wants  to  offer  his  consulting  ex- 
pertise not  for  fees  but  for  equity  stakes 
in  companies  and  construction  projects. 
He's  also  taking  some  time  away  from 
business  to  write  an  autobiography 
called  Inner  Circles.  In  it,  Haig  plans  to 
answer  the  latest  Watergate  allegations. 
He  might  want  to  save  room  for  reply- 
ing to  his  corporate  critics  as  well. 

By  Dean  Foust  in  Washington,  with  Ron 
Grover  in  Los  Angeles,  Michael  Schroeder  | 
in  Pittsburgh,  Todd  Vogel  in  New  Haven,  " 
and  Geoffrey  Smith  in  Boston  = 
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1  -800-424-3090 
(312)  337-3090 
OR  WRITE: 


mARKETrm 


MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Franchising 


Franchise 

your  business! 

For  the  expert  help  you  need 

to  become  a  franchisor, 
call  the  franchise  specialists 

prancofp 

New  York  Chicago        Los  Angeles 

;j7  P^r.  A.filuP  ;0;00  tiQ'.ffa-'  Dr„f      603J  W  Ccniur,  Bl.a 
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(312)  932  3600     (706)  481-2900     (213)  33B-0600 

1-800-877-1103 

Boats 


THE  POKE  BOAT* 
ITS  EVERTTHING 
A  CANOE  ISNT. 


It  weighs  only 
28  pounds.  For 
under  $800 

you  can 
buy  more 
than  a 
canoe. 


Business  Opportunities 


DISTRIBUTORS  WANTED 


Our  80  year  old  electronics  com- 
pany has  developed  a  stale  of 
the  art  connputer  aided  product 
that  attaches  to  any  home  or 
office  thermostat  and  cuts  heat- 
ing and  cooling  bills  by  up  to 
$450  per  year  Simple  do-it- 
yourself  installation.  Retails  for 
$59.95  with  one  year  money 
back  guarantee.  For  sample 
unit  or  price  list  contact: 

NATIONAL  ELECTRIC 
CONTROLLER  COMPANY 

P.O.  Box  3043  •  Skokie,  IL  60076 
(708)  674-7888 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 

•  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Foru/ard-tllt 
feature 


pacKsaver  i.Mo.25i-2a5oiwrii. 

%3  Jcffacy  Aw.,  Dept.  BWE,  HoUiiton,  MA  01746 


Take  Your  Shopping 
Cart  Home 


Shop  and  Travel 
Independently 

■  Seat  for 
Resting 
Lightweigtit 
•  Folds  Flat 
•  Locking 
Brakes 

For  Free  Inlormation: 
1-800-872-4566 

AmerlcanWalker.  inc. 
797  l^arket  St.  Dept  BW 
Madeinu.SA  Oregon.  Wl  53575 


1  DONUT  =  20  MINS  JOGGING 


Too  busy  to  plan  daily  del  &  exercise? 
5  mina,  an  IBM  compaiible  computer, 
an  d  The  Me  nu  &  Exe  rc  fi  e  Pla  n  r»  r  sottwa  rB 
IB  aJI  ihat'B  needed  to  track  daify  caior«. 
cholesterol,  fat  intake  &  calone  output. 
Plan  3  rrraals,  Bnacks,  &  exercise.  Many 
food/exercise  choces  Send  S19.95  to: 

Dunn  Enterprises 

Box  1014.  N.  Anieboro.  MA  02761 


Business  Publications 


IMPROVE  MEETINGS 

Pocket  guide  to  inanaging  and  evaluat- 
ing meetings.    76  Ideas  lor  Seller 
Problem  Solving  and  Decision  Making 
Meellngs.  Send  $5.00  each.  $4  each 
for  51  Of  nnore  (overseas  $7). 
Cook  Associates 
16  Arcadia  Road 
Old  Greenwich.  CT  06870 
 203-637'1118  


Office  Supplies/Equipment 


Why  have  over  20,000  American  businesses  started  buying 
office  supplies  from  Wholesale  Supply  Company?' 

Take  a  k>A  ji  a  small  sample  of  our  pncing  and  see  iiow  much  you  should  be  saving. 


HP  1-ascr  D  Cartndgc  as  low  as  %M99 

Maxell  5,25"  DSDD  Disk,  Bx/IO  5.24 

1"  Ring  Binder  ,89 

Slandiud  Staples.  Bx  46 


bemm  we  offer  more  for  a  whole  lot  less! 

WMWIiSllUl  Call  ni.w  l„r  a  tB?e  catalog. 

WjHfeale  Supply  Coinpimy  sells  only  to  businesses,  govemmenl  agencies,  schools  and  instihitkins. 


Menswear/Fashion 


men's  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  wldtti  for  men  who  need  it. 
Excellent  variety,  styling 
and  quality.  Send         ,  ) 
for  FREE 
CATALOG 


Ttie  Widest  Selection  ol  the  Widest  Shoes  Anywtiere! 

HITCHCOCK  SHOES.  INC 

Dept  SSDHingham,  MA  02043 


TIESTAY 


Ends  Floppy  Neckwear  Forever.. 
Fits  Behind  Tie 

Holds  and  Cenlers 
Any  Tie  INVISIK1> 
without  marring 
fabric  or  design  as 
with  tacky  old  fashioned 
jewelry.  22l(t.  Cold  fin. 
ish. 

•EASY  TO  USE 
•GIFT  BOXED 
•PERFECT 
GIFT 


^14 


jmLDERS  mmkjmuL  co. 

*        (503)  246-1222 


Travel/Resorts 


Kiawah  •  WUd  Dunes 
Myrtle  Beach 

plus  other  I)e-lu.\e  Golf  Vacations  h\ 

QOLFi^UEST 

Call  lor  resorvations  or  our  brochure 
800«242«1033<LS) 
919»467»7401  (foreign) 


Retirement  Living 


RETIRE  TO  NC 

Beautiful  golf  &  lake  homesites  in 
one  of  North  Carolina's  finest 
masterplanned  communities.  Only 
$10,900  w/owner-assisted  financ- 
ing available.  Free  color  literature. 

1-800-768-7358 


Business  Services 


50,000  LEADS 

TUIC  Tr\D  U.S.  Corporate 
tnC   IKJr  Officers «  Dire 

1991  Corporate  DirectoiI 

Includes  business  description,  add 
phone,  financials,  stocks  of  9,C)00pi|( 
companies  and  details  50,000  oiHis 
and  directors.  Two  Vol 's  or  2,500  pits 
incl.  8  indexes  on  Industries,  Se. 
Officers,  Owners,  Subsid.  et.al.  $3 
VISA/AMEX  800-258-5737,  check/P.O, 
WALKER  S  The  Corporate  Direclo 

1452  Tilia  Avenue 
Son  Maleo,  CA  94402  , 
Fax  orders  415-341-23' 


RESEARCH  REPORTS 


mi 

19,278  academic  topics  availa 
Send  $2  00  for  tfie  306-page  ^ 
talog  Custom-written  reports  i  1IC3II 
available    Researcfi  Assistar 
1 1322  Idaho  Ave  #206BF,  Los 
geles,  CA  90025,  Toll-Free  HotI 
800-351-0222  (California, 
477-8226) 


Capital  Available 


to  start  or  expantd  yc 
business.  Guaranteed. 
FREE   revealing  detai 
Write:AMERICANBUSINE. 
CLUB,  301 -BB  Plymon 
Drive,  Dalton.GA 30721 -998  « 


'  VENTURE  CAPITAL»« 

S500,000  &  UP 

Foi:  expansions,  start-ups,  franchii 
mergers,  acquisitions,  management  b 
outs,  reorganizations,  letters  of  ere 
financial  guarantees,  accounts  receive 
financing,  equipment  leasing.  All  USA. 

The  Bayshore  Croup  In 

NYC:  (212)838  6676 
M      Other:  (800)  676  6806 


Cable  TV 


CABLE  TV  DESCRAMBLE 

CONVERTERS,  ACCESSORI 

Name  Brands.  Lowest  Prices.  BestSei 
For  FREE  16-pagc  color  catalog  cal 

CABLE  REAOYIgOO)  234-101 
COMPANY  I"*'*'!*''"' 


IT  PAYS  TO  ADVERTISE  IN  THE 
BUSINESS  WEEK  MARKET-PLACE  O 

The  Business  Week  Market-Place  Section  is  a  special  a 
vertising  feature  appearing  in  the  first  issue  of  each  mont 
The  Market-Place  provides  an  ideal  'Showcase'  for  adv€ 
tisers  who  have  products  or  services  that  appeal  to  Bu! 
ness  Week's  more  than  6.2  million  responsive  readers. 

For  rates  and  information  write: 
BUSINESS  WEEK  MARKET-PLACE 
1 00  East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 
or  call  (31 2)  337-3090  or  FAX  (31 2)  337-5633. 


FOR  AD  RATES 
^ND  INFORMATION 
PHONE: 
1-800-424-3090 
(312)  337-3090 
OR  WRITE: 


mmBU5INE5Sn^^^'( 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (3 12)  337-5633 


Wine  Cellars 


VINE  CELLARS  BY 

NDM ADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAbE  in  u  s  a 

m  FACTORY DIR£CT  TO  YOU  ""'^S-,!,'""' 


J 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

YOUR 
COST 

440 

Uprigtit 

400 

S2495 

SI  695 

700 

Upright 

600 

2995 

1995 

296 

Credenzd 

280 

2695 

1795 

114 

Compact 

114 

1395 

995 

230 

Two  Doors 

230 

1795 

1195 

700FUR 

Fur  Vault 

8  to  10  Furs 

2995 

1995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

2995 

Designers'  non  wood  model  60  bottle  glass  door  899 

659 

emp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E)  ♦  Los  Angeles,  CA  9006 1 
800/777-VINO  (777-8466]  or  213/719-9500  fax  213/719  9518 

ATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


ducation/lnstmction 


y  Forge.  The  Right  Step 
)  Your  Son's  Success. 

fer  individual  attention,  an  excel- 
idemic  program,  and  a  structured 
ch  to  learning.  Over  95%  of  our 
tes  go  on  to  a  college  or  university, 
le  levels  7  12,  post-graduate  and 
or  college 

era],  intermediate  and  advanced 
rse  levels 

lents-to-faculty  ratio  9-to- 1 
hours  of  mandatory  study  each 
It 

icipadon  in  sports,  clubs, 
estrian  and  flight  programs 
mationally  renowned  band 
choir 

ial  assistance  and  scholarship 

800-234-VFMA 

f VALLEY  FORGE 
Amenra's  Foremost 
UILITARTACADEI1IT& 
,    „.  JUNIOR  COLU»E 


Export/Import 


IRT/IMPORT  DIRECTORIES 
JIDES  &  PUBLICATIONS 


3T  &  WEST  EUROPE 
.S.R.,  CANADA  &  U.S. 


59-6031 .  fax:  (415)  495-4394 

•RNATIONAL  TRADE  PRESS  | 
send  St., «  2-304,  San  Francisco,  CA  94107 


Computers/Office  Equipment 


BffmflRYmflC 


INDUSTRIESINC 


Our  1 5tti  year  of  DISCOUNTS 

TANDY®  COMPUTERS 

Toll  Free  800-231-3680 

2251 1  Katy  Fwy  Kaly  (Houston)  TX  77450 
1  71 3-392-0747  Fax  (713)  574-4567 


Financial  Services 


FEDERAL  LOANS 

For  Small  Business 
Now  Available. 
(800)  777-6342 
For  Free  Details 


THE  TELOFUND  REPORT 

5  Tear  Annualized 

46% 

Fidelity 

38% 

Vanguard 

TeloFund  is  a  weekly 
Switch  Hotline  using 
an  extensively  tested 
computer  nnxlel. 

Free  Report 
800-828:2219 

Home/Recreation 


lonkey  business. 


Ask  lis  about  tmtaUanon 


FREE  COLOR  CATALOG 

1-800-233-7757 


The  splinter-free  cedar  4x4's  in 
our  playsets  are  so  strong  your 
kids  can  go  ape  in  complete 
safety.  Cedar  resists  rotting 
naturally  without  chemical 
pressure-treatments. 

Cedafi 
uiorks 

Rt.  1 ,  Box  640-BW 
Rockport,  Maine  04856 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Ctittiin,  American  Made  piilo  shirts,  custom  emhnndered  with  your  logo 
are  such  good  quality,  we  unequivt>cally  and  uncttnditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 

f'"^'^"""  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  BW16  ,  1I9N  Ilth  St.,  Greenpoint,  NY  I12I1 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  the  dial  of 
an  elegant  watch  Precision  QTZ  move 
meni,  gold-lone  case,  genuine  leather 
band  1  yr  warranty  Remarkably  inexpen- 
sive even  in  small  quantities 

Send  $16  50  and  any  size  logo  on  letter 
head,  photo  or  artv>/ork  We'll  rush  you  a 
personalized  quartz  watch  sample  Ideal 
for  incentives,  premiums,  gifts, 
awards,  etc. 

UNIONWIDE  WATCHES,  INC. 

67 1  Brea  Canyon  Rd  ,  Suite  3 
Walnut,  CA  91789 
(714)  598-7299 
ATTN  lylr  Yale 

Money  Back  Guarantee 


Corporate  Gifts 


Authentic 


CIVIL  WAR 


PHOTOGRAPHS 

as  seen  on  PBS 

Museum-quality  ptiotographs 
from  Matthew  Brady  negatives 
COUiCTOR'S  POflTFOUO:  four  1 1  x  14-rch  images 
ol  Generals  Grant.  Lee,  Sherman  and  Jxkson  $295 
Cerfilicale  ol  Authentdty  inckjded  Shipped  free 
VISVMC  accepted  IHustrated  brochure  availat* 

SATISFACTION  GUARANTEED 

ni/tnCII  IM^      580  SYLVAN  AVENUE 
UIAUCM,  int/,     B«L£WOOO  CUFFS.  NJ  07632 

CALL201  871-1440  FAX 201  871-3395 


Remington  Bronzes 

Now  available  to  collectors. 

Full  size,  museum  quality. 

Lost-wax,  hot-cast,  bronze 

reproductions  of  23  works 

by  Frederic  Remington 
FREE  COLOR  CATALOG 
HounUinMan   HT:  29'  $6% 

MUNYON  &  SONS 

1119WavettyHts  Dr.,  ThousarKl  Oaks,  CA  91360 
FAX  1  805  4^7842, 
VISA/MC/AM  EX  1  800  288-2850 
FREE  SHIPPING-SATISFACTION  GUARANTEED 


.G)RPORATE 
TIES 


(150  PC.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 

Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
CT  06807  •  U.S.A. 
DepL  BW  (20J)  X69  i006 


IMAGE 
BUILDERS 


PROMOTE  YOUR  LOGO  ON.. 


EMBROIDERED 
CAPS  AS  LOW 
AS  $4.29 
IMPRINTED 
CAPS  AS 
LOW  AS 
$2.89 


CALL  FOR  FREE  CATALOG 


The  Corporate  Choice 
800-792-2277 
In  CA  800-826-8585 

3952  Point  Eden  Way 
Hayward,  CA  94545 


1^ 


ersonal  Business 


Computers 


ADVENTURES  IN 

THE  ON-LINE  UNIVERSE 


About  2  million  Ameri- 
cans belong  to  a  hid- 
den, electronic  other- 
world.  Every  day  and  night, 
they  meet  one  another,  play 
games,  search  through  librar- 
ies of  information,  and  buy 
products  and  services — all 
without  leaving  their  homes. 
To  some,  this  world  provides 
a  form  of  entertainment  that 
television  and  telephones  can- 
not. Others  join  because  doing 
some  things  electronically  is 
faster  and  cheaper  than  doing 
them  conventionally. 

Outsiders  may  think  of  on- 
line information  services  as 
cold,  computerized  labyrinths. 
True,  it  may  take  a  while  to 
become  comfortable  navigat- 
ing their  different  features. 
But  the  technology  has  come 
a  long  way  since  so-called  vid- 
eotex first  appeared  in  the 
late  1970s.  Traditionally  the 


domain  of  young,  male  "tech- 
ies,"  some  services  are  now  so 
friendly  and  so  useful  that 
people  without  much  comput- 
er experience  are  logging  on 
in  unprecedented  numbers. 

Deciding  which  service  is 
right  for  you  depends  on 
what  features  you  want  and 
how  often  you  intend  to  sign 
on.  Some  offer  product  re- 
views, some  have  vast  travel 
info,  and  some  can  link  you 
with  other  workers  in  your 
field.  But  each  has  its  own, 
and  often  confusing,  way  of 
billing  (table).  And  each  of  the 
most  popular  three — Prodigy, 
CompuServe,  and  (lEnie — is  a 
different  experience. 

Prodigy  is  by  far  the  easi- 
est to  use.  That's  probably 
why  it  has  garnered  the  larg- 
est membership,  passing  the  1 
million  mark  this  month. 
When  you  sign  on,  Prodigy 


presents  a  screen  that 
changes  at  least  once  a  day 
with  a  display  of  timely  top- 
ics, like  a  newspaper.  With  a 
click  of  your  mouse,  you  can 
explore  a  topic  further,  or  you 
can  pick  another,  typing,  say, 
"Mets"  if  you  want  highlights 
from  the  latest  game. 
NEWS  TO  USE.  While  Prodigy's 
pretty  graphics  make  it  easy 
to  use,  they're  also  slower 
than  choosing  from  GEnie's  or 
CompuServe's  fast-flashing 
text  menus.  To  simplify  the 
chore  of  finding  your  way 
around,  CompuServe  last  year 
unveiled  special  software  that 
arranges  its  lists  of  features 
into  colorful  windows  and 
pull-down  menus  that  can  be 
controlled  with  a  mouse. 

Instead  of  having  a  staff 
that  summarizes  the  day's  top 
news  stories,  as  Prodigy  does, 
the  others  let  readers  search 


;tar 


lat 


lists  of  newswire  stories, 
gives  users  more  choice 
CompuServe  and  GEnie 
narrow  down   the  info- 
Sometimes,  Prodigy  even 
vides  perspective:  When 
ry  Reasoner  retired  rec 
from  60  Minutes,  a  Pro 
staffer  who  had  worked^ 
him  posted  a  profile. 

In  general,  Prodigy  con 
its  content  closely,  while  ( 
puServe  and  GEnie  let  n 
bers  freely  create  much  c 
Take  how  each  runs  its  b 
tin  boards,  which  are  list 
member  messages  devote 
certain  topics.  Prodigy 
taken  heat  for  deciding  nc 
post  messages  that  it  coi 
ers  obscene  or  irrelevant 
says  it's  just  exercising  e( 
rial  choice,  like  a  print  nr 
um.  As  a  result,  the  other 
are  more  for  those  who  de  "[^ 
freewheeling  communicatip^ 


liZBUSINESS  WEEK/JUNE  17,  1991 


PERSONAL  BUS 


best  example  of  how 
Serve  and  CEnie  mem- 
ie  that  freedom  are  the 
r  chat  sessions.  Not  of- 
on  Prodigy,  they  are 
elephone  conference 
nly  you  type  instead  of 
^hile  that  may  seem  im- 
al,  some  people  are  ad- 
to  the  way  it  lets  them 
J  whoever  they  want. 
mpuServe's  many  chat 
lels,"  the  ones  labeled 
and  Alternative  Life- 
are  the  busiest. 
ANSWERS.  Over  the 
CompuServe,  a  Colum- 
hio)  comipany  owned  by 
lock,  has  become  fam- 
r  its  technical  support, 
major  software  devel- 
nd  PC  maker  hosts  its 
lulletin  board.  If  you 
question  about  a  prod- 
u  can  post  a  memo  and 
le  will  answer  it — often 
hours.  Apple  Computer 
lan  John  Sculley  has 
'ielded  questions  about 
est  Macs. 


WHAT  IT  COSTS  TO  LOG  ON 


Startup  cost 

Monthly/hourly  cost 

Extras 

COMPUSERVE 

800  848-8199 

$40  for  startup 
software 

$2  per  month 

$12.50-per-hour  surcharge 
(more  for  fast  modems) 

Business  press  data  base  ($15/hour. 
$1.50/article)  and  financial  information 
($10  minimum/month) 

GENIE 

800  638-9636 

No  special  soft- 
ware needed 

$5  per  month 
$18/hour  surcharge  for 
access  from  8  a.m.  to  6  p.m. 

weekdays 

$6/hour  to  download  software,  play 
games,  send  e-mail,  chat.  Financial 
services  at  various  prices 

PRODIGY 

800  284-5933 

$50  for  startup 
software 

$13  per  month 

No  hourly  surcharge 

Detailed  investment  reports  ($15/month) 
and  Baseball  Manager  ($120/season) 

DATA:  BW 

GEnie,  a  Rockville  (Md.)  unit 
of  General  Electric,  has  the 
broadest  offerings  in  business 
and  financial  services.  With 
GEnie,  you  can  not  only  buy 
stocks,  bonds,  and  mutual 
funds  but  you  can  also  get 
professional  financial  advice 
and  full  historical  reports  on 
various  investments.  All  this 
stuff  costs  extra,  however, 
and  bills  can  add  up  quickly. 

As  the  youngest  of  the 
three,  Prodigy,  a  White  Plains 


(N.  Y.)  company  backed  by 
IBM  and  Sears,  started  out  to 
mix  elements  of  the  popular 
media  with  videotex.  It 
charges  a  flat  fee  and  relies 
on  advertisements.  The  ads 
often  invite  you  to  shop.  But 
since  Prodigy  doesn't  show 
pictures — just  rough  graph- 
ics— you  don't  see  what 
you're  getting.  Sometimes 
that  doesn't  matter  too  much, 
such  as  when  you're  ordering 
compact  disks.  But  Prodigy 


recently  canceled  its  grocery 
service  because  people 
weren't  comfortable  ordering 
food  via  computer. 

All  three  have  a  few  invalu- 
able features  in  common. 
Each  has  extensive  encyclope- 
dias and  the  ability  to  make 
travel  reservations  through 
the  American  Airlines  SABRE 
system.  If  used  often,  these 
alone  could  make  it  worth  the 
price  of  tuning  in  to  the  other 
world.  Even)  Schwart: 


Health 

!ONG  STUFF 
WITHOUT  A 
iSCRIPTION 

getting  easier  to  play 
;tor.  Over  the  past  five 
irs,  drugs  such  as  the 
;tamine  Benadryl  and 
iti-inflammatory  Motrin 
noved  from  prescription 
er-the-counter  status, 
more  drugs  will  cross 
etween  now  and  1995. 
-medication  for  minor 
ts  is  a  boon  to  consum- 
lut  as  more  drugs  be- 
available  without  a  doc- 
)rescription,  buyers  will 
ler  more  responsibility 
ing  them  safely.  Among 
;witches"  to  OTC  status 
e  pipeline:  anti-ulcer 

Zantac,  Tagamet,  and 
ite,  which  are  being  re- 
ilated  as  indigestion 
ies;  and  Seldane  and 
le,  two  antihistamines 
on't  cause  drowsiness, 
tches  are  usually  initiat- 
drugmakers  when  their 
■iption  patents  are  about 
pire.  The  company  ap- 


plies to  the  Food  &  Drug  Ad- 
ministration for  OTC  status 
and  tries  to  get  a  lock  on  the 
market  before  generics  hit 
the  shelves. 

Initially,  switched  drugs 
sell  for  more  than  their  pre- 
scription predecessors.  When 
Schering-Plough's  Gyne-Lotri- 
min  and  Johnson  &  Johnson's 
Monistat,  two  different  yeast- 
infection  treatments,  crossed 
over  this  spring,  they  cost  $2 
to  $6  more  than  their  prescrip- 
tion versions  had.  The  drug- 


makers  say  that's  to  help 
meet  the  high  costs  of  their 
early  marketing  blitz.  And 
you  may  end  up  paying  more 
out-of-pocket,  because  health 
insurance  plans  rarely  cover 
OTC  drugs. 

So  it's  up  to  consumers  to 
get  their  money's  worth. 
Read  all  labeling  and  make 
sure  the  active  ingredient  you 
want  is  in  the  box.  For  in- 
stance, stores  may  stock  rem- 
edies for  insect  bites  and 
rashes  all  together,  whether 


or  not  they  contain  hydrocor- 
tisone. If  they  don't  have  that 
active  ingreclient,  you're  just 
buying  a  numbing  agent. 

Furthermore,  ask  for  the 
store  brand  or  a  generic 
whenever  you  can.  Generic 
ibuprofen,  identical  to  Advil 
and  its  clones,  can  cost  up  to 
75%  less — and  is  often  hidden 
behind  the  register. 
NO  CURE.  Knowing  active  in- 
gredients also  helps  if  a  store 
is  out  of  the  product  you 
need.  A  woman  with  a  yeast 
infection  who  can't  find  Gyne- 
Lotrimin,  for  instance,  can 
use  an  OTC  cream  for  athlete's 
foot  or  jock  itch  with  the 
same  result.  Why?  The  anti- 
fungal clotrimazole  is  the  ac- 
tive ingredient  in  all  of  them. 

Finally,  marketers  for  a 
newly  switched  drug  claim 
that  a  formerly  regulated 
"cure"  can  now  be  bought 
without  supervision.  Howev- 
er, the  conditions  helped  by 
OTC  drugs  don't  actually  have 
cures.  "These  are  all  self-lim- 
iting symptoms,"  says  phar- 
maceutical analyst  Hemant 
Shah  of  HKS  &  Co.  In  other 
words,  if  you  can  live  with  a 
few  days'  discomfort,  the 
problem  will  just  go  away  by 
itself.  Jocm  Warner 
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Stereo 


A  BANDSHELL 
IN  YOUR 
BACKSEAT 


I  ot  new  luxury  cars  put 
high  performance  in  a 
I  package  that  pleases 
the  eye.  But  the  ear  typically 
gets  a  low-cost,  factory-in- 
stalled tuner/cassette  player. 
Now,  drivers  who  want  mo- 
bile sound  as  impressive  as 
their  wheels  will  .find  several 
audio  manufacturers  have  in- 
novations worth  a  listen. 

The  buzzword  is  process- 
ing. Whether  it's  digital-signal 
processing,  as  Panasonic  calls 
it,  or  soundfield  processing,  in 
Mitsubishi's  lingo,  the  effect 
can  be  startling.  The  sound 
from  a  half-dozen  or  more 
speakers  is  electronically  ad- 
justed so  it  seems  that  you're 
listening  in  a  concert  hall,  jazz 
club,  cathedral,  or  other  spe- 
cific site.  After  inserting  a 
cassette  or  choosing  a  station, 
you  match  the  "place"  to  the 
music  by  pressing  one  button 


to  adjust  each  speaker's  Vol- 
ume, reverberation,  and  other 
acoustic  factors. 

Sound  processing  works  in 
home  stereo,  but  adherents 
say  it's  most  effective  in  cars, 
where  it  can  offset  the  tight 
space,  fixed  speaker  positions, 
and  reflective  glass  surfaces 
that  affect  quality.  Both 
American  Honda's  Acura  Vig- 
or sports  sedan  and  Mitsubi- 
shi's Diamante  LS  se- 
dan, at  $25,000  "^/jSa 
apiece,  offer  ffv  ' 


traffic  and  adjust  the  sound 
svstem  at  the  same  time.  San- 
yo's SI, 300  EX-W2  is  a  tuner/ 
cassette  player  that  controls  a 
six-disk  CD  changer  in  the 
trunk.  The  unit  responds  to  20 
spoken  commands.  To  turn  on 
the  radio  and 
call  up  a  sta- 


ward  the  driver,  and  Par 
ic's  $350  CQ-ID60  cas^ 
tuner  with  ID  Logic  circ 
It  has  a  memory  chip 
grammed  with  the  formJ 
all  radio  stations  in  the  I 
and  on  the  Canadian  and! 


sound-processing  stereo  as 
standard  equipment.  Along 
with  an  a.M-FM  tuner  and  cas- 
sette deck,  the  Acura  system 
boasts  eight  speakers.  For 
$1,400,  Technics  has  a  similar 
system  for  your  present  car. 

Another  high-tech  develop- 
ment makes  it  easy  to  fight 


tion,  for  example,  you  can 
say:  "Tuner,  preset  1,"  with 
your  hands  on  the  wheel  and 
eyes  on  the  road. 
A  HIP  CHIP.  Other  innovations 
to  make  listening  while  driv- 
ing safer  include  Aiwa's  $500 
CT-X8  cassette /tuner,  which 
has  a  control  panel  angled  to- 


ican  borl 
As  you  drive,! 
simply  tap  bu] 
marked  Rock,  Classical, 
Country,  Easy  ListeninJ 
Talk  to  pull  in  your  kiJ 
station.  You  can  even 
gram  the  tuner  with  yoJ 
rection  of  travel,  and  ill 
find  a  stronger  signal  ii 
chosen  format  as  the  ol(f 
fades  with  the  scenery  i| 
rearview  mirror.  Don 


The  passel  of  bad  real  es- 
tate loans  that  continues 
to  dog  bankers  hasn't  curbed 
their  appetite  for  home-equi- 
ty lines  of  credit.  To  woo 
borrowers,  lenders  are  offer- 
ing a  variety  of  incentives, 
from  low  closing  costs  to 
lower  initial  interest  rates. 

Home-equity  loans  are 
popular  among  bankers  be- 
cause they  have  remained 
solid  performers  despite  the 
weakened  real  estate  mar- 
ket. With  a  borrower's  home 
serving  as  collateral  for  the 
loan,  defaults  are  few.  At 
the  end  of  1990,  fewer  than 
1%  of  home-equity  lines  were 
delinquent,  compared  with 
an  average  2.6%  for  other 
consumer  loans,  such  as 
credit  cards,  according  to  the 
American  Bankers  Assn. 

Just  as  important,  consum- 
er dernand  remains  strong. 
Home  i.  iuity  loans  first  be- 
came po  liar  after  the  Tax 
Reform  v,t  of  1986,  which 
phased  ouv  tax  deductions 


Smart  Money 

ALL  THE  COMFORTS  OF 
HOME-EQUITY  LOANS 


for  interest  on  consumer 
loans.  Beginning  this  year, 
borrowers  were  no  longer  al- 
lowed to  deduct  any  interest 
on  consumer  loans.  For 
home-equity  loans,  however, 
you  can  deduct  interest  on 
loans  as  high  as  $100,000. 
TIGHTER  TERMS.  You  can  use 
the  loan  for  anything  you 
like.  Home  improvements, 
college  tuition,  and  auto  pur- 
chases are  among  the  most 
popular  u.ses. 

Many  lenders  have  tight- 
ened some  terms  as  the  real 
estate  markets  weakened. 
For  example,  banks  trimmed 
maturities  to  10  years  from 
15.  Many  have  also  lowered 
the  amount  they  will  lend. 
Nowadays,  the  total  loan 


amount,  including  the  first 
mortgage,  ranges  between 
75'*  and  80%  of  the  value  of 
your  home.  Many  banks  used 
to  lend  up  to  85%.  Lenders 
are  also  taking  a  closer  look 


Many  lenders  have 
cut  rates,  fees, 
and  closing  costs 


at  income.  Many  prefer  that 
a  household's  combined 
monthly  debt  expenses  not 
exceed  40%  of  gross  income. 

As  for  interest,  most 
banks  charge  a  variable  rate 
that  runs  from  1.5  to  2  per- 


centage  points  over 
prime,  currently  8.5%. 
however,  continue  to  off| 
lower  introductory  rate, 
necticut  National  Ban 
Hartford,  for  instance,  ii 
fering  a  home-equity  loa; 
prime  for  the  first  year 
What's  more,  many  L 
ers  are  giving  breaks  on| 
plication  fees.  They're 
waiving  points,  which 
averaged  about  1%  of 
loan  in  past  years.  Bu 
light  of  the  recent  declin| 
property  values,  many  b: 
now  demand  a  full  appraj 
compared  with  the 
by"  estimates  of  a  few  yi 
ago.   Appraisal  fees 
about  $250.  The  title  se; 
can  cost  an  additional  $1 
Remember  that  many  ba 
bill  you  only  for  monthly 
terest  payments,  not  pri 
pal.  So  you  might  want 
prepay  some  principal 
avoid  the  pain  of  a  big 
loon  payment  when  y 
loan  matures.     John  Mee: 
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On  Wings  ofGhry,.. 


saiUns[  ships  the  size  of  dinosaurs 


uM  gather  in  New  York  Harbor 
... and  make  IAS  feel  smaR 
and  young  again. 


On  July  4, 1992,  the  greatest  assemblage  of  Tall  Ships  in  modem  history  will  celebrate€olumbus' 
arrival  in  the  Americas  500  years  ago.  More  vessels  from  more  countries  than  ever  before  have  already  accepted 
ur  President's  invitation  to  participate  in  ttiis  internatipnai  display  of  maritime  unity.  Operation  Sail  1992din6  a  few 
sponsors  will  put  on  a  Fourth  of  July  celebration  that  will  be  watched  by  millions  of  viewers  around  the  world. 

For  sponsor  information  about  Operation  Sail  1992  events,  please  call 
OPERATION  SAIL  1992 
2  WORLD  TRADE  CENTER,  NEW  YORK,  NY  10048, 

lolo:  B.  Mendlowitz  (212)912-1234 


etsonal  Business 


Leisure 


REELING  IN 
A  FLY-FISHING 
COLLECTIBLE 

Louis  Rhead  was  a  19th 
century  flytier  who  fa- 
vored exact  imitations  of 
insects  and  minnows  rather 
than  the  impressionistic 
copies  tied  by  his  peers.  His 
flies,  hooted  one,  "looked  like 
a  string  of  tarantulas  afflict- 
ed with  the  jimjams." 

Well,  someone  is  having  the 
last  laugh:  A  pair  of  Rhead's 
bass  flies  currently  goes  for 
$250.  The  boom  in  fly-fishing 
collectibles  has  pushed  up  the 
asking  price  of  a  fly  tied  by 
the  Catskills'  immortal  Theo- 
dore Gordon  to  $4,000  and  a 
trout  rod  made  by  H.  L.  Leon- 
ard in  1875  to  $2,000. 

Not  all  desirable  items  date 
back  to  the  sport's  golden  era 
between  the  Civil  War  and 
World  War  I.  A  near-mint  rod 
built  by  Pinky  Gillum  in  1963 
lists  for  $10,000,  and  some 
tackle  being  handcrafted  to- 
day calls  for  waiting  lists  of  a 
year  or  more. 

Twenty-five  years 
ago,  "there  was  no  such 
thing  as  a  collectible  fly 
rod,  just  old  fishing 
poles,"  says  Len  Co- 
della,  a  dealer  in 
Turners  Falls,  Mass., 
\\  li6^elped  pioneer  the 
market.  Since  then,  ex- 
plains Donald  S.  John- 
son, executive  director 
of  the  American  Museum  of 
Fly  Fishing  in  Manchester, 
Vt.,  there  has  been  "a  great 
craving  foi*  nostalgia,  for 
when  times  were  slower — or 
at  least  perceived  so — things 
were  made  finer,  and  there 
was  more  time  to  enjoy 
them."  As  they  did  for  many 
other  collectibles,  prices  for 


DEALER  CODELLA'S  COLLECTIBLES:  MORE  THAN  "JUST  OLD  FISHING  POLES 


fishing  tackle  surged  in  the 
1980s.  Over  the  years,  Codel- 
la's  collection  has  done  "no 
better,  no  worse  than  the 
stock  market,"  he  says. 
TONKIN  TONIC.  When  asked 
what  his  favorite  reel  is,  Jim 
Brown,  a  Stamford  (Conn.)  li- 
brarian, pauses — he  has  about 
250  of  them — then  settles  on 


IN  KEANE'S  SHOP,  A  VINTAGE  STREAMER  FLY 


a  turn-of-the-century  trout 
model  made  by  Edward  Vom 
Hofe.  The  contrast  of  the 
reel's  nickel-silver  trim  to  the 
onyx-black  rubber  side  plates 
"spells  elegance,"  he  says. 
"More  than  fishing  imple- 
ments, they  were  made  for 
the  senses  to  enjoy." 

Although  he  doubts  he'll 


live  long  enough  to  use  it  all. 
Brown  fishes  with  his  tackle, 
even  with  equipment  "you 
drop  once  and  it'll  cost  you 
thousands  of  dollars."  He 
can't  spend  every  day  on  Wy- 
oming's Firehole  River,  but 
when  he's  there,  he  fishes  in 
style,  with  a  Tonkin  cane  rod 
and  a  jewel  of  a  reel. 

Not  all  the  fishing  is 
done  in  water.  Hoagy  B. 
Carmichael,  a  suburban 
New  York  dealer  and 
collector,  once  obtained 
an  historical  excavation 
permit  for  a  box  of  rare 
reels  believed  to  be  25 
feet  beneath  a  Connecti- 
cut landfill.  But  one 
need  prospect  no  farther 
than  a  tag  sale  to  start  a  col- 
lection. New  York  publisher 
and  writer  Nick  Lyons  paid  a 
junk  shop  $75  for  a  particular 
reel  that  "I  could  sell  tomor- 
row for  $1,600."  Yet  while 
half  the  fun  is  looking,  Lyons 
cautions  that  the  word  is  out 
at  flea  markets,  and  one  can 
expect  only  "the  odd  pearl." 


That  leaves  dealer 
auctions.  Prices  m; 
better  at  the  former 
ety  better  at  the 
But  the  same  rule  aj 
Know  what  you're 
ing.  A  delightful  w 
educate  yourself  woi 
an  afternoon  or  t\ 
Johnson's  American 
seum  of  Fly  Fishin, 
American  Fly  Fish 
insightful,  as  is  ai 
quarterly.  Fishing 
lectibles  Magazine 
Treehouse,  Piano, 
75023).  Salmon  flie: 
accessories  such  as  ^ 
creels  are  currently 
Study  auction  catalo 
compare  prices  askei 
prices  realized.  Fi^t% 
get  a  neutral  appraii 
Stolen  items  and 
terfeits  are  not  un 
of,  particularly  with 
"Some  of  the  early  n 
I  wouldn't  touch," 
Ralf  Coykendall  Jr.,  i 
Coykendall 's  Sporting 
lectibles  Price  Guide  ($ 
Lyons  &  Burford)  is  jui 
ing  into  print.  "I'd  wa 
buy  a  Theodore  Gordo 
from  Theodore  Gordon 
self" — dead  now  76  year 
IN  VOGUE.  Dealers  have  j 
spot  for  the  impassione( 
lector,  rich  or  poor.  A  y  ™»» 
customer  of  dealer  Mar 
Keane  in  Ashley  Falls,  ]\  m 
"drove  a  taxi  all  damn 
mer  in  downtown  Chicag 
save  up  $325  for  a 
trout  rod,  Keane  marvel; 

That  was  in  1969,  an( 
rod  by  now  is  probably  \ 
much  more.  But  prices 
have  peaked.  Fly-fishin 
again  fashionable,  even  \ 
people  who  have  never  f 
before.  Whether  they 
stay  with  the  sport,  let 
take  the  next,  not-so-lc 
step  of  becoming  colle( 
remains  to  be  seen.  As  i 
gling,  however,  if  gains 
certain,  where  would  th( 
be?  Timothy  Bel 


Worth  Noting 


■  m^n-ES  OF  WRATH.  The 

Grt  American  Gripe 

Booi  13.95,  Information 

USA)  I  -.  more  than  1,000 

gover  ,   it  offices  you  can 


contact  to  get  results.  For 
example,  if  you  think  a  near- 
by factory  is  polluting  and  if 
your  state  environmental 
agency  isn't  responding, 
it  tells  whom  to  call  and 
what  to  expect.  To  order,  call 
m  874-7473. 


■  BACK  TO  SCHOOL.  Some 
325  U.  S.  colleges  and  350 
more  in  Canada  and  overseas 
rent  dorm  rooms  during  the 
summer.  Budget-minded 
travelers  can  find  them  in 
The  U.  S.  &  Worldwide 
Tra  vel    Acco  m  m  oda  tions 


Guide,  $14.50  from  Can 
Travel  Service  (714  720-3' 
■  CONSUMER  GUIDE. 

Health  Insurance  Ass( 
tion  of  America  offers  a 
25-page   Guide  to  Li. 
Term  Care  Insurance 
800  942-4242. 
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BREITLING 

1884 


Instruments 
FOR  Professionals 


OLD  NAVITIMER, 
self-winding  chronograph. 
18  ct  gold,  steel  bicolor,  steel. 
Leather  strap  or  metal  bracelet. 


BREITLING  USA  INC. 

Two  Stamford  Landing,  Suite  165 
USA  -  STAMFORD,  CT  06902 

TeL:  203/327  1411 
Fax:  203/327 2537 
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Adobe  and  Adobe  Type  Manager"  are  trademarks  ol  Adobe  Systems  Incorporated  in  the  United  s\ 


rfbon 


550  mail-in  rebate  on  Kodak  Diconix  150  plus  " 
and  M 150  plus  printers -another  good  reason  j, 
why  you  shouldn't  have  a  laptop  or  notebook  iK  ^iJ 
computer  without  a  printer. 

There  are  all  kinds  of  reasons  to  travel  with  a 
Kodak  Diconix  printer  Including  sudden 
revisions,  quick  letters,  instant  overheads. 
And  the  sheer  convenience  of  being  able  to 
see  what  you've  written.  And  now  there 
'*     are  50  more:  for  a  limited  time,  Diconi)^ 
printers  come  with  a  $50  mail-in 
rebate  from  Kodak !  Both  the  150 
plus  printer  for  DOS  computers, 
and  the  Ml 50  plus,  with  Adobe 
Type  Manager' "  software,  for  Macintosi 
computers.  They're  easy  to  carry-no^^ 
printer  is  smaller  or  lighter-produce 
quality  output  on  plain  paper,  and  worl  f| 

as  well  on  the  desktop  as 
Ml  on  the  road.  But  the  rebate 

^  R  n     offer  ends  July  31,  19% 

so  get  'em  up.  Scout!  For 
more  information,  or  the 
name  of  a  participating 
dealer  near  you  in  the 
*  U.S.  or  Canada,  call 
1  800  344-0006. 
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REBATE 
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Palladium  Media  Enterprise*-,  Inc.  is  the  owner  ot  all  copyrights  and  trademarks  m  and  !u  the  Lone  Ranger  and  Tonio 
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TARY 

jgh!  For  five  days  in  a 
)ow  Jones  industrials 
ove  3000  Helping  the 

that  milestone  was  a 
■ally  in  basic  industry 

economically  sensitive 
e  Dow  hit  a  record 
)une  3,  and  the  S&P 
□de  under  390.  But  the 
conomic  recovery  that 
!d  equity  buyers 
he  bond  crowd.  Interest 
,  and  stocks  gave  back 
IS.  Small  stocks,  howev- 
leir  ground. 


May  30-June  5 

  395  1500 


52-week  change 
.  S.5% 


1-week  change 
0.6% 


BONDS 

May       Nov.  May 


•  390  1350 


■  380  1050 


Lehman  Brothers 
Treasury  Index 


52-week  chonge 
■  0.5% 


THE  DOLLAR 

May  30-June  5  May  Nov.  May 
  1360  110 


tE 


1  -week  change 
-1.0% 


1240  70 


J.  P.  Morgon 
Index 


52-week  change 
-1.5% 


Moy  30-June  5 


1  -week  change 
0.9% 


KET  ANALYSIS 


%  change 


3CKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  090 

US  INDUSTRIALS 

3005.4 

1.2 

3.2 

90-DAY  TREASURY  BILL  YIELD 

5.8% 

5.6% 

8.0% 

PANIES  (Russell  1000) 

201.2 

0.7 

5.9 

30-YEAR  TREASURY  BOND  YIELD 

8.4% 

8.3% 

8.4% 

SMPANIES  (Russell  2000) 

178.5 

1.9 

5.1 

S&P  500  DIVIDEND  YIELD 

3.1  % 

3.2% 

3.1  % 

PANIES  (Russell  3000) 

214.1 

0.7 

5.9 

S&P  500  PRICE/EARNINGS  RATIO 

18.3 

18.1 

16.8 

%  change  (1 

Kol  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

STOCKS 

Latest 

Week 

52-week 

S&P  500  26  week  moving  average 

359.2 

356.7 

Positive 

(FINANCIAL  TIMES  100) 

2521.5 

1.1 

6.9 

Stocks  above  26-week  moving  average 

77.1  % 

73. 1  % 

Neutral 

mKa  INDEX) 

25,289.6 

-0.8 

-23.3 

Speculative  sentiment:  Put/call  ratio 

0.35 

0.41 

Neutral 

(TSE  COMPOSITE) 

3556.3 

1.7 

-1.5 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.06 

2.10 

Neutral 

ISTRY  GROUPS 
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IBM:  A  FIRST  STEP 
TOWARD  CHANGE 


In  a  speech  delivered  this  spring  to  a  small  group  of 
managers,  IBM  Chairman  John  F.  Akers  tried  to  shake  up 
his  company  with  tough  talk  about  flat  profits  and  de- 
clining market  share  (page  24).  But  Akers  may  have  gotten 
more  than  he  bargained  for.  A  manager  who  was  there 
outlined  the  guts  of  Akers'  remarks  in  a  memo  distributed 
electronically  throughout  the  company  and  picked  up  by  the 
press.  Inside  Big  Blue,  the  reaction  was  immediate  and 
direct:  An  electronic  clearinghouse  for  comments  and  ideas 
got  more  than  42,000  lines  of  reaction  from  company  em- 
ployees. 

Some  of  the  IBMers'  responses  contain  ideas  that  Akers 
may  not  want  to  hear.  They  reflect  strong  internal  opinion, 
for  instance,  that  Akers  ought  to  take  greater  public  respon- 
sibility for  the  company's  problems.  Other  responses  recom- 
mended that  top  management  forgo  big  salary  increases. 

Some  ideas  are  more  specific  and  may  be  more  to  the 
point.  IBM  employees  suggested  that  the  company  could  dis- 
mantle its  burdensome  bureaucracy  by  eliminating  specific 
management  layers  that  duplicate  each  other.  Others  talked 
about  improving  product  development  by  making  deadlines 
firmer  and  by  giving  salespeople — who  know  what  their 
customers  want  and  need — input  into  the  development 
schedule.  And  some  had  suggestions  about  the  decision- 
making process:  They  want  top  management  to  come  down 
into  the  plants  and  offices  and  talk  directly  to  them. 

It  is  always  possible  that  the  IB.M  chairman  knew  that  the 
contents  of  his  talk  would  be  passed  along — he  may  even 
have  been  counting  on  it.  Whether  that's  true  or  not,  it 
would  be  foolish  for  him  not  to  heed  the  outpouring  of 
opinion  from  the  company's  rank  and  file.  After  all,  Akers 
would  be  tai)ping  a  resource  that  no  other  computer  compa- 
ny in  the  world  can  match:  the  thinking  of  some  373,000 
workers. 


GOOD  DESIGN  IS 
GREAT  BUSINESS 


ost  of  us  can  recall  the  last  time  we  handled  a  well- 
1  designed  product.  Whether  it  was  a  ski  boot,  a 
Icomputer,  a  coff'ee  maker,  a  pen,  or  a  car,  it  was 
memorable  because  good  design  is  so  rare.  A  well-designed 
product  stands  out  in  a  clutter  of  anonymous  items  that  are 
often  frustrating  to  operate. 

The  winners  of  the  Industrial  Design  Excellence  Awards 
(IDE.A.)  for  1991,  sponsored  by  business  week,  show  that 
thoughtfully  designed  products  that  combine  performance, 
ergonomics,  and  aesthetics  do  exceptionally  well  in  the  mar- 
ketplace (page  62).  People  want  them  and  are  more  than 
willing  10  pay  for  them.  These  products  make  us  more 
productive  in  the  workplace  and  provide  enjoyment  at  home. 
Most  of  the  innovative  design  in  the  U.  S.  today  comes 


from  small  shops  and  entrepreneurial  startups  that  i 
challenge  the  status  quo  to  prosper.  From  new  way 
looking  at  laptops  to  new  uses  of  materials,  most  exc 
design  in  the  U.  S.  is  coming  from  individuals  working 
staff's  of  10  to  20  people. 

Unfortunately,  big  U.  S.  corporations  often  find  it  difl 
to  develop  well-designed  products.  They  tend  to  rely 
much  on  engineering  and  marketing  departments.  Somi 
gineers  forget  the  customer's  need  for  simplicity  and  o 
bility,  and  marketing  tends  to  opt  for  caution — for  doin 
same  standard  thing,  perhaps  with  a  fillip  of  new  decor; 
Not  a  single  Detroit  production  car  won  an  award  this  j 

It  doesn't  have  to  be  that  way.  Digital  Equipmen 
redefined  the  entire  paradigm  of  network  computing  wi 
new  gold-medal  series  of  products.  Even  IBM,  not  note 
adventurous  design  in  the  past,  came  up  with  an  outs 
ing  product  that  won  a  gold  award. 

The  plain  fact  is  that  design  sells.  When  designers 
made  integral  players  in  product  development,  the  re 
can  be  not  only  spectacular  but  extremely  profitable.  J 
and  Europe  learned  this  long  ago. 


FAMILY  LEAVE 
SHOULD  GET  THE  NOD 


When  it  comes  to  vetoes,  President  Bush  h: 
stunning  record.  He  has  wielded  his  club  all 
two  dozen  times  and  hasn't  been  defeated  c 
But  Democratic  lawmakers  think  they  may  be  able  to  b|a 
his  streak  later  this  summer  on  an  issue  they  reckonjia 
wide  voter  appeal:  family  leave.  On  both  political  and  p|i 
grounds,  the  President  would  be  wise  not  to  test  his 
nents  on  this  issue. 

The  measures  facing  floor  action  in  both  the  House 
Senate  would  require  employers  to  give  workers  up 
weeks  of  unpaid  leave  for  the  birth  or  adoption  of  a  chi| 
when  workers,  their  children,  spouses,  or  parents  are 
ously  ill.  Because  the  law  applies  only  to  companies  wi' 
or  more  employees,  about  95%  of  all  businesses  woul 
exempt.  To  obtain  the  votes  needed  for  a  veto  over] 
Democrats  may  tinker  with  the  length  of  leaves,  per 
creating  a  two-tier  system,  with  more  time  off  allowec] 
maternity  leaves  and  less  for  family  illnesses. 

Bureau  of  Labor  Statistics  studies  show  that  workerl 
many  of  the  companies  covered  by  the  legislation  an 
ready  eligible  for  maternity  leave;  far  fewer  get  patei 
leave  or  time  off  to  care  for  an  ill  family  member.  Whal| 
legislation  would  do  is  set  a  federal  floor  for  such  beni 
And  from  a  political  standpoint,  the  Democrats  hope  thai 
bills  will  allow  them  to  score  some  pro-family  points  o 
Republicans. 

The  Bush  Administration  opposes  the  legislation,  arg| 
that  the  federal  government  has  no  business  mandaj 
employee  benefits.  But  it  has  been  doing  just  that  for  y| 
with  the  minimum  wage.  Social  Security,  and  unemployr 
compensation.  The  decision  on  family  leave  should  be  n\&, 
on  its  merits,  not  on  doctrine.  Family  leave  has  merit, 
hope  a  bill  passes,  and  that  the  President  signs  it. 
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BMWMEnSTHE 
DEMANDSOFTHE90S 
WITH  nS  SPIRIT  lilTAa. 


I 


INTRODUCING 
THERE-DESIGNED, 
RE-CALIBRATED, 


BMW3-SERIES. 

In  today's  volatile  economy, 
even  people  of  means  are  asking 
a  question  that  should  alarm  the 
world's  automobile  makers: 

"Just  what  makes  this  car 
worth  the  money i'" 

The  new  BMW325i  sedan, 
hiovyever,  welcomes  such  scrutiny 
Becausenotonlydoesitembody 


the  traditional  BMW  passion  for 
driving,  it  offers  a  whole  set  of 
more  practical-minded  virtues- 
most  notably  safety  durability 
and  ease  of  maintenance. 

It  represents  eight  years  of 
intensive  thought  from  every 
automotive  discipline.  An  effort 
unlike  any  in  BMW's  history 

THENEXTBESTTHINGTQA 
CAR  THAT  MAINTAINS  ITSELF 

At  the  heart  of  the  325i  is  a 
new  189-hp,24-valve  engine  so 
advanced  that  it  requires  little 
regular  maintenance  beyond  the 
changing  of  oil,  filters  and  plugs. 

Its  sophisticated  electronics 


incorporate  a"black  box"  vste 
that  can  play  back  past  egin 
events  for  the  BMW  tecMci; 
revealing  problems  that  righ 
otherwise  be  difficult  to  ctec 
Or  even  describe. 

THE325ilMPACT-ACTm 

SAFETY  SYSTEM 

BMW  has  always  he!  \h 
the  greatest  safety  featur  is  £ 
car  that  enhances  the  drier's 
ability  to  avoid  accidents  i  tl' 
first  place.Thus,  BMW's  hi^ori 
excellence  in  the  areas  ot;us-: 
pension, steering  and  advna 

antilock  brake  technolog 
But,  in  the  event  thayou 


lable  to  avoid  a  frcriai  im 
the  325 i  is  also  designed 
inch  an  entire  sequence  of 
sto  help  minimize  injuries. 
Hydraulic  bumpers  absorb 
t  of  the  impact  energy/  A 
m  of  "crush  tubes"absorbs 
lore.  The  seat  belts  tighten 
grip.  Three  sensors  trigger 
river's-sideairbag.  Interior 
.  a  re  a  utomati  ca  I  ly  tu  rned 
id  the  doors  are  unlocked, 
5ist  in  escape  or  rescue. 

BAFECARNEEDNTBE 
A  BORING  ONE. 

rhe  unique  driving  charac- 
"the  original  3-Series  is  not 

MWdeale'  lo'  aeanson  tnslimtec  wa'-rsnn  **Seri/ices.  proi'iaeo    Cross-  Couit-y  Moxo<  Club.  Inc  Soston  MA 


only?,  .e  ■~:'"e ■"e/.  o-dseoan. 
but  substantially  enhanced. 

The  rear  suspension  is  so 
unlike  other  cars  in  its  class,  its 
patented.  Resulting  in  improved 
stability  in  hard  cornering  and  a 
better  grip  of  the  road  overall. 

When  it  comes  to  comfort, 
the  325i  is  now  longer  taller  and 
wider  than  before.  It  has  firmly 
supported  seats.  Left  and  right 
temperature  controls,  to  allow 
for  individual  preferences.  Even 
a  microfiltration  system  that 
removes  dust,  pollen  and  most 
odors  from  the  interior  air 

Of  course,  the  325 i  is  also 
equipped  with  BMW's  four-year/ 


:  . ,  ■per-to-b.j:riper 
warranty'  for  protection  against 
unexpected  expenses,  as  well  as 
a  Roadside  Assistance  program 
you  can  call  upon  any  day  of  the 
year  on  any  road  in  the  USA' 

If  you  would  like  to  receive 
literature  on  the  new  3-Series. 
or  be  connected  directly  to  your 
nearest  BMW  dealer  you  need 
only  call  800-334-4BMW 

We  also  invite  you  to  stop 
in  for  a  test  drive  so  you  can  find 
out  what  makes  the  325i  sedan 
worth  the  money  from 
the  best  vantage  point 
of  all:  the  drivers  seat. 
THE  ULTIMATE  t>RfVING  MACHINE. 


INTRODUCING 
THERE-DESIGNED, 
RE-GU.IBRAnD, 


RE-INVENTED 
BMW3-SERIES. 

In  today's  volatile  economy, 
even  people  of  means  are  asking 
a  question  that  should  alarm  the 
world's  automobile  makers: 

"Just  what  makes  this  car 
worth  the  moneys"' 

The  new  BMW  3251  sedan, 
however,  welcomes  such  scrutiny 
Because  not  only  does  itembody 


the  traditional  BMW  passion  for 
driving,  it  offers  a  whole  set  of 
more  practical-minded  virtues- 
most  notably  safety  durability 
and  ease  of  maintenance. 

It  represents  eight  years  of 
intensive  thought  from  every 
automotive  discipline.  An  effort 
unlike  any  in  BMW's  history 

THENEXTBESTTHINGTOA 
CAR  THAT  MAINTAINS  ITSELF 

At  the  heart  of  the  325i  is  a 
new  189-hp,24-valve  engine  so 
advanced  that  it  requires  little 
regular  maintenance  beyond  the 
changing  of  oil,  filters  and  plugs. 

Its  sophisticated  electronics 


incorporate  a"black  box"systf.i| 
that  can  play  back  past  engif^j 
events  for  the  BMW  technic  |y, 
revealing  problems  that  mig[|(, 
otherwise  be  difficult  to  detef 
Or  even  describe.  j^j 

THE325ilMPACT-ACTIVATIr 


SAFETY  SYSTEM. 

BMW  has  always  held  ti- 
the greatest  safety  feature  is 
car  that  enhances  the  driver 
ability  to  avoid  accidents  in  tl 
first  place. Thus,  BMW's  histoL^ 
excellence  in  the  areas  of  susj^ 
pension, steering  and  advanci 
antilock  brake  technology,  i 

But,  in  the  event  that  yoi, 


only  alive  in  the  new  325i  sedan, 
but  substantially  enhanced. 

The  rear  suspension  is  so 
unlike  other  cars  in  its  class,  it's 
patented.  Resulting  in  improved 
stability  in  hard  cornering,  and  a 
better  grip  otthe  road  overall. 

When  it  comes  to  comfort, 
the  325i  is  now  longer,  taller  and 
wider  than  before.  It  has  firmly 
supported  seats.  Left  and  right 
temperature  controls,  to  allow 
for  individual  preferences.  Even 
a  microfiltration  system  that 
removes  dust,  pollen  and  most 
odors  from  the  interior  air 

Of  course,  the  325i  is  also 
equipped  with  BMW's  four-year/ 


jnable  to  avoid  a  frontal  im- 
,  the  325i  is  also  designed 
unch  an  entire  sequence  of 
its  to  help  minimize  injuries. 
Hydraulic  bumpers  absorb 
rt  of  the  impact  energy.  A 
3m  of  "crush  tubes"absorbs 
nore.  The  seat  belts  tighten 
'  grip.  Three  sensors  trigger 
Jriver's-sideairbag.  Interior 
s  are  automatically  turned 
ind  the  doors  are  unlocked, 
ssist  in  escape  or  rescue. 

SAFE  CAR  NEEDN'T  BE 
A  BORING  ONE. 

The  unique  driving  charac- 
)f  the  original  3-Series  is  not 
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50,000-mile  bumper-to-bumper 
warranty* for  protection  against 
unexpected  expenses,  as  well  as 
a  Roadside  Assistance  program 
you  can  call  upon  any  day  of  the 
year,  on  any  road  in  the  U.S.A!* 

If  you  would  like  to  receive 
literature  on  the  new  3-Series, 
or  be  connected  directly  to  your 
nearest  BMW  dealer,  you  need 
only  call  800-334-4BMW. 

We  also  invite  you  to  stop 
in  for  a  test  drive,  so  you  can  find 
out  what  makes  the  325i  sedan 
worth  the  money  from 
the  best  vantage  point 
of  all:  the  driver's  seat. 
THE  ULTIMATE  DRIVING  MACHINE: 
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62   MEET  DUPONT'S 'CONSCIENCE': 

IN  JUST  THREE  YEARS,  FAITH  WOHL 
HAS  HELPED  TURN  THE  ONCE-STAID 
COMPANY  INTO  ONE  OF  THE  TOP 
'FAMILY-FRIENDLY'  CORPORATIONS 


Economic  Analysis 

ECONOMIC  VIEWPOINT 

Blinder:  What's  so  bad  about  a  nice 
little  recovery? 

ECONOMIC  TRENDS 

Little  consumer  rebound,  high  loan 
rates,  haves  and  have-nots,  CEO  pay 
in  Canada  and  the  U.  S. 

BUSINESS  OUTLOOK 

Is  the  economy  back  on  track? 

Government 

WASHINGTON  OUTLOOK 

Whatever  his  private  peccadilloes, 
Kennedy  remains  the  Teflon  senator 

Social  Issues 

WORK,  FAMILY,  AND  DU  PONT 

How  Faith  Wohl  prodded  the 
company  to  create  a  slew  of 
progressive  programs  for  workers 


Science  &  Technology 

104  ANATOMY  OF  CALAMITY 

Business  works  to  prevent  disaster 

108  POOR  MAN'S  HDTV? 

A  Silicon  Valley  engineer's  system 

1  1 3  DEVELOPMENTS  TO  WATCH 

Sports  Business 

1  14  SKATING  IN  HEAVY  TRAFFIC 

Rollerblade's  new  competition 

People 

116  MACY'S  KUNG  FU  KING 

Run  Run  Shaw,  retailing  hero 


The  Corporation 


Marketing 


BOOTY  SNATCHERS 

As  prices  lure  Canadians  south, 
retailers  at  home  fold  up  shop 

Information  Processing 

OPEN  SYSTEMS,  OPEN  SESAME? 

DEC  has  decided  to  stake  its  future 
on  networks  that  connect  all  sorts  of 
computers 

THE  BIG  ENGINE  THAT  HASN'T 

dec's  VAX  9000  mainframe  isn't 
living  up  to  its  promise 


1 1 8  CLOROX'  TOO-BRIGHT  IDEA 

It  launched  detergent-bleaches  only 
to  abandon  them  to  rivals 

122  BEVERLY  ON  THE  MEND 

The  nursing-home  chain's  good  news 

127  OUT  OF  HOT  WATER? 

Cal  Energy's  troubles  may  be  over 

Industries 

132  THINNING  DIET  CENTERS 

Lawsuits  and  criticism  take  their  toll 

Media 

139  COURTING  AN  AUDIENCE 

A  cable  network  built  on  legal  trials 

Personal  Business 

144  REAL  ESTATE:  Selling  a  house 

ENTERTAINMENT:  Karaoke  at  home 

GARDENING:  Who  needs  chemicals? 

Features 


139    HE  WANTS  HIS  COURT  TV: 

PUBLISHER  STEVE  BRILL  TAKES  TO 
THE  AIRWAVES  WITH  A  CABLE 
NETWORK  DEVOTED  TO  24-HOUR 
COURTROOM  COVERAGE 
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PRODUCTION 

Change  from  last  week:  0.6% 
Change  from  last  year:  -2.6% 

185  1967=100  [four-week  moving  overage) 
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LEADING 

Change  from  lost  week:  0.0% 
Change  from  last  year:  0.6% 
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The  production  index  rose  during  fhe  week  ended  June  1.  On  a  seasonally 
adjusted  basis,  output  of  electric  power  posted  another  sharp  rise.  Production  of 
lumber,  crude-oil  refining,  trucks,  paper,  and  paperboord  all  increased.  Rail-freight 
traffic,  coal,  outos,  and  steel  production  declined-  Before  calculation  of  the  four- 
week  moving  average,  the  mdex  increased  to  176-4,  from  175.2,  For  the  month  of 
May,  the  mdex  was  up  sharply,  to  174.3,  from  170.4  in  April. 

BW  production  index  copyright  1991  by  McGrov^-Hill  Inc 


The  leadinq  index  increased  during  the  week  ended  June  1.  Higher  stock  pri'  ^ 
and  a  drop  in  the  number  of  business  failures  offset  a  decline  in  M2  growth.  Loi 
term  bond  yields,  the  change  m  materials  prices,  and  the  growth  rate  for  real  esti 
loans  were  unchanged  for  the  week.  Before  calculation  of  the  four-week  movi 
overage,  the  index  rose  to  216.1,  from  215.5.  For  the  month  of  May,  the  index  w 
215.8,  little  changed  from  215.7  in  April. 

Leading  index  copyright  1991  by  Centet  for  Internotionol  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (6/8)  thous.  of  net  tons 

1,551 

1,550* 

-19.6 

AUTOS  (6/8)  units 

1 13,969 

89,662r??: 

-21.7 

TRUCKS  (6/8)  units 

81,689 

65,168r# 

-12.3 

ELECTRIC  POWER  (6/8)  millions  of  kilowatt-hours 

57,871 

60,365  # 

1.1 

CRUDE-OIL  REFINING  (6/8)  thous.  of  bbl./day 

13,758 

1 3,848  # 

1.5 

COAL  (6/1)  thous.  of  net  tons 

1 6,345  # 

19,394 

-1 1.3 

PAPERBOARD  (6/1)  thous.  of  tons 

752. 5# 

747.  Ir 

-0.2 

PAPER  (6/1)  thous.  of  tons 

727.0* 

709.0r 

-4.6 

LUMBER  (6/1)  millions  of  ft. 

438.2  # 

509.9 

5.5 

RAIL  FREIGHT  (6/l)  billions  of  ton-miles 

16.5* 

19.0 

-1 1.8 

Sources:  Americon  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst,,  Energy  Dept.,  Americon  Poper  Inst.,  WWPA',  SFPA-',  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (6/12) 

142 

139 

155 

GERMAN  MARK  (6/12) 

1.79 

1.75 

1.70 

BRITISH  POUND  (6/12) 

1.65 

1.69 

1.71 

FRENCH  FRANC  (6/ 12) 

6.06 

5.92 

5.71 

CANADIAN  DOLLAR  (6/12) 

1.14 

1.15 

1.17 

SWISS  FRANC  (6/12) 

1.53 

1.50 

1.44 

MEXICAN  PESO  (6/12)^ 

3,001 

2,998 

2,846 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  m  dollars. 

n  units  per  U.  S.  dollar,  except  for 

PRICES 

Latest 
week 

Week 
ago 

7o  Change 
year  ago 

GOLD  (6/12)  $/troyoz. 

372.000 

362.400 

6.1 

STEEL  SCRAP  (6/1 1)  #  1  heavy,  $/ton 

89.00 

89.00 

-22.3 

FOODSTUFFS  (6/ 1 0)  index,  1 967  =  1 00 

201.4 

203.6 

-1 1.7 

COPPER  (6/8)  (</lb. 

103.3 

102.4 

-13.4 

ALUMiMUM  (6/8)  ^/Ib. 

56.5 

58.0 

-24.2 

WHEAT  (6/8)  #2  hard,  $/bu. 

3.02 

2.99 

-19.9 

COTTOW  '.V8)  strict  low  middling  1-1/16  in.,  f/lb. 

79.86 

82.25 

3.2 

lolesi 
week 


Week 
ago 


STOCK  PRICES  (6/7)  S&P  500 


384.99 


385.38 


CORPORATE  BOND  YIELD,  Aao  (6/7) 


8.93% 


8.87% 


INDUSTRIAL  MATERIALS  PRICES  (6/7) 


97.9 


97.8 


BUSINESS  FAILURES  (5/31) 


397 


412 


REAL  ESTATE  LOANS  (5/29)  billions 


$404.8 


MONEY  SUPPLY,  M2  (5/27)  billions 


INITIAL  CLAIMS,  UNEMPLOYMENT  (5/25)  thous. 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980—100),  D| 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  sed 
oily  adjusts  data  on  business  failures  and  real  estate  loons. 


MONTHLY  ECONOMIC  INDICATORS 


latest 
month 


Month 
ago 


%Ch« 
yeoa 


BUSINESS  WEEK  PRODUCTION  INDEX  (May) 


174.3 


170.4r 


BUSINESS  WEEK  LEADING  INDEX  (May) 


215.8 


215.7r 


EMPLOYMENT,  CIVILIAN  (May)  millions 


1 16.6 


1  17.4 


UNEMPLOYMENT  RATE,  CIVILIAN  (May) 


6.9% 


6.6° 


Sources:  BW,  CIBCR,  BLS 


MONETARY  INDICATORS 


Latest 
week 


Week  %  Chi 
ago  year 


MONEY  SUPPLY,  Ml  (5/27) 


$851.8 


$853.0r 


BANKS'  BUSINESS  LOANS  (5/29) 


312.3 


313.3r 


Sources:  London  Wed.  final  setting,  Chicago  mkt.,  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


FREE  RESERVES  (5/29) 

890r 

786r 

i: 

NONFINANCIAL  COMMERCIAL  PAPER  (5/29) 

148.4 

151.2 

Sources:  Federal  Reserve  Boord  (in  billions,  except  for 
a  two-week  period  in  millions). 

free  reserves. 

^hich  are  expresse* 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Vm 

FEDERAL  FUNDS  (6/11) 

5.79% 

5.96% 

8.3( 

PRIME  (6/12) 

8.50 

8.50 

10.01 

COMMERCIAL  PAPER  3-MONTH  (6/11) 

6.15 

6.05 

8.i: 

 ' 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (6/12) 

6.1 1 

6.10 

8.2 

EURODOLUR  3-MONTH  (6/8) 

6.06 

5.94 

8.2: 

fir 


Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  dota  in  the  production  indicators  are  seosonolly  adjusted  in  computmg  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipm 
1  --Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  morket  value         NA  =  Not  available         r  =  revised         NM  =  Not  meaningful 
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ilie  01%  pointer  you'll  need 
on  Winaows  Confuting. 


The  Microsoff  Windows  graphical 
/ironment  has  become  incredibly  popular 

And  not  surprisingly  the  best  way  to 
t  around  the  Windows  environment  and 
plications  is  with  a  Microsoft  Mouse. 

With  well  over  6  million  of  our  mice 
the  field,  so  to  speak,  you  could  say  it's 
come  an  industry  standard.  In  fact,  it's 
en  so  well  received,  it  has  even  won  the 
Magazine  Editors'  Choice  award. 


And  since  it  comes  from  Microsoft, 
you  are  assured  of  unquestionable  quality 
Not  to  mention  reliability. 

Give  us  a  call  at  (800)  541-1261,  De- 
partment R06,  and  ask  for  the  name  of  the 
dealer  nearest  you.  Then  go  check  it  out 
for  yourself.  We  think  you'll  see  our  point. 

Mkmsoft 

Making  it  all  make  sense" 


Micrmoft  Corporation  All  rights  reserved  Printed  in  the  USA  Inside  the  50  United  States,  call  (800)  541-1261.  Dept  R06.  ouiside  the  50  United  States,  call  (206)  936-8661  Customers  in  Canada,  call  (416)  568-3503-  Microsoft  and  the 
fft  logo  are  registered  trademarks  and  Making  it  all  make  sense,  the  Microsoft  Mouse  design  and  Wmdouis  are  trademarks  of  Microsoft  Corporation  The  Microsoft  Mouse  design  is  protected  by  US  Desigti  Patent  No  302.426. 


ome  sa)'  the  secret 
to  the  popularitv  ot 
Ballantine's  Finest  Scotch 
IS  Its  artful  blend  of  42 
single  malt  whiskies 
Others  proclaim  the 
virtues  of  water,  peat  or 
heather,  traces  o\  which 
can  be  detected  in  ever) 
sip.  But  all  discussions 
about  Scotch  must  ulti- 
mately turn  to  the  t)ak  bar- 
rels in  which  It  matures 
Newly  distilled  single 
malt  Scotch  enters  the 
barrel  naked,  \irtuall\' 
clear,  fiery  in  its  potenc), 
but  somewhat  lacking 
in  manners  0\er  the 
years  it  acquires  a  golden 
hue,  drawn  from  the 
wood  Itself.  Air  pene- 
trates the  porous  surface, 
whispering  hints  of'  the 
outside  world  to  the 
bucfding  whisk}-  inside 
In  turn,  evaporation 
imparts  a  subtle  sweetness 
to  the  surrounding  air. 


!IVILIZJ 


When    the  whisky 
emerges  from  its  long 
metamorphosis,  it  has 
mellowed  considerably. 
Tempered    with  soft 
Scottish  water  and  merged 
into  the  Ballannne's  Finest 
niend,  each  of  the  single 
malts  confidently  intro- 
duces Itself  to  yt)ur  glass, 
proud  of  Its  origin,  assert- 
ing Its  flavor  with  the  firm 
liandshake  of  individual 
Scotch  character 

Th  en  a  softer  side  to 
Ballantine's  is  revealed,  a 
sentimental  quality  that 
blooms  on  the  palate  like  a 
flower  unveiling  hidden  col- 
or The  finish  is  gentle  but 
firm,  dignified  and  noble. 

The  true  measure  of 
civilization  is  simple  qual- 
ities like  these.  Happily, 
they  are  available  for 
the  price  of  a  bottle  of 
Ballantine's  Finest. 

Please  write.  We  wel- 
come all  correspondence. 


THE  TRUE  TASTE  OF  SCOTCH' 


Bali.intu,   s  Rl.-iniid  Scotch  Whi,sky  43%  Ale /Vol  (86  prool)  c  I990  .Maidstone  Wine  &  Spirits  Inc  .  Los  Angeles.  CA    •    Write  to  Balbntinc's  PO  Box  8925  Universal  City,  CA  9I608|  j 
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2a000PHDS 


THE  ONLY 
REASON 


COUNTY  IS  A 
SNIART 
IHOVL 


It  takes  no  genius  to  figure  out  that 
-educated  employees  are  critical  to 
:ess  in  business.  In  and  around  Fairfax 
nty,  youH  find  a  greater  concentration 
lem  than  anywhere  else. 

But  the  quality  of  the  people  who 
work  for  your  company  is  only  part  of 
you  should  consider  moving  here. 

Washington,  D.C.  is  right  next  door. 
I  many  companies,  including  Mobil, 
iT,  TRW,  EDS  and  Rockwell  Intemation- 
apitalize  on  the  government's  need 
information  and  analysis. 

Washington  Dulles  International  Air- 
,  located  in  the  County,  offers  1,897  flights 
week  to  76  domestic  markets.  And  108 


flights  per  week  to  14  international  locations.  F. 

The  State  of  Virginia  is  another  com- 
pelling reason  to  move  to  Fairfax  County.  A 
sense  of  fiscal  responsibility  and  sound  man- 
agement dominates  both,  the  County's  AAA 
bond  rating  being  a  perfect  case  in  point. 

And  perhaps  most  critical  to  the 
people  who  work  here  is  the  way  of  life  the 
County  offers.The  neighborhoods  are 
beautiful.  Public  parks  are  many  and 
inviting.The  school  system  is  one  of 
the  nation's  best. 

For  more  information,  call  us  or  send 
us  the  coupon. 

You'll  find  that  a  move  to  Fairfax 
County  is  smart,  if  not  downright  brilliant.  L_ 


FAIRFAXCOUNTY, 
VIRGINIA 

Please  send  nie  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name_ 
Title 


Company. 
Address 

City  

Phone  


State 


_Zip_ 


Fairfax  Ctiunty  Economic  Devdopment  Authority. 
8300  Boone  Boulevard,  Suite  450,  Vienna,  Virginia  22182 
Telephone  (703)  790-0600  Fax  (703)  893-1269. 


BW2 
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It's  not  surprising  ttiat  one  out  of  four 
pharmaceuticals  conies  from  tropical 
forests.Orttiatan  estimated  1,400  tropical 
plants,  like  the  rosy  periwinkle,  have 
promising  anti-cancer  properties.  After 
all,  as  home  to  half  of  the  world's  plant  and 
animal  species,  these  forests  are  a  vast 
biochemical  warehouse. 

What  is  surprising  is  that  the  human 
race  is  destroying  this  living  resource  at  an 
alarming  pace. 

Each  day  74,000  forested  acres  are 


cleared,  pushing  untold  numbers  of  species 
toward  extinction. 

TTie  future  of  medicine  and  agnculture, 
the  existence  of  thousands  of  wildlife 
species,  and  the  survival  of  hundreds  of 
millions  of  people  in  developing  countries 
depend  on  what  we  do  now  to  keep  the 
tropical  forests  alive. 

The  means  of  solving  this  problem  are 
within  our  reach.  Write  in  order  to  find  out 
how  you  can  help  keep  the  tropical  forests 
alive,  before  the  reasons  disappear 


KeepTropical  Forests  Alive. 

lOiL.-i:  rarest  Project.  World  Resources  Institute,  1735  New  York  Avenue,  N  W  Washington,  D  C.  20006/ Prepared  by  Richardson  Myers  &  Donofrio,  Inc 
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IS  JAPAN'S  STRATEGY 
QUALITY— OR  CONQUEST? 


France's  new  Prime  Minister,  Edith 
Cresson,  says:  "The  Japanese  have  a 
strategy  of  conquest.  And  they're  about 
to  devour  Europe"  ("An  'iron  lady' 
across  the  channel?"  International  Busi- 
ness, May  27).  Even  though  Cresson's 
words  are  used  as  metaphors,  her  state- 
ment is  inappropriate  for  her  position  as 
Prime  Minister.  Western  Europe's  trade 
deficit  with  the  U.  S.  remains  high.  How- 
ever, Cresson  said,  "Europe  and  Ameri- 
ca need  to  collaborate. . . .  The  U.  S.  is  a 
great  democracy.  Japan  is  not."  How 
can  Cresson  say  Japan  is  not  a  democra- 
cy? Although  a  kind  of  feudality  still 
remains  in  Japan,  Japan  is  as  democratic 
as  the  U.S.  and  France. 

Most  Japanese  like  France;  they  enjoy 
visiting  Paris,  buying  French  wines,  per- 
fumes, etc.  If  France  would  produce  oth- 
er products  of  superior  quality,  as  Japa- 
nese industries  do,  Europe  would  not  be 
devoured.  This  is  an  economic,  techno- 
logical, industrial  competition  in  a 
completely  democratic  worldwide  free 
market. 

It  is  quite  sad,  and  rather  frightening, 
when  national  leaders  such  as  Prime 
Minister  Cresson  do  not  have  the  politi- 
cal courage  to  help  their  people  face  re- 
ality. Rather  than  "Japan-bash,"  Cres- 
son should  provide  leadership  to  her 
people  so  that  they  can  learn  to  design, 
build,  and  market  the  kind  of  products 
that  people  the  world  over  wish  to  buy 
and  use  to  enhance  their  lives — the  kinds 
of  products  that  come  from  Japan. 

Katsundo  Hitomi 
Kyoto,  Japan 

Editor's  note:  Hitomi  is  a  visiting  pro- 
fessor at  Ohio  University  in  Athens. 

What  matters  is  not  that  non-Japa- 
nese cannot  establish  the  same 
presence  in  Japan  through  investment, 
acquisition,  and  merger  as  the  Japanese 
have  done  in  other  industrialized  coun- 
tries. The  point  is  that  the  Japanese  do 
not  want  to  share  any  part  of  their  do- 
mestic and  economic  sovereignty  with 
other  nations.  In  contrast,  since  1955, 
the  member  states  of  the  European 


Community  have  shared  large  amounts 
of  their  sovereignty.  This  is  one  of  the 
major  foundations  for  cooperation  and 
for  mitigating  the  resentments  and  an- 
tagonisms that  can  arise  in  a  multistate 
union. 

If  Japanese  business  continues  to  pur- 
sue gaining  substantial  market  share  in 
all  the  other  principal  regions  of  the 
world,  it  must  share  ownership  and  con- 
trol of  parts  of  its  domestic  economy 
with  Europeans,  Americans,  and  Asians. 
This  type  of  internationalization  is  the 
hallmark  of  the  other  industrialized  na- 
tions. It  is  not  only  very  late  in  the  day 
for  Tokyo  to  reverse  this  situation  but 
also  disheartening  that  Japanese  leaders 
do  not  seem  to  recognize  this  problem. 
Endowing  university  chairs  in  Europe, 
becoming  good  corporate  citizens  in  host 
countries,  and  sponsoring  sports  events 
and  literary  prizes  avoid  what  has  be- 
come an  explosive  issue. 

Rebecca  L.  Bounds 
New  York 

MEDICAID  SHOULD  BE 

FOR  THE  NEEDY,  NOT  THE  GREEDY 

Your  magazine  has  always  advocated 
fair  and  reasonable  positions  with 
regard  to  taxation,  labor  relations,  trade, 
and  medical  costs,  among  other  issues.  I 
find  it  outrageous  when  in  the  same  is- 
sue that  Gary  Becker  outlines  a  reason- 
able plan  to  help  the  long-term  unem- 
ployed ("The  long-term  unemployed 
need  long-term  help,"  Economic  View- 
point, May  20),  your  Personal  Business 
column  ("Insurance  for  the  twilight 
years,"  Personal  Business,  May  20)  ad- 
vises presumably  well-off  people  to 
transfer  their  assets  to  children  or  oth- 
ers so  as  to  meet  the  net-worth  limits  for 
medicaid.  No  wonder  medicaid  and  other 
social  programs  are  being  destroyed. 

Dr.  Garry  S.  Sklar 
New  York 

EXECUTIVE  ARROGANCE: 

A  'RECIPE  FOR  DISASTER'  

In  regard  to  "The  flap  over  executive 
pay"  (Cover  Story,  May  6),  the  "me 
first"  syndrome  of  personal  gratification 
that  now  provides  the  principal  motiva- 
tion for  the  leaders  of  American  busi- 
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Wherever  your  businel 
the  Gulfstream  IVcan  tai 


Some  people  seem  to  believe  that  as  you  go 
up  the  ladder  in  business  jets,  you  run  out  of 
things  the  airplane  can  do. 

The  way  they  see  it,  by  the  time  you  get  to 
the  Gulfstream  IV,  which  is  at  the  very  top, 
the  only  thing  it  is  good  for  is  to  fly  the  long 
intercontinental  missions. 

Exactly  the  opposite  is  true,  of  course. 


As  a  business  jet  gets  bigger,  as  its  flight 
management  and  aircraft  systems  get  mon 
advanced,  as  its  engines  become  more  akir 
those  that  power  airliners,  and  the  wider  it 
performance  envelope  becomes,  the  more 
can  do. 

That  certainly  is  the  case  with  the 
Gulfstream  lY 
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kes  you, 
)u  there. 


\  well-managed  Gulfstream  IV  can 
ome  a  unique  asset  in  a  corporate  aircraft 
jration.  In  fact,  it  is  perfectly  plausible  to 
lect  this  one  amazing  machine  to  do  as 
ch  as  two  lesser  aircraft,  and  perhaps 
n  more. 

fhere  is  no  question  about  its  long-range 
wess.The  Gulfstream  IV  has  the  endur- 
:e  and  speed  to  fly  nearly  5,000  statute 
es  non-stop  in  about  9.5  hours;  the  reliabil- 
of  its  engines  and  systems  helps  make  every 
IT  pass  placidly;  and  a  big,  roomy  cabin 
kes  every  mile  go  by  comfortably 
t  brings  these  same  capabilities  to  shorter 
)s  and,  in  the  right  hands,  does  it  with  sur- 
ging efficiencies  and  cost-effectiveness.  In  a 
vey  of  Gulfstream  IV  operators  by  a  major 
ation  publication,*  most  reported  that 
ey  have found  the  Gulfstream  IV  to  be  eco- 
nically  practical for  trips  ranging  anywhere 
m  one  hour  to  9. 50  hours  in  duration 
is  size  is  a  plus  in  helping  achieve  optimum 
ization.The  Gulfstream  IV  can  take  more 
;sengers  farther  faster  than  any  other  busi- 
;s  aircraft.  (And,  in  our  experience,  people 
iom  pass  up  the  opportunity  to  ride  in  it 
1  pilots  always  want  to  fly  one.) 
Oespite  its  size,  the  Gulfstream  IV  can  get 
3  and  out  of  hundreds  of  airports  where 
1  normally  find  only  smaller  jets.  And  that's 
:  simply  because  of  its  sparkling  perform- 
)e,  but  because  it  is  also  a  good  neighbor. 
Few  airports  are  more  noise-sensitive  than 
Lshington's  National  Airport;  the  FAA  says 
;  Gulfstream  IV,  with  its  Rolls-Royce  Tay 


engines,  is  quiet  enough  to  come  and  go  there 
anytime,  day  or  night.  (It  all  suggests  you  can 
plan  on  going  almost  anywhere  you  want  to 
go- which  is  the  fundamental  reason  to  oper- 
ate any  business  jet.) 

In  short,  the  Gulfstream  IV  has  an 
uncommon  versatility  that  makes  it  uncom- 
monly productive. 

We  can  show  you  why  and  how  this  hap- 
pens on  an  actual  business  trip  you  and  your 
key  executives  have  to  take  somewhere  at 
home  or  abroad. 

If  you  need  to  go  5,000  miles  non-stop,  fine. 

K  you  need  to  go  where  airline  service  is 
impractical  or  impossible,  we  can  show  you 
how  easy  the  Gulfstream  IV  makes  it  to  get 
to,  not  merely  one  place  but  several,  and  have 
you  home  again  in  a  single  day 

If  we  can  have  the  time  to  show  you  how  the 
Gulfstream  IV  does  both,  so  much  the  better 

What's  important  is  that  you  have  the 
opportunity  to  put  the  Gulfstream  IV  in  its 
proper  perspective. 

The  person  who's  ready  to  see  that  you  get 
that  chance  is  Robert  H.  Cooper,  Senior  Vice 
President,  Gulfstream  Marketing,  /p^ii 

CaU  him  at  (912)  964-3292.  wll 

/lcrosp.-Kf 


The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 


stream  Marketing  Regional  U.S.  offices  are  Northeast  (203)  677-7666  and  (201)  335-6676;  Midwest  (708)  571-6606; 
Atlantic/Southeast  (912)  964-3283;  Southwest  (713)  782-6782  and  (214)  490-1055;  Western  (213)  420-5059  and  (415)  283-8590. 

stream  IV  Operators  Survey,"  Business  &  Commercial  A\  iation.  August  1989. 


ness  is  directly  responsible  for  our  in- 
creasingly rapid  decline  as  a  world 
commercial  and  industrial  power. 

Until  our  American  business  schools 
and  legal  system  stop  promoting  the  ir- 
rational and  suicidal  ethos  of  self  over 
group  and  of  individual  rights  over  so- 
cial responsibilities,  this  nation  will  con- 
tinue its  self-destructive  plunge  into 
moral,  economic,  and  political  ruin. 

We  have  developed  in  the  upper  eche- 
lons of  our  government  and  industry  a 
royalty  without  nobility,  an  aristocracy 
without  class,  and  leadership  without 
conviction.  In  short,  we  have  developed 
the  perfect  recipe  for  disaster. 

Robert  S.  Coughlin 
Rancho  Palos  Verdes,  Calif. 

THE  AIRLINE  INDUSTRY  NEEDS 
HELP— REAL  HELP  

Your  story  "Lost  somewhere  over 
Capitol  Hill:  A  national  flight  plan" 
(Top  of  the  News,  May  13)  rightfully 
argues  for  more  government  involve- 
ment to  help  revive  our  teetering  airline 
industry.  The  prescribed  remedies,  how- 
ever, miss  some  important  points. 

The  last  thing  we  need  is  another  dose 
of  doctrinaire  laissez-faire  medicine 


crammed  down  the  throat  of  a  sick  air- 
line industry.  Transportation  Secretary 
Samuel  K.  Skinner  has  been  on  the 
stump  since  January,  peddling  a  re- 
warmed  hash  of  the  same  discredited 
ideas  that  nearly  wrecked  the  industry 
through  the  Airline  Deregulation  Act  of 
1978.  The  Administration's  ideologues 
must  come  to  grips  with  the  fact  that 
economic  theory  has  to  accommodate  it- 
self to  reality  and  not  vice  versa.  The 
failed  policies  of  deregulation,  repack- 
aged in  the  guise  of  foreign  ownership, 
cabotage,  and  open  skies,  cannot  resolve 
the  very  problems  that  they  helped  to 
create. 

The  industry  would  have  been  in  far 
better  condition  today  if  the  Transporta- 
tion Dept.  had  required  airlines  to  pro- 
duce business  plans  to  demonstrate  how 
their  proposed  sales  of  routes  or  other 
assets  would  enhance  their  chances  for 
survival  and  make  the  industry  more 
competitive.  Or  consider  how  early  gov- 
ernment intervention  in  the  junk-bond  le- 
veraged buyout  frenzy  of  a  few  years 
ago  could  have  prevented  several  carri- 
ers from  having  to  fight  a  losing  finan- 
cial battle  with  staggering  debt  service. 
And  as  the  article  rightfully  points  out, 
the  Airport  &  Airway  Trust  Fund  lan- 


guishes in  a  budgetary  limbo,  v' 
needed  improvements  to  airports 
airways  go  unfilled. 

In  all  of  the  above  cases,  a  fortui 
side  effect  of  more  responsible  gov 
ment  action  in  these  areas  would  1 
been  to  reserve  or  create  more  aii 
jobs.  Sometimes,  it  is  possible  to  1 
your  cake  and  eat  it,  too. 

Randolph  Bal 
Presii 

Air  Line  Pilots  A 
Washing 

THE  HIGH  PRICE  OF 
MICROSOFT'S  CHANGE  OF  HEART  l 


0  sensible  person  favors  pers€ 
ling  Microsoft  Corp.  for  pro\i( 
good  products  and  services.  Howe 
your  commentary  "Don't  persecute 
crosoft  for  doing  things  well"  (Toi 
the  News,  Apr.  29)  misses  the  point  ( 
pletely.  Two  years  ago,  Microsoft 
software  developers  that  OS/2  was 
operating  system  of  the  future.  Tl 
developers  spent  millions  of  dollars  \ 
ing  software  for  OS/2.  Many  thous; 
of  those  dollars  went  to  Microsoflfci 
payment  for  OS/2  developers'  kits. 
But  now  Microsoft  savs:  "Gee 


They  just  came  up  with  the  idea 
that  will  put  their  company  on  the  map. 


'  oming  up  with  a  brilliant  idea. 
That's  the  tougli  part.  The  easy 
'.  art  is  making  it  look  its  best.  P"or 
ti  iai.  you  can  count  on  the  family 
(  •i  LaserJet  printers  from  Hewlett- 
rarkard.  LaserJets  give  you  the 


best  300  dpi  {)rint  quality  available 
today.  The  font  capal  )ilities  you  need 
for  compelling  dociuiients.  And 
the  software  compatibility  that  lets 
you  choose  the  best  solution.  For 
over  ten  million  people,  the  name 
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t  really  mean  it.  We  were  going 
apport  Windows  3.0  all  along."  It 
teresting  that  two  of  the  first  com- 
ial  business  products  for  Windows 
ire  Microsoft  Word  and  Microsoft 
1. 

m  personally  aware  of  a  number  of 
)anies  that  believed  Bill  Gates  and 
rote  applications  software  for  OS/2. 
/  of  those  companies  are  now  no 
;r  in  business  as  a  direct  result 
icrosoft's  decision  to  support  Win- 
instead.  There  is  a  definite  prob- 
lere  that  needs  a  solution.  Perhaps 
Federal  Trade  Commission  should 
y  require  Gates  to  tell  the  world 
ruth  about  which  operating  system 
that  Microsoft  is  developing  applica- 
for. 

Tony  Lima 
Professor  of  Economics 
California  State  University 
Hayward,  Calif. 

tE  GUN  LAWS 

HT  NOT  SAVE  MORE  IIVES 

CORREaiONS  &  CLARIFICATIONS 

In  the  "The  West's  tough  new  line 
against  China"  (International  Business, 
May  20),  we  erred  in  saying  that  IBM 
and  AT&T  had  "closed"  their  Beijing 
offices.   In   fact,   both  companies 
have  merely  scaled  back  their  Beijing 
operations. 

of  freedoms  lost?  We  do  not  need  laws 
that  might  work.  We  need  laws  that  will 
work  and  protect  our  freedom  at  the 
same  time. 

Jeff  Cecka 
New  Brighton,  Minn. 

VALUE-ADDED  SHARES 
WERE  A  HONEYWELL  IDEA 

^'l^'our  story  "Bolting  the  boardroom 

W  door  at  Sears"  (Finance,  May  13), 
which  describes  the  actions  of  Robert 
Monks,  contains  the  following  statement 
about  Honeywell:  "Then,  they  [Rainwa- 
ter and  Monks]  prodded  the  company 
into  a  restructuring." 

This  is  simply  not  the  case.  The  share- 
holder-value-enhancement program  that 
we  launched  in  July,  1989,  was  designed 
by  Honeywell   management  and  had 
been  in  development  since  the  early  part 
of  1989. 

Karen  Bachman 
Vice-President,  Communications 
iruiieyvveii  inc. 
Minneapolis 

accomplish  is  not  the  saving  of  lives. 
Rather,  the  predictable  result  would  be 
the  alienation  of  millions  of  law-abiding 
citizens  who  hold  the  right  to  own  fire- 
arms to  be  very  dear  indeed.  Outlawing 
semiautomatic  firearms  would  also  en- 
sure a  lively,  albeit  illegal,  import  trade 
in  such  weapons  from  the  ever-burgeon- 
ing firearms  industry  in  South  America. 
They  would  come  right  along  with  the 
cargoes  of  cocaine  that  arrive  nearly 
unabated. 

Richard  J.  Willoughby 
Anchorage,  Alaska 

HLHobody  endorses  the  murder  and  vio- 
B^lence  committed  each  year  with 
guns,  but  every  time  a  new  law  is 
passed  Americans  lose  more  freedom. 
We  can  think  of  hundreds  of  ways  to 
save  lives,  but  will  the  cost  be  hundreds 

our  article  "Pass  the  Brady  bill — 
and  more  gun  laws"  (Editorials, 
27),  advocating  passage  of  the  Bra- 
il and  more  by  way  of  gun  control, 
even  one  scintilla  of  redeeming 
What  that  sort  of  legislation  would 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  IntI  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 

[JllUllt;  llUli  lUCl  b.    V  V  C  1  cot;!  Vt;  Ult;  liyiU  lU  tJUIl  ItJilci  o 

for  clarity  and  space. 

What  do  you  bet 
they  print  it  on  a  LaserJet? 


LaserJet  means  reliability,  cus- 
tomer support,  and  technologic  al 
excellence.  Call  1-800-752-0900, 
Ext.  2157  for  your  authorized  HP 
dealer.  And  make  a  good  idea 
even  better. 


1  1991  Hewlett-Packard  Company  PE12107 

HP  Peripherals 

When  it's  important  to  you. 


^Ljm  HEWLETT 
PACKARD 
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Yikes!  What  the  heck  was  that!?! 

(Oh,  it  was  just  another  one  of  those  bri 
fleeting,  business  banking  relationship* 


In  these  unpredictable  financial  times,  business  banking  relationships  cor 
and  go  more  quickly  than  you  can  say  "interest  rate  swap." 

It's  not  unlike  the  goings-on  in  cheap  romance  novels.  One  minute  a  comn 
/'^Y^'^  ^^"^  ment  is  made  here,  the  next  it's  ma  n 

there  and  before  you  know  it,  words  a 


hearts  are  broken  and  you'i 


on  to  the  next  page  because,  h 
things  are  moving  fast  here! 
Continental  Bank  is  more  mature  tha 


that,  though.  Instead  of  trying  to  see  how  many  relationships  we  can  start  and  subi 
quently  end,  we'd  rather  see  how  many  relationships  we  can  start  that  will  never  en  e 


(CJ 19';!  CuntmcncaJ  Bank  N.A.,  231  South  LaSalle  Street,  Chitago,  IL  601 


)th 


In  a  word,  its  called  commitment.  In  a  few  more  words,  it  means  our  resources— 
sry  one  of  them— are  there  for  you  through  thick  and  thin.  Wliich  is  especially 
portant  in  todays  rather  thin  economy.  You  simply  cannot  afford  a  bank  that  lets 
loke  get  in  its  eyes  when  it  comes  to  seeing  things  in  the  long  run. 

You  need  a  bank  that  can  see  the  interrelation  of  each  transaction  by  first 
derstanding  your  industry,  your  company  and  your  needs.  You  need  a  bank  that 
1  customize  solutions  for  you,  drawing  from  its  various  areas  of  expertise  to  offer 
u  a  whole  that  is  greater  than  the  sum  of  its  parts. 

You  need  a  bank,  moreover,  that  can  move  beyond  similes,  metaphors  and 
oms  and  give  you  what  you  really  need:  a  lasting,  profitable  banking  relationship. 


t.Wjfciaiiiiw»'j»iif«uijai 


At  Continental,  the  duration  and  depth  of  our  relationships  speak  for  them- 
ives.  Many  have  lasted  upwards  of  thirty  years,  much  to  the  enduring  delight  of 
)th  parties  involved. 

So,  if  you're  just  looking  for  a  brief,  fleeting  relationship,  look  elsewhere.  But 
you're  ready  for  the  real  thing,  call  your  Continental  relationship  manager.  He  or 
e  will  be  there  when  the  dust  settles. 


Continental  Bank 

A  new  approach  to  business. 


sill  i>ljin\:  Atlanta,  Chicai^o,  Dallas,  Los  Angeles,  Miami,  New  York,  luhnutmiijl  njjm\:  Buenos  Aires,  Caracas,  Frankfurt,  London,  Mexico  City.  Milan,  Pans,  Santiago,  Sao  Pauhj,  Sini<ap<.)re,  Tokyo 
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WHATEVER  HAPPENED  TO  MADISON  AVENUE?  ADVERTISING  IN  THE  "905 

By  Martin  Moyer 

Little  Brown  •  269pp  •  S22.95 

MADISON  AVENUE'S 
WRONG  TURN 

particularly  since  the  American  Ass 
tion  of  Advertising  Agencies  con 
sioned  the  book  from  Mayer.  Wit! 
vertising's  efficacy  coming  under 
from  skeptical  clients,  the  -\aaa  c1( 
wanted  to  mount  a  defense.  Maye 
knowledges  that  he  had  ad  execs  ve 
manuscript,  but  his  editor  at  L 
BrowTi  &  Co.  says  they  had  little  i 
ence  on  his  findings.  The  industrj 
find  a  willing  advocate  in  Mayer,  a 
believer  in  advertising's  ability*  to  1 
and  nuiture  profitable  brands.  Sc 
generally  dark  conclusions  are  mad 
the  more  notewoithy  by  the  .\A-\.\  1 

The  .\.A_A_\  probably  figured  M 
would  bring  valuable  historical  pen 
tive.  But  his  use  of  higton."  is  more 
focating  than  enlightening:  There  ai 
many  references  to  the  1950s  that 
wonders  how  much  he  cribbed  fron: 
files  for  his  fii-st  book  or  his  unpubli 
biography  of  legendaiy  adman  Ro 
Reeves.  This  gives  the  book  an  ant 
feeling  at  odds  with  its  message 
advertising  must  reinvent  itself. 

It's  not  that  Mayer  ignores  new  v 
kles  in  marketing.  He  offers  all  sort 
jargony  descriptions  of  grocery-  c 
with  built-in  T\'  monitors  that  beam 
to  shoppere  and  computer  data  b. 
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^^^■adison  Avenue,   when  Martin 
Mayer  first  visited  it  in  1957. 
■  WB  rivaled  Broadway  as  America's 
street  of  di-eams. 

Adveitising  agencies  thrived  as  the 
new  power  of  television  helped  them 
make  icons  of  such  products  as  Wonder 
Bread  and  Mi.M's.  Chief  executives  treat- 
ed top  admen  as  trusted  counseloi-s.  The 
big  agencies  were  places  of  privilege:  J. 
Walter  Thompson  gave  its  senior  man- 
ager's budgets  to  decorate  their  offices 
in  styles  ranging  from  Louis  X\'  to  Mies 
van  der  Rohe.  Mayer  captured  that  ebul- 
lient era  in  his  195S  best-seller  Madison 
Avenue.  U.  S.  A. 

The  advertising  industry  has  lost 
much  of  its  magic  in  the  three  and  a 
third  decades  since.  Nowadays,  ad  execs 
are  more  likely  to  worn"  about  layoffs 
than  interior  decoration.  A  loyal  client  is 

one  who  doesn't  dump  you  when  sales 
drop  a  tick.  And  even  agency  bosses 
have  trouble  getting  the  heads  of  client 
companies  on  the  phone.  ]\Iayer  de- 
scribes  this  sea  change  in  Whatever 
Happened  to  Madison  Avenue.^  It's  an 
apt  title  for  a  book  that  is  in  large  part  a 
wistful  paean  to  days  gone  by. 

Mayer,  a  prolific  popularizer  of  busi- 
ness subjects,  offers  a  bleak  assessment 
of  the  present,  skipping  even  bright 
spots  such  as  Nike's  wildly  popular 
"Just  Do  It "  campaign.  Agencies,  he 
wTites.  have  lost  their  cenn-al  role  in 
fashioning  marketing  strategies.  Clients 
ai'e  shifting  ad  dollai-s  into  coupons  and 
other  promotions.  And  ad  executives 
have  squandered  their  energ>'  on  merg- 
ers and  takeovers  when  they  should 
have  been  revamping  theii-  agencies. 

All  this  is  bound  to  rankle  ad  people. 

.-\s  you  aim  the  wheel  of  a  Prelude  Si  with  4\\'S,  all  four  wheels  responci.  \\^ithout  hesi 


ht'l])  cdiiipaiiifs  aim 
iges  ;U  ihin  slices  of 
Tiarketplace.  Mayer 
y  thinks  the  future 
to  such  high-tech 
ations — not  to  the 
I  campaigns  that 
generated  much  of 
]  industry's  profits, 
jncies  have  failed  to 

to  new  forms  of 
;ting  born  of  this 
onic  revolution,  ac- 
ig  to  Mayer.  But  he 
3  few  insights  on 
they  can  catch  up. 

warning  that  "the 

is  passing  by  the 
tising  agencies,"  he 
.  into  reminiscences 
admen  such  as  Reeves  who  solved 
problems  while  schmoozing  with 
over  lunch. 

ong  Mayer's  few  proposals  is  that 
ies  invest  heavily  in  consumer  re- 
1.  Lack  of  good  research,  he  ar- 
has  robbed  them  of  their  role  as 
nk  between  advertisers  and  con- 
's. New  supermarket  scanning  de- 
that  record  purchases  let  clients 
IS  agencies  to  get  information 
customers.  As  a  result,  says 
ad  executives  who  once  helped 


ayer  clearly 
thinks  the  future 
belongs  to  high-tech 
innovations — not  to 
media  campaigns 


Whatever 


TO  MADISON 


mil 


ADVERTISING  IN  THE '90s 


ii 


MAYER 

AulhorotMcxiscn  Aentf  USA 


create  brands  are  stuck  churning  out 
pitches  to  already  receptive  customers. 

That's  true.  But  Mayer  never  says 
what  sort  of  research  can  improve  on 
the  information  gleaned  from  scanners, 
nor  does  he  offer  any  evidence  that  cli- 
ents want  it.  His  proposal  seems  more  of 
a  rear-guard  action:  If  agencies  roll  out 
enough  whiz-bang  research,  maybe  they 
can  persuade  clients  that  advertising 
works  better  than  two-for-one  coupons. 

Mayer's  other  major  contention  makes 
more  sense.  Agencies,  he  says,  have 


been  too  distracted  by 
dealmaking  to  tend  to 
business.  Executives  are 
busy  appeasing  share- 
holders instead  of  serving 
clients.  Indeed,  many 
shops  did  become  units  of 
shaky  conglomerates  in 
the  1980s.  But  Mayer  fails 
to  distinguish  between 
strategic  mergers  and 
hostile  takeovers.  Saatchi 
&  Saatchi  and  WPP  Group, 
which  gobbled  agencies  in 
a  race  to  be  No.  1,  are 
suffering.  But  Omnicom 
Group,  whose  strategy 
was  to  fuse  three  of  the 
best  big  agencies,  is  doing 
nicely,  thank  you. 
A  more  serious  flaw  is  Mayer's  stub- 
born focus  on  the  big,  established  agen- 
cies. Yes,  it's  important  to  know  the 
opinion  of  industry  leaders  such  as 
Young  &  Rubicam  CEO  Alexander  Kroll. 
But  where  are  the  young  hotshots,  such 
as  copywriter  Jim  Riswold  of  Wieden  & 
Kennedy?  His  ads  for  Nike  come  out  of 
a  shop  in  Portland,  Ore.,  far  from  Madi- 
son Avenue.  Wieden  is  just  one  of  many 
small  agencies  that  are  challenging  the 
rules  of  the  trade. 
It's  here  that  Mayer's  backward-look- 


tched  j 
les.  \ 


And  driving  has  suddenly  changed.  EIBEIIDB 


We're  counting  on 
Manuel  to  revolutionize 
air  travel. 


While  still  in  high  school,  Manuel  Gonzales 
got  a  glimpse  of  his  future.  It  was  filled  with 
the  challenge  of  high  technology  and  the 
satisfaction  of  personal  achievement. 

Manuel  was  lucky. 

Too  many  kids  his  age  had  already  dropped 
out,  taking  menial  jobs  or  turning  to  drugs 
and  crime.  Many  others  showed  up  for  class 
with  little  ambition  to  listen  or  learn. 

The  problem  isn't  necessarily  the  kids  or 
the  schools.  It's  a  lack  of  hope. 

If  they  can  be  convinced  that  opportunities 
are  available  to  them,  perhaps  more  will 
be  motivated  to  graduate  from  high  school, 
to  pursue  higher  education  and  ultimately 
meaningful  careers. 

What  Rockwell  is  doing. 

Rockwell  depends  on  innovative,  well- 
educated  employees.  We  are  ensuring  our 
future  by  helping  students  like  Manuel  with 
his.  He  participated  in  Rockwell's  Advanced 
Career  Training  Program  (ACT)  at  one  of  our 


Aerospace  facilities.  Manuel  not  only  learned 
about  challenging  careers  but  also  earned  a 
college  scholarship.  For  twenty  years,  ACT 
has  given  thousands  of  students  hands-on 
experience  in  industry  and  inspiration  to  go 
on  to  vocational  training  or  college. 

We're  counting  on  thousands  like  Manuel  to 
graduate  determined  to  revolutionize  aircraft 
design.  Or  rocket  propulsion  systems.  Or 
satellite  technology. 

What  you  can  do. 

Career  training  in  your  business  is  one 
of  hundreds  of  ways  you  can  encourage 
American  innovation  and  leadership  through 
quality  education.  For  more  information, 
simply  write  Rockwell,  P.O.  Box  905, 
Dept.  FEZ,  El  Segundo,  CA  90245-0905 
for  printed  information  created  in 
cooperation  with  the  National  Association 
of  Partners  in  Education  (NAPE). 

Emphasize  Education.  It's  our  future. 


^1^ 

Rockwell  International 


Rockwell  is  a  $12  billion  company  with  more  than  100,000  employees  worldwide.  Our 
people  have  a  common  goal:  Understanding  our  customers  and  satisfying  them  with 
the  innovative  application  of  science  and  technology.  We  never  stop  reaching  higher. 


ELECTRONICS    AEROSPACE     AUTOMOTIVE  GRAPHICS 


ONE  OF  THE  BIGGEST  THINGS  WE  EVER  ACCOMPLISHED 
WAS  BECOMING  THIS  SMALL. 


man-made  islands,  less  than  60  acres  in  all.  Small,  yet 
so  efficient,  it  produces  over  100,000  barrels  of  oil  every 
day.  In  fact,  what  we've  learned  at  Endicott  will  help  ms 
make  every  field  of  the  future  smaller,  more  efficient. 
Which  may  just  make  Endicott  our  biggest  success  story 
yet-  For  more  information,  write:  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


The  new  Rolodex®  Electronic  Organizer 
holds  1,000  matchbooks. 

A  matchbook  is  no  match  for  the  new  Rolodex  Electronic 
Organizer.  It  holds  1,000  names,  phone  numbers  and 
tons  of  information.  So  don't  play  with  fire. 


Available 
wherever 
office  products 
are  sold. 


ROLODEX 

Our  organization  is  dedicated  to  yours. 


ft 


Since  its  birth, 
Dreyfus  Strategic  World 
has  been  the  brightest  star 
in  the  galaxy  of  global  funds! 

—  Cfc|^^  The  Fund  is  unique.  It  can  nimbly 

^A^^  move,  here  and  abroad,  into  stocks,  bonds, 

^^^^        money  instruments,  24  hours,  day  and  night, 
using  trading  techniques  and  flexibility  beyond 
the  scope  of  conventional  funds. 

For  only  $2,500,  you  can  roam  the  world  with  Dreyfus. 
Risks  are  higher;  so,  too,  have  been  the  rewards.  Past 
performance,  of  course,  is  no  guarantee  of  future  performance. 

For  more  complete  information,  including  sales  charge,  management  fee  and 
expenses,  obtain  a  Prospectus  by  calling  toll  free.  Please  read  the  Prospectus 

carefully  before  you  invest  or  send  money. 

1-800-782-6620 

^C^^fVlS  Extension  4243 

Strategic  World  Investing,  L.E 

P.O.  Box  3498,  Camden,  NJ  08101  sw,  »7 


'Source:  l.ipper  Analytical  Services,  Inc.,  4/16/87-3/31/91;  Dreyfus  Strategic  World  Investing  is 
number  1  out  of  24  Global  F-unds  and  also  ranks  I  out  of  6  funds  in  us  Global  1-lexible  l^ortfolio 
Fund  category  Share  price  and  investment  return  tluciuaie  so  an  investor  may  receive  more  or  less 
than  original  cost  upon  redemption.  Dreyfus  Service  Corporation,  Distributor 
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Do  more. 


System? 


Syslcw  7  makes 
Macintosh  computers 
ci  vil  easier  to  use 


If  it  weren't  for  all  the  work,  we'd  all 
get  a  lot  more  accomplished. 

It  isn't  a  shortage  of 
thinking,  inspiration  or 
motivation  that  prevents 
people  from  achieving 
their  goals. 
It's  the  abundiuice  of 
organizing  and  coordinating;  processing 
and  procedure;  training,  retraining, 
searching  and  shuffling  tliat  they  have 
to  do  along  die  way. 

Personal  computers  were  supposed 
to  streamline  the  mundane  chores  and 
monotonous  routines  so  that  we  could 
concentrate  on  solving  problems  and 
moving  aliead.  What  happened? 

The  April  29th  Business  Week  cover 
story  about  product  design  put  it 
quite  blundy:  "Every  day,  across 
America  millions  of . . .  higlily 
competent  men  and  women      m  system . 
are  driven  to  helpless  fmstration  by  tlie 
products  aimind  tliem. . . .  New  systems 
that  were  supposed  to  make  work  more 
efficient . . .  often  do  just  the  reverse." 

At  Apple,  we  couldn't  agree  more.  We 
believe  most  PCs  are  too 
hard  to  set  up.  Tbo  diffi- 
cult  to  use.  And  too 
expensive  to  support. 

That's  why  we 
make  tlie  Apple 
Macintosh  person 
<d  computer 

It's  the  one  per 
:-onal  computer  that 
was  designed  from  the 
•.    first  chip  to  work  the  way 
^^^•i  (seoplework. 


A  computer  tliat  has  been  consis- 
tently rated  significantly  higlier  for  user 
productivity  than  other  PCs,  including 
computers  mnning  Windows  3.O.* 

The  only  computer  to  be  named 
one  of  the  best  designed  products  of 
the  last  decade  by  Time  magazine. 


Virtual  memc<ry  is  a  System  7  feature  thai  gives  our  > 
powerful  Macintosh  computers  the  power  to  ck  mor\ 

Every  Macintosh  has  powerful  bu  j 
networking  ca|3abilities.  (The  only  fa| 
of  computers  to  do  so.)  Because  pect 
get  more  accomplished  when  they  \j 
together  than  when  they  work  alonf  i 
And  now,  with  the  introduction  ail 
latest  Macintosh  system  software-  i 
breaktlirougli  known  simply  as  Systei 
-  a  Macintosh  will  do  even  more  for  * 
\  ou.  Witli  new  powers  designed  to  tui 


network  into  less  work  anc; 
company  into  more  of  a  t()ij^ 

Macmliish  can  hare  jde  shan/iii.  midlilad'imi  mul  u/h-r  u  ,,ri'-suivi-  puian  SyStCUl  7  alSO  SimplifiCS^ 

So  what  makes  Macintosh  different?   refines  tlie  way  that  a  Macintosh  wo  s 
Every  Macintosh  lets  you  mn  more    To  make  the  computer  that's  famouj 
tlian  4,000  programs  diat  all  work  in  tlie   being  easy  to  use  even  easier 


same  consistent,  uituitive  way 
You  learn  one,  you've  learned  the 
basics  of  all  of  them.  And  since 
learning  new  programs 
is  a  lot  less  work,  you'll 
tend  to  use  your 
computer  to  do 
many  more  things. 

Every  Macintosh 
will  let  you  copy  work 
you've  done  in  one 
program  and  paste  it 
into  thousands  of  other 
Macintosh  programs.  So  you  can 


If  you  would  likii 
see  just  how  hard  c 
personal  computer  11 
work,  seethefamifi! 
of  affordable  Macins 
computers  today  ai^- 

yoLirautliorizedAppkp 
seOer  (call  800-538-9696,  ext.  7/1 
for  die  location  of  tlie  one  near  ^li 


Balloon  Help  " 
New  with  System  7 
Now  If  you  have  a 
question  about  anything 
on  a  Maantosh  saeen, 
you  can  just  point  at  it.  A 
balloon  like  this  appears 
to  tell  you  what  It  Is.  And 
how  to  use  It 


And  get  your  hands  on  die  powe 
you  buy  a  personal  com- 
puter for  in  the  first  place, 
get  more  work  out  of  the  work  you  do.  The  power  to  be  your  best! 


'ih.  .  ':\r.s  (hn'I  come fnm  us  Tbeirejrom  The  Ihvit  MamKk  hUionUk^h  EffeUwnwsi  Stiuly.  "April  19H^.  Maanta-ihor  MS-IHIS'-' '  Ihagnrntu.  Research.  Inc .  Manh  1990  Ufui  Maantosh  or  Wmii)m  50^  OvignostK  ReseuKh.  !nc  ,  February  1991 
■/W  v -■  .■■■...■"'.'/>wfrT  hi(  Apfjie.  (he  .^ppk  logo.  Maatilosh  anj  Ih'  poutr  lo  be  your  ht'sl  are  regi^lereti  Irotkmarks  anj  Salhoti  Help  i\  a  trademark  oj  Apple  Computer.  Inc  Windou-s  is  a  trademark  of  Micnxwfl  Corp  This  ad  u-as  unltt^i.  (ksigned.  presen  ^ 

approved,  prodmed  and  lype.'^et  tisvig  Maantosh  peryarud  computers  We  practice  what  uv  preach 

f. 


Economic  Viewpoint 


WHAT'S  SO  BAD  ABOUT 
A  NICE  LITTLE  RECOVERY? 


BY  ALAN  S.  BLINDER 


Given  the 
economy's  low 
underlying  growth 
rate,  an  upturn 
that  is  puny  by 
historical  standards 
may  be  quite 
solid  today 


-J  Z  BUNDER  IS  THE  GORDON  S 

.«;.:r  !'iC:;^ER  memorial  professor 

OF  CCON'OMICS  AT  PRINCETON 
^N0  THE  AUTHOR  OF  HARD  HEADS, 
>OFJ  HEAPIS 


AS  Americans  start  looking  beyond  the 
recession  toward  the  emergent  recov- 
ery, a  new  national  concern  has  sur- 
faced: the  fear  that  the  coming  recovery  will 
be  one  of  the  weakest  ever.  The  history  of 
postwar  recessions  shows  that  our  economy 
has  typically  grown  4%  to  6%  per  year  in  the 
first  year  or  two  following  a  recession  trough. 
This  time  around,  however,  virtually  no  one 
expects  such  stellar  performance.  Most  fore- 
casters look  for  annual  growth  rates  in  the 
2.5%-to-3%  range  once  we  bottom  out  and 
start  to  ascend. 

On  the  surface,  that  seems  a  doleful  prog- 
nosis. But  is  it?  To  put  the  popular  forecast  of 
a  weak  recovery  into  proper  historical  per- 
spective, we  should  remember  three  things. 

First,  it  now  seems  likely  that  the  1990-91 
recession  will  be  one  of  the  shallowest  on  rec- 
ord—just as  last  year's  optimists  predicted. 
Real  gross  national  product  has  declined  only 
1%  so  far,  and,  with  a  little  bit  of  luck,  that  is 
as  far  down  as  it  will  go.  By  comparison,  real 
GNP  declined  by  an  average  of  2.3%  in  the 
eight  previous  postwar  recessions.  Shallow  re- 
cessions are  followed  by  weak  recoveries  for  a 
simple  reason:  An  economy  that  has  not  fallen 
far  has  little  catching  up  to  do.  And  catch-up  is 
the  main  reason  economies  zoom  upward  in 
the  early  stages  of  recovery. 

The  second  thing  to  remember  is  that  the 
U.S.  economy's  underlying  growth  rate  today 
is  much  lower  than  it  was  earlier  in  the  post- 
war period.  Why?  A  growing  economy's  ca- 
pacity to  produce  goods  and  services  normally 
expands  from  one  year  to  the  next  because 
more  people  are  working  and  they  are  more 
productive.  But  productivity  growth  has 
slowed  alarmingly  in  the  past  two  decades, 
and  labor-force  growth  has  fallen  off  slightly  in 
recent  years.  With  the  labor  force  now  grow- 
ing at  just  under  1%  per  year  and  productivi- 
ty inching  up  at  a  paltry  1.3%  rate,  the  un- 
derlying growth  trend  today  is  only  about 
2.2%  per  year— a  far  cry  from  the  4%-plus 
rates  that  typified  eariier  decades. 
SHORT  CLIMB.  The  implication  is  that  a  1%  de- 
cline in  real  GNP  today  represents  less  of  a  val- 
ley than  it  once  did.  During  the  1950s  and 
1960s,  a  year  of  1%  decline  in  on?  would  have 
left  the  economy  about  5%  below  trend— the 
1%  drop  plus  the  4%  growth  that  failed  to 
materialize.  But  with  our  current  trend  growth 
rate  somewhere  between  2%  and  2.5%,  that 
same  1%  decline  today  leaves  us  only  3%  to 
3.5%  below  trend. 

Putting  these  two  points  together  leads  to  a 
rather  sanguine  conclusion.  Since  the  uphill 
climb  in  the  coming  recovery  will  be  much 
shorter  than  was  typical  in  previous  postwar 


recoveries,  we  should  be  neither  surprised 
dismayed  if  the  rate  of  ascent  is  less  steep 
short,  a  recovery  that  looks  puny  by  histoi 
standards  may  be  quite  appropriate  today 

Let  me  be  more  specific.  Specifically, 
pose  GNP  in  the  second  quarter  of  1991  is 
changed  fi'om  the  first  quarter.  Then, 
the  preceding  year,  our  economy  will 
fallen  0.8%  when  it  should  have  grown, 
2.2%— leaving  a  GNP  shortfall  of  just  3% 
we  make  all  that  up  in  two  years,  which  w{ 
be  a  fine  performance,  growth  will  aver 
3.7%  per  year  (2.2%  trend  growth  plus  1 
catch-up).  If  full  recovery  takes  three  years 
stead,  the  average  growth  rate  will  be  3: 
(2.2%  trend  plus  1%  catch-up). 
JUST  RIGHT.  This  reasoning  leads  me  to  ( 
elude  that  a  reasonable  gi'owth  target  for 
coming  recovery  would  be  in  the  neighl 
hood  of  3.5%  for  the  next  two  or  three  ye; 
That's  a  much  slower  pace  than  most  rec 
eries,  and  it's  only  slightly  better  than 
currently  popular  forecasts.  But  it  would 
just  about  right  for  1991-93. 

At  this  point,  naysayers  will  raise  a  hosi 
objections.  Sure,  a  growth  rate  of  3.5%  mi] 
be  enough  to  get  us  back  to  full  employm 
But  how  will  we  get  even  that  much  a 
time  when  state  and  local  governments 
cutting  back,  commercial  construction  is  d 
in  the  water,  the  consumer  may  be  tap; 
out,  and  the  export  boom  is  running  outl 
steam?  Won't  these  impediments  block  evei 
modest  recovery? 

My  answer  is:  Maybe,  but  probably 
And  that  brings  me  to  the  third  and  final 
son  of  history,  which  is  that  optimism  i^: 
scarce  commodity  at  the  bottom  of  a  recessi 
At  such  times,  contemporary  observers  hs 
often  wondered  what  would  pull  the  ecoji 
my  out  of  the  muck  and  underestimated  1 
strength  of  the  ensuing  recovery.  The  per 
sive  pessimism  at  the  trough  of  the  1981-82 
cession  was  a  particularly  clear  example. 

What  sector  or  sectors  will  lead  the  ecoi 
my  out  of  recession  this  time?  No  one  rea 
knows.  But  if  history  is  any  guide,  some  sec 
will  rise  to  the  occasion.  The  hero  is  unliW 
to  be  government  spending:  Federal  fiscal  p| 
icy  is  paralyzed,  and  state  budgets  are  in  dp 
array.  That  leaves  the  good  old  private 
tor— assisted  by  its  trusty  sidekick,  the  Fede;l: 
Reserve.  For  this  reason,  one  more  ratchetit 
down  of  short-term  interest  rates  would  [ 
most  welcome. 

Furthermore,  the  prospects  of  an  econorj 
propelled  forward  by  monetary  rather  thl 
fiscal  stimulus— and  thus  by  investment  rathj' 
than  government  spending— is  quite  appe* 
ing.  Mr.  Greenspan,  are  you  listening?  I' 
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AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leader- 
ship? Since  founding  the  industry  in  1971,  AMBAC  has  insured  over  $5.3  billion  (par 
amount)  in  education-related  issues.  That  translates  directly  into  new  and  better 
^^^1    I  O  ^^^^k.  A  k.  A  l"T"k  A  ^  Iv  I T"  classrooms,  dormitories  and  athletic 
y_y       |\  ^^vJ/VuVll  I  /  yitl^  I    facilities  all  across  America,  meeting 

TOA    k    ir"r^|^^  A     the  growing  needs  ofliterally  millions  of  students. 
/^Iy\  L  IX I  Xi^AX  O'J''  work  in  education  is  further  evidence  of 
1 1    I IX  C!  C  DO  D^^\  A  /  I  K.  I  AMBACs  commitment  to 

J  kJk)  I     Ivt  t  lO  wKv-y  W  I  iN  V-7«  strengthen  America  and  help 
secure  its  future  by  rebuilding  its  aging  infrastructure. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our 
recognized  analysis  and  research  capabilities,  which  means  fast  turnaround  as  well 
as  compjetitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest 
in  it.  That's  a  philosophy  that  can  keep  the  whole  country  growing. 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 
One  State  Street  Plaza,  New  York,  NY  10004 
(212)668-0340 


If  You  Call  Our  Competition  With  A  Fleet  Problem, 
This  Is  The  Help  You're  Likely  To  See  Walk  Through  Your  Doc 
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Even  in  this  age  of  1-800  numbers, 
computers  and  fax  machines,  we 
still  believe  there's  no  substitute  for 
the  helping  hand  of  a  human  being. 

If  you  agree,  call  Chevrolet  Fleet 
Sales.  We  can  put  more  trained  field 
people  across  the  desk  from  you  than 
anybody  else  in  the  fleet  business.  To 
discuss  with  you  more  different  kinds 
of  cars,  light-duty  trucks  and  vans  than 
anybody  else  in  the  business. 

We  also  have  an  impressive  800- 
number  network  with  an  extensive 
support  staff,  for  help  of  any  kind.  And 
to  keep  your  phone  from  constantly 
ringing,  we  have  a  service  organization 
devoted  exclusively  to  fleets.  Complete 
with  toll-free  1-800  numbers  your 
people  can  call  for  assistance. 

Call  1-800-248-2897.  You'll  not 
only  like  what  you  hear,  you'll  like 
who  you'll  see  as  well. 

Our  APV  cargo  van:  one  of  several  exclusive  neet  advantages 
available  by  calling  1-800-248-28O7. 
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conomic  Trends 


BY  GENE  KORETZ 


THE  SPENDING  UPTICK 
WON'T  TURN 
INTO  A  SPREE  . . . 


There  are  hopeful  signs  that  the  cau- 
tionary mood  afflicting  American 
consumers  is  starting  to  lift.  Domestic 
car  sales  in  late  May  accelerated  to  their 
fastest  pace  this  year.  Housing  contin- 
ues to  pick  up  steam.  And  sales  at  major 
retailing  chains  last  month  seem  to  have 
posted  their  biggest  year-to-year  in- 
crease in  six  months. 

Whether  spending  can  really  take  off 
in  the  months  ahead  as  it  has  in  earlier 
upturns  is  another  question,  however. 
Economic  consultants  r»Rl/McGra\v-Hill, 


CONSUMER  SPENDING:  HOW 
THE  REBOUND  WILL  LOOK 
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□  FIRST  QUARTER,  1991 

□  FIRST  QUARTER,  1992 
0  FIRST  QUARTER,  1993 
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FIRST  QUARTER 


1990 


REAL  EXPENDITURES 


AUTOS-      ClOTHING    FURNITURE"  MEDICAL 

▲  ma.  FIRST  QUARTER,  1990=100  SERVICES 
■INCLUOfS  NEW  AND  USED  CARS 

■•  INCLUDES  CARPETS,  APPLIANCES,  AND  CONSUMER  ELEORONICS 
DAK:  ORI/McGRAW-HILL  PROJECTIONS 


for  one,  think  the  coming  pickup  will  be 
decidedly  weak,  with  real  consumer  out- 
lays adding  just  1.3?'  to  real  gross  na- 
tional product  in  the  first  year  of  recov- 
ery, compared  with  an  average  postwar 
contribution  of  3.1"'. 

For  one  thing,  debt-buj'dened  consum- 
ers still  are  reeling  from  last  year's  5.1/f 
plunge  in  real  household  net  worth.  For 
another,  the  decline  in  tax  rates  in  the 
1980s,  which  allowed  real  disposable  in- 
come to  rise  despite  stagnant  real 
wages,  is  now  being  reversed  as  budget- 
ary pressures  force  federal  and  state 
governments  to  seek  more  tax  revenues. 
And  income  growth  will  be  further  held 
back  by  sluggish  employment  gains,  as 

utbacks  in  defense  spending  and  in  gov- 
■■niment  hiring  reinforce  the  determina- 

(in  of  managers  to  keep  labor  costs 
der  tight  control. 

oking  at  various  spending  catego- 
-  i;-.  1'F;1  economist  David  Kelly  expects 
n.'-.'W-car  sales  to  post  the  fastest  growth 
in  the  l:rst  vear  of  recoverv.  But  that  is 


only  because  they  have  been  so  de- 
pressed. He  expects  car  sales,  after  an 
initial  rebound,  to  level  off  at  a  pace 
below  that  of  the  mid-1980s  and  to  stay 
there  for  several  years  until  household 
income  and  wealth  make  up  for  lost 
ground  and  are  growing  steadily  again. 

DRi/McGraw-Hill  sees  only  a  modest 
housing  recovery  ahead,  but  it  notes 
that  demand  for  home  furnishings  and 
appliances  is  already  strengthening  in 
response  to  the  pickup  in  sales  of  exist- 
ing homes.  Furnishings  should  do  even 
better  in  six  to  nine  months  when  cur- 
rent housing  starts  are  completed,  but 
Kelly  warns  that  "the  kind  of  growth 
associated  with  a  real  housing  boom 
isn't  on  the  horizon." 

Clothing  expenditures,  which  were  de- 
clining even  before  the  recession,  are  on 
the  upswing  and  should  exceed  pre-re- 
cession  levels  within  a  year.  Similarly, 
small-ticket  items — such  as  books,  maga- 
zines, and  toiletries — which  registered 
declines  as  the  recession  deepened,  ai'e 
expected  to  pick  up  relatively  fast. 

But  Kelly  cautions  that  the  shape  of 
consumer  spending  is  changing.  Rising 
outlays  on  such  recession-proof  items  as 
medical  care  and  household  operations 
are  eating  into  budgets.  Marketei-s  who 
prosper  in  the  months  and  years  ahead, 
he  says,  "will  be  those  who  cater  to  con- 
sumers' needs  rather  than  desires  and 
who  recognize  that  growth  in  discretion- 
ary and  luxury  goods  will  come  from 
market  share  and  not  market  size." 


...  AS  LONG  AS 
LOAN  RATES 
REPEL  CONSUMERS 


Another  damper  on  consumer  spend- 
ing is  a  markedly  unfavorable  bor- 
rowing environment.  Interest  payments 
on  consumer  loans  are  no  longer  tax- 
deductible,  lenders  have  become  increas- 
ingly wary  of  the  creditworthiness  of 
borrowers,  and  consumer  loan  L"ates  are 
still  in  the  stratosphere. 

Economists  Edwai'd  S.  Hyman  Jr.  and 
Nancy  Lazar  at  International  Strategy 
&  Investment  Group  Inc.  note  that  both 
personal-loan  and  auto-loan  rates  fell 
about  17%  during  the  1981-82  recession. 
But  thus  far  during  the  1990-91  reces- 
sion, they  have  remained  at  the  high 
double-digit  levels  they  reached  in  1989. 
Indeed,  auto-loan  interest  rates  have 
been  edging  up  recently  and  are  actually 
higher  today  than  they  were  in  late  1982, 
when  the  last  recovery  began. 

Meanwhile,  the  spi'ead  between  the  in- 
terest rate  consumers  pay  to  borrow 
money  and  the  rate  they  receive  on  their 
savings  is  at  a  record  high.  While  rates 


on  personal  loans  posted  by  comme 
banks  in  the  second  quarter  aver; 
15.15%,  for  example,  money-ma 
funds  were  paying  consumers 
about  5.59%.  "Households  whipsawe 
meager  earnings  on  their  savings 
high  borrowing  costs  aren't  likely  tc 
pand  their  use  of  credit,"  says  Lazf 


HALVING  THE  DIFFEREN 
BETWEEN  THE  HAVES 
AND  THE  HAVE-NOTS 


low  can  the  widening  gap  betv 
I  the  living  standards  in  rich 
poor  countries  be  narrowed?  Accor( 
to  a  recent  National  Bureau  of  Econc 
Research  study  by  economists  Grej 
Mankiw,  David  H.  Romer,  and  D 
Weil,  the  answer  is  to  raise  educa 
expenditui'es  and  saving  in  poorer  c 
tries  and  to  lower  population  growtl 
In  a  survey  of  some  98  countries, 
researchers  found  that  difference: 
those  three  variables  accounted  for 
of  the  variations  in  national  per  ca 
income.  Their  analysis  also  indie; 
that  the  beneficial  impacts  of  saving 
schooling  are  roughly  equivalent,  wii 
1"  increase  in  the  fraction  of  natic 
output  devoted  to  either  category  res 
ing  in  about  a  1%  rise  in  the  leve 
gross  domestic  product  per  worker. 

The  results  of  the  study  also  sugf 
that  Third  World  countries  would  t 
to  catch  up  with  their  richer  trac 
partners  if  they  emulated  their  patte 
of  population  growth  and  investmen 
physical  and  human  capital.  The  ecc 
mists  estimate  that  such  a  converge 
in  population  trends,  education  out! 
and  savings  behavior  could  elimir 
about  half  the  difference  in  per  ca] 
incomes  over  a  35-year  period. 


CEO  PAY  ENVELOPES 

ARE  LIGHTER 

NORTH  OF  THE  BORDER 


It's  a  lot  cushier  at  the  top  of  the  (|i 
porate  ladder  in  the  U.  S.  than  in  Cjj 
ada.  According  to  consultants  Towl 
Perrin,  a  Canadian  junior  clerk  in  a  tjl 
cal  midsize  company  ($250  million  | 
sales)  earned  $16,000"in  U.  S.  dollars 
year,  only  $1,000  less  than  in  the  U5i 
But  a  U.  S.  chief  executive  in  the  sa^ 
size  company  averaged  $400,000  in  tcj 
compensation,  54%  more  than  a  simijB 
Canadian  CEO.  And  while  on  an  afterf 
basis,  entry-level  clerks  earned  only  $'0 
more  in  the  U.  S.  than  in  Canada,  Am<H 
can  CEOs  came  out  ahead  of  their  Call 
dian  counterparts  by  a  cool  $123,000.1 
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Now  that  youVe  purchased  a 
state-of-the-art  UNIX®  workstation,  it's  time 
to  buy  the  state-of-the-art  spreadsheet. 

Wingz  by  Informix. 


First,  it  took  the  Macintosh®  world  by  storm. 
Then  it  moved  to  Windows"'.  Now  Wingz,  the 
award' winning  spreadsheet,  is  ready  to  set  the 
standard  for  UNIX  workstation  computing. 

^  Save  50% 

For  a  Umited  time,  you  can  purchase  any 
UNIX  version  of  Wingz  for  $349.  That's  a 
savings  of  50%  off  the  $699  suggested  retail  price 
for  a  spreadsheet,  a  presentation  graphics  tool, 
an  SQL  access  link,  and  a  graphical 
programming  language — all  in  one  package. 


Matket  PerlormaiK:e 


<mieoiK»w.  T-Boii<i  Into 


Wingz  is  the  easy-to-use,  high-performance  spreadsheet  tor 
husiness  and  technical  professionals.  With  Wing:  you  can 
combine  text,  graphs  and  charts,  scanned  images,  and 
worksheet  data  on  one  sheet,  and  print  to  one  page. 


Access  data  stored  in  hiformix  SQL  databases — without 
knowing  SQL,  without  leaving  the  desktop.  Wing:- 
DataLink,  built  right  in  to  Wingz,  has  powerful  new 

HyperScript  functions  for  creating  graphical  applications 
that  act  as  front  ends  to  SQL  databases. 

y  Take  a  Test  Flight 

If  you're  the  sort  of  person  who  likes  to  "try 
before  you  buy,"  we've  created  Test  Flight — a 
save-disabled  version  of  Wingz.  Order  Test 
Flight  today  for  only  $29.99 — and  if  you 
purchase  Wingz  within  60  days,  you  can  still  save 
half  off  the  $699  list  price. 

Call  and  order  your  copy  of  Wingz  or  Test  Flight 

today  1-800-274-9464,  ext.  7. 

This  offer  is  available  from  Informix  or  participating  Informix  partners 
through  September  30,  1991.  The  offer  is  for  U.S.  English,  single-user 
versions  only,  and  cannot  be  combined  with  any  other  discount.  Full 
product  available  immediately.  Please  allow  4-6  weeks  for  Test  Flight 
delivery.  Offer  good  only  in  the  U.S.A. 


f  J  INFORMIX* 


Data  management  for 
open  systems. 


©1991  Intormix  Software,  Inc.  Informix  and  HyperScript  are  registered  trademarks  and  Wingz  is  a  trademark  of  Informix  Software,  Inc. 
All  other  names  indicated  by  ®  or     are  registered  trademarks  or  trademarks  of  their  respective  manufacturers. 


OPEN  IN  CASE  YOU  WANT 
THE  KIND  OF  SERVICE  THAT  MAKES 

50%  OF  THE  FORTUNE  500  OUR  CUSTOMERS 
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At  the  Travelers,  service 
has  35,000  names. 

That's  the  number  of 
Travelers  employees  dedicated  to 
customer  satisfaction. 

And  that's  the  real  Travelers 
difference. 

One  that  can  be  measured  in 
everything  we  do  for  you. . .  from  24-hour 
toll-  free  hot-lines  to  an  investment  of  $200 
million  dollars  —  last  year  alone  —  to  provide 
even  better  underwriting  skills  and  manage- 
ment of  your  claims. 

It's  a  difference  you  will  experience  through 
a  network  of  local  offices  and  a  team  of  experts 
assigned  to  your  account  —  people  whose 
intimate  knowledge  of  your  business  enables 
a  quicker,  smarter  response. 
;  It's  a  difference  backed  by  $55  billion  in 

;sets  and  a  127  year  tradition  of  service, 
service  The  Travelers  Way. 

-  -  travelers  Companies,  Hartford,  Connecticut  06183 

Tielravelersj 

^  ter  off  under  the  Umbrella? 
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Special   Advertising  section 


INSURANCE  IS  THE  ARMOR  INDIVIDUALS  AND  BUSI- 
NESES  UTILIZE  TO  PROTECT  THEMSELVES  FROM  AN 
ASSORTMENT  OF  FINANCIAL  RISKS.  NO  MATTER  HOW 
CAREFUL  WE  ARE.  WE  CAN'T  PREVENT  ALL  OF  THE 
ENDLESS  LIST  OF  CALAMITIES  THAT  MIGHT  BEFALL  US, 
BUTTHROUGH  INSURANCE.  WECAN  SHIELDOUR  POCK- 
ETBOOKS  AND  OUR  BANK  ACCOUNTS  FROM  THE  FINAN- 


CIAL EFFECTS  OF  THESE  CALAMITIES.  THAT'S  WHY  A 
SUM  EQUALTO  NEARLY  1  O  %  OF  U.S.  GNP  IS  SPENT  ON 
INSURANCE  PREMIUMS.  THE  CRITICAL-  ROLE  PLAYED 
BY  INSURANCE  HAS  ENABLED  IT  TO  GROW  INTO  A  TWO 
TRILLION  DOLLAR  INDUSTRY,  POPULATED  BY  AN  ESTI- 
MATED 2,600  LIFE  AND  HEALTH  INSURANCE  COMPA- 
NIES AND  3,800  PROPERTY  INSURANCE  COMPANIES. 
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"The  pace  of 
sange  in  the  insurance 
huiustry  has  been 
ire ;nely  rapid." 

IV.l  ITLK  SilUR, 

'  i'DRK  L.jiT  Insurance  Co. 


t's  a  jungle  out  there,  and 
no  one  should  face  it 
Hi  without  the  shields  and 
breastplates  provided  by 
various  forms  of  insurance. 
As  the  array  of  risks  we  face 
grows  longer,  in  fact,  the  list 
of  insurance  coverages  and 
policies  continues  to  expand. 
"The  pace  of  change  in  the 
insurance  industry  has  been 
extremely  rapid,"  says  Walter 
Shur,  executive  vice-presi- 
dent of  the  New  York  Life 
Insurance  Co. 

These  days,  however, 
customer  concern  about  the 
scope  of  coverage  has  some- 
hmes  been  joined  by  new  con- 
cerns about  the  health  of  the 
insurance  companies  them- 
selves. Some  fear  that  insur- 
ance companies  are  following 
in  the  footsteps  of  the  nation's 
thrift  institutions,  whose 
faulty  investments  dragged 
many  into  insolvency  and  bail- 
outs. But  Bob  Ostrander,  se- 
nior vice-president  of  UNUM 
Life  Insurance  Co.  says,  "The 
insurance  industry,  in  gen- 
eral, is  in  very  sound  shape." 
While  a  few  insurance  com- 
panies have  run  into  financial 
difficulties,  most  of  the  in- 
dustry has  continued  to  ad- 
here to  its  cautious  ways. 

Reflecting  the  traditional 
caution  that  has  characterized 
the  insurance  industry,  these 
days,  a  number  of  insurance 
companies  have  been  reduc- 
ing their  range  of  activities 
to  limit  their  risks. 


Life 

Insurance 

Life  insurance  has  long  been 
one  of  the  most  basic  and  fa- 
miliar forms  of  insurance  all 
over  the  world.  Its  role  re- 
mains critical  because  life  in- 
surance enables  an  individ- 
ual to  provide  funds  for  sur- 
vivors. It  can't  ease  the  emo- 
tional strains  of  a  death  in  the 
family,  but  it  keeps  these 
strains  from  being  exacerbat- 
ed by  economic  hardships. 

Few  question  the  need  for 
life  insurance  if  they're  sup- 
porting anyone.  But  in  addi- 
tion to  the  financial  protection 
it  offers,  life  insurance  has  be- 
come recognized  as  a  highly 
attractive  way  to  save  and 
invest.  The  Tax  Reform  Act  of 
1986  ended  many  tax  shelters, 
but  it  didn't  affect  the  tax  sta- 
tus of  the  "inside  buildup"  of 
insurance  assets:  Tlie  returns 
on  funds  invested  in  qualified 
insurance  plans  are  not  taxed 
as  current  income,  nor  are  the 
returns  on  those  returns,  so 
there  is  a  powerful  com- 
pounding effect. 

The  tax  status  of  life  insur- 
ance is  one  reason  that  "many 
corporations  are  using  life  in- 
surance products  to  fund  de- 
ferred compensation  plans," 
notes  Lyle  Paul,  a  senior  vice- 
president  at  New  York  Life. 

There  has  also  been  grow- 
ing interest  in  insurance  poli- 
cies which  enable  individuals 
to  control  the  way  their  funds 
are  invested.  Variable  and 


universal  life  policies  essen- 
tially buy  as  much  life  insur- 
ance as  the  client  wants,  while 
enabling  the  client  to  invest 
the  remaining  funds  on  a  tax- 
free  basis. 

Another  growth  area  for 
life  insurance  companies  is  in 
the  field  of  retirement  income 
planning.  "The  growing  ma- 
ture market,  represented  in 
America  by  those  over  age 
50,  is  the  market  of  the  future, 
and  a  focal  point  for  Travel- 
ers' marketing  efforts,"  notes 
Georgina  Lucas,  vice-presi- 
dent for  Travelers  Mature 
Americans  Market  Division. 
Life  insurance  companies 
not  only  manage  the  invest- 
ments of  many  corporate  re- 
tirement plans,  they  also  help 
individuals  save  for  their  re- 
tirement, using  annuities  in 
which  contributions  are  in- 
vested to  generate  a  sum  that 
can  later  be  returned  as  a 
lump  sum  or  paid  out  as  a 
rehrement  income.  As  with 
other  insurance  arrange- 
ments, the  funds  accumulate 
on  a  tax-deferred  basis,  so  it 
can  be  a  highly  efficient  way 
to  save  for  retirement. 

Old  age,  it  is  said,  is  better 
than  the  alternative,  but  life 
insurance  company  products 
are  critical  in  either  case. 

Health 
Insurance 

So  are  the  health  insurance 
products  many  life  compan- 
ies typically  offer.  If  life  in- 
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surance  is  one  form  of  protec- 
tion against  human  frailty, 
health  insurance  is  another. 
Few  Americans  can  afford  to 
pay  for  major  illnesses  these 
days.  Modern  American 
medicine  can  do  wondrous 
things. ..and  it  sometimes 
charges  wondrous  prices  to 
do  them. 

Many  patients  are  all  too 
willing  to  pay,  not  orJy  be- 
cause they  regard  their  health 
and  that  of  their  family  mem- 
bers as  precious  but  also  be- 
cause the  payments  are  not 
coming  out  of  their  pockets; 
the  insurance  company  is 
paying.  Patients  have  little 
motivation  to  negotiate  with 
medical  care  providers  on 
behalf  of  the  insurance 
company. 

"Insurance  carriers  have 
attempted  to  deal  with  this 
problem  through  managed 
care  programs  that  buy  medi- 
cal services  at  a  discount  and 
control  the  excessive  utiliza- 
tion of  these  services,"  says 
Seymour  Sternberg,  execu- 
tive \ice-president  in  charge 
of  the  Group  Insurance  De- 
partment at  New  York  Life. 
As  these  approaches  have 
demonstrated  their  effective- 
ness in  controlling  the  rate 
of  increase  in  costs,  several 
large  insurers  have  develop- 
ed their  own  national  net- 
works of  Health  Mainte- 
nance Organizations. 

Insurers  have  also  been 
expanding  the  range  of  ser- 


vices covered  under  this 
approach.  "Most  major  com- 
parues  are  reporting  that  their 
psychiatric  and  substance 
abuse  claim  expenses  are  \5% 
to  207c  of  their  total  health 
care  costs,"  notes  Richard 
Kunnes,  M.D.,  chief  operat- 
ing officer  of  U.S.  Behavioral 
Health,  a  subsidiary  of  the 
Travelers  Corp.  "These  ex- 
penses can  be  effectively  met 
through  managed  care  spe- 
cialty networks." 

Although  managed  care 
has  helped  control  increases 
in  health  care  costs,  the  insur- 
ance industry  and  the  nation, 
still  await  a  solution  to  the 
problem  of  the  35  million 
Americans  who  can't  afford 
health  care  coverage.  But 
meanwhile,  structural  in- 
novations are  helping  insur- 
ance companies  afford  to  stay 
in  the  business  of  helping 
people  afford  medical  care. 

The  growing  ability  of 
medical  science  to  sustain  life 
has  clearly  increased  longev- 
ity and  spurred  interest  in  two 
areas  related  to  health  insur- 
ance: long  term  care  and  dis- 
ability insurance. 

"I'm  very  bullish  on  the 
growth  of  long  term  care 
coverage,"  says  Robin  Welch, 
senior  vice-president  at  the 
New  York  Life.  Welch  ex- 
pects rapid  growth  because 
of  the  aging  of  the  U.S.  popu- 
larton  as  well  as  the  change 
in  American  lifestyles.  "Fam- 
ilies are  spreading  all  across 


the  countr}',"  he  notes,  "leav- 
ing no  one  home  to  care  for 
aging  parents."  Thus,  long- 
term  care  is  increasingly  be- 
coming a  service  that  wiU 
have  to  be  purchased. .  .and  a 
risk  to  be  insured  against. 

Long  term  disability  in- 
surance deals  with  another 
crihcal  issue  facing  those  who 
are  sick:  While  medical  insur- 
ance pays  the  doctor  bills, 
disability  replaces  the  pay- 
checks that  are  no  longer 
coming  in.  Only  40%  of  the 
population  has  LTD  coverage, 
"so  it's  still  a  very  under-pen- 
etrated market,"  saysUNUM's 
Bob  Ostrander.  The  aging  of 
the  baby  boom  generation 
means  there  is  a  large  popula- 
tion group  now  concerned 
about  the  issues  of  disability, 
so  the  m.arket  for  individual 
disability  looks  very  strong. 

Property 
And  Casualty 
Insurance 

Insurance  not  only  shields 
people  from,  financial  risks, 
but  property  as  well.  And  in 
this  sphere,  there  are  also  im- 
portant changes  taking  place. 
One  constant  has  been  rising 
prices.  In  1989  Hurricane 
Hugo,  the  San  Francisco 
earthquake,  and  assorted 
other  natural  disasters  cost 
insurers  $7.6  billion,  marking 
the  worst  year  in  their  history. 

Insurance  for  households 
and  automobiles  has  been 
rising  sharply  in  price  be- 
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UNUM.  You're  covered  by  the  nation's 
leading  disability  insurer. 

UNUM.  You  benefit  from  unequalled  risk 
management  and  rehabilitation  capabilities. 


UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


You  can  count  on  what  we  know. 


UNUM  Lite  Insurance  Company,  Portland,  Maine  0^122  (Retirement  products  available  only  through 
this  company).  UNMM  Life  Insurance  Company  of  America,  Portland.  Maine  04122  (all  states  except 
New  York).  First  UNUM  Life  Insurance  Company  larrytown.  New  York  10591  (New  York  State  only). 
©  1991  UNUM  Life  Insurance  Company 
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cause  of  the  spiraling  costs 
faced  by  insurers.  Cars  have 
gotten  increasingly  expensive 
to  fix,  accicient-related  medi- 
cal costs  have  been  climbing, 
and  the  costs  of  litigation  has 
shot  up.  The  result  has  been 
continuous  increases  in  auto 
insurance  claims. 

As  insurers  have  boosted 
rates  to  keep  pace,  this  has 
led  to  a  strong  backlash  from 
regulators  and  consumers,  as 
well  as  legislation  attempting 
to  mandate  rate  reductions. 
Insurers  insist  they're  not 
gouging  customers;  they're 
just  trying  to  keep  up  with 
rising  costs.  They  say  critics 
are  simply  slaying  the  mes- 
sengers bringing  bad  news 
about  costs,  and  constraints 
on  rates  will  just  reduce  the 
number  of  companies  wUling 
and  able  to  offer  coverage. 
Instead  of  fighting  over  rates 
and  limits,  insurers  have  en- 
dorsed structural  reforms, 
particularly  no-fault  insur- 
ance. This  would  put  more  of 
the  claims  dollars  into  drivers 
pockets  without  being  eaten 
up  paying  for  costly  lawsuits 
to  establish  who  was  at  fault 
and  how  much  should  be  paid. 

Workers  compensation  is 
another  area  that  has  been 
bruised  by  rising  costs,  par- 
ticularly the  tendency  of 
juries  to  expand  definitions 
of  liability  and  provide  hand- 
some judgements.  Industry- 
wide claims,  which  were 
$17.8  billion  in  1984,  doubled 


in  six  years.  Employers  find 
that  paying  for  Workers 
Compensation  is  often  their 
second  largest  cost,  trailing 
only  wages  themselves.  The 
insurance  industry  reports 
that  claims  costs  and  ex- 
penses have  exceeded  premi- 
ums consistently  since  1970. 

Insuring 
Businesses 

For  businesses,  as  for  house- 
holds, there  are  changing 
insurance  patterns  as  a  result 
of  changing  costs  and  needs. 
These  days  the  growing  size 
of  many  corporate  risks  is  re- 
shaping business  coverage. 
Factories  are  getting  larger, 
and  the  value  of  their  con- 
tents is  increasing.  If  you're 
storing  computers  or  medi- 
cal equipment  in  a  ware- 
house, that  adds  up  quickly. 

Moreover,  businesses 
need  to  reshape  their  cover- 
age due  to  changing  produc- 
tion patterns.  A  part  may  be 
made  in  Taiwan  and  shipped 
to  the  U.S.  for  assembly  into  a 
product  that  is  then  sent  to 
France,  and  if  that  chain  is 
interrupted  anywhere  along 
the  line,  that  can  shut  down  a 
facility.  This  is  a  far  cry  from 
the  assembly  line  concept, 
where  everything  was  made 
and  assembled  in  one  place. 

This  change  requires  var- 
ious protections  against 
business  interuption.  As 
dispersed  industrial  sites  be- 
come more  interdependent. 


corporate  risk  managers  are 
attempting  to  look  at  the 
world  as  a  whole  and  trying 
to  measure  and  cover  the 
risks  on  that  basis.  By  some 
estimates,  80%  of  U.S.  multi- 
nationals approach  risk  man- 
agement on  a  global  basis. 

Because  the  scale  of  poten- 
tial losses  has  grown,  insur- 
ance customers,  are  paying 
more  attention  to  them.  Some 
have  been  turning  to  self- 
insurance  or  captive  insur- 
ance companies,  which  are 
wholly  owned  subsidiaries  of 
industrial  companies  whose 
sole  business  is  providing  in- 
surance for  their  parent  com- 
pany. Insurance  companies 
often  act  as  consultants  in 
managing  captives. 

The  Changing 

Insurance 

Marketplace 

As  risks  change,  insurance 
inevitably  changes  as  well. 
There  are,  of  course,  risks  for 
insurance  companies  which 
seek  to  move  in  new  direc- 
tions and  also  risks  if  they 
don't.  But  then  risk  is  what 
insurance  is  all  about...  man- 
aging it,  transferring  it,  di- 
minishing it.  U.S.  insurance 
companies  have  been  chang- 
ing rapidly,  not  only  to  meet 
the  evolving  needs  of  their 
customers  but  also  to  meet 
the  complex  demands  on 
their  own  balance  sheets. 
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i     Make  The  Right  Decision 
About  Life  Insurance. 
Choose  The  Guardian. 

Today,  with  all  that's  happening  in  the 
financial  and  insurance  industries,  it's 
more  important  than  ever  to  make  the 
right  decisions  —  especially  when  it 
comes  to  choosing  life  insurance  to 
protect  family  and  business  interests. 

An  Open  And  Shut  Case 

Here  are  the  facts:  The  131-year-old 
Guardian's  exceptional  financial 
strength  makes  us  one  of  the  strongest 
companies  in  the  industry.  In  fact, 
The  Guardian  is  now  one  of  only  a 
handful  of  insurance  companies  that 
have  earned  the  highest  ratings  from 
Standard  &  Poor's,  Moody's  and 
A.M.  Best. 

The  evidence  will  show  that  The  Guardian 
has  a  capitalization  ratio  that's  far 
higher  than  the  industry  average.*  So 
you  can  count  on  us  to  be  there  when 
you  need  us  in  the  future  -  just  as  we 
have  always  been  there  in  the  past. 

Decide  On  The  Guardian 

Purchasing  insurance  from  The  Guardian 
IS  one  of  the  best  protection  decisions 
you  can  make.  Find  out  all  the  facts 
about  the  finest  life  insurance  products 
And  discover  more  about  The  Guardian's 
Group  Insurance,  Income  Protection 
Equity  Products,  or  Asset  Management.** 

Call  1-800-662-1006. 

Then  you  be  the  judge  and  make 
The  Intelligent  Choice  now. 
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depending  on  which  economist  you  Hsten  to,  the 
■  outlook  boils  down  to  one  of  three  scenarios. 
W  One,  the  recession  is  over,  and  a  generally  sub- 
recovery  is  now  under  way.  Two,  the  downturn  is 
ng,  but  the  economy  will  flounder  a  while  before 
ling  up  decisively  by  Labor  Day.  Or  three,  the  slump 
lot  over,  and  even  if  the  second  quarter  shows 
vth,  the  recession  will  take  a  double  dip  and  resume 
le  third  quarter.  So  which  is  it?  Interest  rates,  stock 
3S,  and  policy  decisions  hang  in  the  balance. 

The  sudden  rash  of  upbeat 
data  in  recent  weeks  presents  a 
strong  argument  that  the  reces- 
sion is  over.  The  most  positive 
signal  is  the  May  increase  in 
payroll    employment,  which 
moves  concurrently  with  the 
path  of  the  economy.  The  rise  in 
the  unemployment  rate,  from 
6.6%  to  6.9%'  in  May,  holds  little 
analytical  significance.  It  tends 
to  lag  behind  the  business  cycle, 
onfarm  industries  put  on  59,000  new  workers  in 
the  first  increase  since  last  June.  The  job  gains 
e  the  broadest  in  a  year,  as  about  half  of  the  356 
istries  surveyed  by  the  Labor  Dept.  expanded  their 
rolls.  In  all  but  one  recession  since  World  War  II — 
1953-54  downturn — payroll  employment  has  turned 
n  either  the  first  or  second  month  of  recovery, 
ther  employment  indicators  bode  well  for  two  more 
;he  month's  concurrent  measures:  personal  income 
industrial  production.  Average  weekly  earnings 
ped  L3%  in  May,  the  largest  increase  since  the  sum- 
of  1987,  when  the  economy  was  charging  ahead. 
[  overall  hours  on  the  job  in  manufacturing  rose  0.4%', 
first  increase  in  a  year  (charts), 
n  balance,  the  May  employment  report  holds  hopeful 
IS  that  the  factory  sector  is  getting  back  on  its  feet 
that  income-starved  consumers  are  getting  into  bet- 
financial  shape.  These  are  two  imperatives  for  an 
lomic  recovery. 

GNSOFA  But  while  the  forces  of  recovery  are 
ISTING  clearly  gaining  ground,  the  recession  may 
iCKUP  not  be  so  quick  to  raise  the  white  flag. 
{EFEW  Although  the  May  employment  report  is 
ipelling,  it's  not  the  Holy  Grail.  First  of  all,  the  job 
1  was  small  enough  to  require  another  month's  data 
;ee  if  employment  has  really  turned  up.  Downward 
isions  in  the  three  previous  months  averaged  60,000  a 
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month.  Last  month's  gain  could  easily  be  revised  away  in 
the  June  report,  due  on  July  5. 

Also,  the  basis  for  May's  rise  was  neither  fundamental 
nor  broad,  which  argues  against  a  sustainable  uptrend  in 
employment.  The  gains  were  fueled  by  production  in- 
creases resulting  from  a  onetime  bounce  in  consumer 
buying  after  the  gulf  war.  May's  unusually  hot  weather 
also  boosted  retail  sales  of  summer  merchandise. 

And  the  May  advance  in  fac- 
tory jobs  was  fairly  narrow. 
Manufacturing  employment  in 
May  rose  by  12,000,  but  it 
would  have  fallen  without  the 
22,000  jobs  added  by  auto  mak- 
ers. Auto  output  has  picked  up 
from  dismally  low  levels  that 
had  managed  to  fall  below  the 
also  dismal  pace  of  car  sales. 

Manufacturers  certainly  don't 
see  the  signs  of  a  lasting  pick- 
up, according  to  Dun  &  Bradstreet  Corp.'s  latest  survey 
of  1,000  manufacturing  companies.  They  said  that  busi- 
ness conditions  continued  to  worsen  in  mid-May  and  that 
expectations  for  gains  in  production,  new  orders,  and 
unfilled  orders  fell  for  the  second  consecutive  month. 

Job  losses  in  the  service  sector  may  not  be  over, 
either.  Service-producing  companies  added  40,000  jobs  in 
May,  but  the  irrepressible  health  care  industry  account- 
ed for  31,000  of  the  gain.  The  Labor  Dept.'s  annual 
revisions  to  the  payroll  data,  which  go  back  to  1986, 
show  that  job  growth  in  services  is  about  400,000  lower 
than  originally  thought. 

Service  businesses  in  general  continue  to  feel  a  profit 
squeeze,  the  result  of  poor  productivity  growth  and  ris- 
ing labor  costs.  Also,  layoffs  by  state  and  local  govern- 
ments are  sure  to  intensify.  And  job  gains  in  retail  and 
wholesale  trade  will  depend  upon  a  lasting  rebound  in 
consumer  spending,  which  is  far  from  certain. 

AS  RATES  Rising  long-term  interest  rates,  so  crucial 
RISE,  to  demand  for  housing  and  other  big-tick- 

RECOVERY      Qi  consumer  goods,  threaten  to  kill  off 
the  recovery  before  it  even  gets  going. 


DIMS 


Construction  jobs  rose  by  13,000  in  May,  the  first  in- 
crease in  a  year,  but  the  bond  market's  fear  that  recov- 
ery will  lift  inflation  has  pushed  the  yield  on  30-year 
Treasury  bonds  to  8.5%,  after  slipping  below  8%  in  Feb- 
ruary. As  a  result,  fixed  mortgage  rates  have  ticked  up, 
and  surveys  show  that  buyer  interest  is  waning. 
Although  consumer  incomes  are  sure  to  get  a  lift  in 
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Business  Outloo 


May,  the  overall  loss  in  income  during  the  recession  has 
been  among  the  largest  on  record.  In  addition,  house- 
holds' first  use  of  new  earnings  will  probably  go  to 
rebuilding  their  savings,  which  have  fallen  to  historically 
low  levels,  and  to  paying  off  their  huge  load  of  debt. 

Reducing  debt  is  apparently  a  chief  priority  for  con- 
sumers. Although  installment  credit  rose  by  $1.7  billion 
in  April,  to  $734.1  billion,  debt  has  shrunk  in  five  of  the 
past  seven  months.  Installment  debt  in  April  was  barely 
above  its  year-ago  level,  the  slowest  pace  in  10  years. 
Against  that  backdrop,  consumers  don't  seem  likely  to 
go  on  a  borrow-and-spend  binge  any  time  soon. 

BUSINESS      Don't  expect  output  and  employment  to 
OUTIAYS       get  much  help  from  capital  spending,  ei- 
lOOK  QUITE    t\\er.  On  the  surface,  companies'  plans  to 
MEAGER        i^yy  j^g^  plants  and  equipment  seem  to  be 
making  it  through  war  and  recession  with  hardly  a 
scratch.  However,  those  projections  were  far  from  ebul- 
lient to  begin  with,  and  manufacturers  are  actually  cut- 
ting their  outlays.  That  means  makers  of  industrial  and 
electronic  equipment,  which  laid  off  12,000  workers  in 
May,  might  have  to  make  further  cuts  in  their  payrolls. 

According  to  the  Commerce  Dept.'s  latest  survey, 
done  in  April  and  May,  businesses  expect  to  increase 
their  purchases  of  new  plants  and  equipment  by  2.7%  for 
all  of  1991.  That's  close  to  the  2.5%  advance  projected  in 
the  first-quarter  survey,  and  it's  little  changed  from  the 
2.4%  rise  planned  in  October  and  November,  when  the 
recession  was  becoming  evident. 

However,  a  look  below  the  top-line  numbers  reveals 
that  the  economy's  different  sectors  have  reformulated 
their  spending  plans.  Manufacturers,  which  account  for 
more  than  a  third  of  capital  outlays,  have  cut  their 
budgets  drastically.  Instead  of  small  increases  as  report- 
ed in  the  fourth-  and  first-quarter  surveys,  manufactur- 
ing companies  now  expect  spending  to  fall  1.4%  in  1991. 
Meanwhile,  service  companies  are  boosting  their  plans. 


Their  budgets  now  are  slated  to  rise  by  5%>,  compa 
with  the  3.8%  gain  projected  last  quarter.  Some  of  t| 
increase  will  come  from  airlines  and  utilities,  but  otl! 
service  companies  plan  to  raise  their  capital  investme 
by  4.9%.  Moreover,  outlays  by  nonmanufacturing  com 
nies  will  pick  up  steam  as  the  year  progresses,  wl 
factory  budgets  will  fade  by  yearend  (chart). 

Why  the  difference?  Certainly,  the  recession  has  1 
many  industrial  companies  with  a  lot  of  unused  capaci 
But  the  split  may  reflect  a  greater  need  by  serv 
companies  to  cut  costs  and  improve  productivity- 
area  where  they  trail  the  manufacturing  sector. 

Indeed,  service  companies 
pear  to  be  raising  their  outk 
on  efficiency-boosting  equ 
ment.  Their  money  certaii 
isn't  going  into  new  constr 
tion,  given  the  large  amount 
available  office  and  retail  spj 
that  has  resulted  from  pi 
overbuilding.  In  their  ongoi 
effort  to  boost  productivity,  s 
vice  businesses  are  likely  to  c( 
tinue  trimming  their  payrolls 


A  BIG  SPLIT  IN 
SPENDING  PLANS 


I  II  III  IV  I  II  III  IV  I 
'89  '90  '9!'-PUNNiD 

▲  PERCENT  CHANGE  FROM  A  YEAR  AGO 

DATA;  COMMERCE  DEPI  ,  BW 


For  all  industries,  the  projected  gain  for  1991  loo 
puny  when  compared  with  the  5%  rise  in  1990  and  t 
11.4%  advance  of  1989.  This  suggests  that  plant  a 
equipment  spending  won't  provide  the  economy  wi 
much  strength  in  the  second  half. 

Right  now,  the  positive-looking  data  for  May  appear 
be,  at  best,  the  first  signs  that  the  economy  is  strugglii 
to  recover.  Because  consumers  will  be  especially  cc 
strained  from  picking  up  their  spending  pace,  and  t 
cause  other  sectors  of  demand  won't  contribute  rm> 
strength,  the  economy  seems  likely  to  drag  along  tl 
bottom  for  a  few  months  longer.  After  that,  it  will  eith 
begin  an  outright  upturn  or  sink  from  the  lack  of  so! 
fundamental  supports. 


HOUSING  STARTS 


Tuesday,  June  18,  8:30  a.m. 
New  hou.sing  was  probably  started  at  an 
annual  rate  of  just  1  million  in  May, 
according  to  the  consensus  of  econo- 
mists surveyed  by  MMS  International,  a 
division  of  McGraw-Hill  Inc.  The  expect- 
ed rise  would  be  the  third  increase  in  the 
last  four  months.  Housing  starts  posted 
a  6.2%  gain  in  April,  to  a  9.57,000  annual 
pace,  led  by  a  solid  increase  in  single- 
i'amily  home  construction.  Housing  per- 
ries also  rose  in  April.  Even  so,  home- 
I'uiiding  activity  in  the  first  four  months 
oi'  1991  is  some  30%  below  its  pace  of  a 
year  ago.  In  addition,  the  recent  runup 
■  n  long-term  interest  rates  may  well 
short-ci'-cuit  the  nascent  rebound  in 


housing,  just  as  the  summer  building 
season  begins. 

MERCHANDISE  TRADE  DEFICIT  

Wednesday,  June  19,  8:30  a.m. 
The  MMS  economists  expect  that  the  mer- 
chandise trade  deficit  widened  only  a  bit 
in  April,  to  about  $4.9  billion,  from  $4 
billion  in  March.  The  consensus  fore- 
casts that  exports  rose  slightly  following 
a  1.2%'  increase  in  March.  Imports  are 
expected  to  increase  by  a  larger  amount, 
as  suggested  by  a  gain  in  customs-duty 
payments  for  April.  However,  the  reces- 
sion has  cut  into  U.  S.  consumer  and 
business  demand  for  foreign  goods.  Im- 
ports had  fallen  sharply  in  both  Febru- 
ary and  March.  In  March,  they  were 
8.8%  below  their  year-ago  level. 


FEDERAL  BUDGET 


Friday,  June  21,  2  p.m. 
The  federal  government  is  likely  to  po  \ 
a  budget  deficit  of  $44  billion  in  Ma 
says  the  MMS  survey.  That's  not  i 
fi-om  the  $42.5  billion  gap  of  May,  199j 
The  deficit  for  fiscal  1991,  which  ends 
September,  is  expected  to  approach  $3 
billion,  compared  with  $220  billion 
1990.  And  recent  reports  suggest  th; 
the  savings-and-loan  bailout  will  co 
more  than  was  previously  thought.  A 
ready,  the  Treasury  Dept.  is  expected 
auction  off  government  securities  at  £ 
average  of  $1  billion  a  day  in  the  thii; 
quarter.  Washington's  borrowing  neecl 
could  crowd  out  private  credit  demar 
just  as  the  recovery  begins. 
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Financial  institutions 
judge  you  by  your 

credit  rating.  Shouldn't 
you  do  the  same  to  us? 


It  only  makes  sense  for  you  to  be  as  careful  with  your  money  as  we  are 
with  ours.  That's  why  we  encourage  you  to  check  up  on  us  before  you  ever 

spend  a  cent  with  us  on  insurance.  Be 
certain  we'll  be  able  to  pay  any  claims. 
Make  sure  that  we'll  be  here  when 
you  need  us. 


S&P's  Insurance  Book 

Insurer  Claims-Paying  Abilily  Ralings 
Analyses  and  C'ommentary 


ew  York  Li 
Rating  AAA' 
Superior) 


Slandard    Poor's  Insurance  Rating  Sen  ices 


Fortunately  there  are  three 
mdependent  organizations  that  can 
help  you  find  out  what  you  need 
to  know.  Each 
year,  Standard 


trk  Life 


Si  Poor's  rates  insurance  companies  on  their 
claims-paying  ability  A.M.  Best  focuses  on 
financial  strength.  And  Moody's  looks  at  the 

degree  of  credit  risk. 

You'll  be  interested 
to  note  that  all  three 


Moooirs 


Insurance 

Credit 

Reports 


/  Ratings 

[  Category 

Moody's  Rat 

Y  Insurance 
\Financial  Strength 

Aaa 

firms  have  awarded  New  York  Life  Insurance 
Company  the  highest  ratings  possible. 

Proof  positive  that  a  cautious  approach  to 
money  pays  off  in 
the  long  run. 

For  information 


on  any  of  our  products  and  services,  call  your 
local  New  York  Life  agent  or  1-800-695-4331. 


1?^ 

1 

The  Company  You  Keep? 

©  1991  New  York  Life  Insurance  Company,  51  Madison  Avenue,  New  York,  N  Y  10010  All  rijihts  reserved 
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AN  ALLIANCE  MADE 
IN  PC  HEAVEN 

APPLE  GETS  KEY  HARDWARE.  IBM  GETS  KEY  SOFTWARE.  RIVALS  GET  NERVOUS 


It  has  been  obvious  for  months  that 
Apple  Computer  Inc.  was  no  longer 
the  company  that  sold  personal  com- 
puters "for  the  rest  of  us."  Nor  could 
Apple  any  longer  brashly  compare  arch- 
rival IBM  to  George  Orwell's  Big  Broth- 
er. As  Apple  last  fall  unveiled  inexpen- 
sive Macintosh  computers,  Chairman 
John  Sculley  was  asked  how  far  he 
would  go  to  make  his  company  more 
competitive.  His  reply:  "There  are  no  sa- 
cred cows." 

He  wasn't  kidding.  In  a  jaw-dropping 
move  intended  to  get  it  into  the  comput- 
er biz  mainstream,  Apple  has 
forged  a  preliminary  agree- 
ment for  a  technology  partner- 
ship with  none  other  than  Big 
Brother.  Insiders  say  Apple 
and  IBM  executives  developed 
an  agreement  in  principle  on 
June  10  near  IBM's  headquar- 
ters in  Armonk,  N.  Y.  The  deal 
would  give  Apple  the  right  to 
use  an  important  IBM  micro- 
processor, say  Apple  insiders 
and  sources  close  to  IBM.  In 
exchange,  IBM  is  negotiating  to 
put  its  hands  on  Apple's  crown 
jewel — its  proprietary  soft- 
ware. By  1993,  the  venture 
could  result  in  Apple  and  IBM 
workstations  that  could  be  eas- 
ily linked — and  even  share  ap 
plications  software. 
NEW  BALANCE.  No  question,  a 
(leal  like  this  could  bust  up  be- 
fore it  comes  to  fruition.  But 
there's  no  disputing  how  stun- 
ning a  change  in  strategy  it 
represents  for  Api^le.  The  PC 
industry's  No.  2  traditionally 
ii:is  refused  to  share  its  tech- 
nology with  other  computer 
'iMipanies.  The  upshot:  Apples 
■  ;•.!!  r  communicate  easily  with 
UiW  f'Cs  or  their  clones.  Says 
fdi  mcr  Apple  executive  Wayne 
K.  Riis.ng,  vice-president  for 
>-eseai'''h  at  No.  1  workstation 
iriaker  Sun  Microsystems  Inc.: 


"If  you  had  asked  me  six  months  ago 
whether  this  would  happen,  I  would've 
said  the  chances  were  zero." 

The  alliance  could  sharply  alter  the 
personal  computer  world's  balance  of 
power.  It's  a  major  step  forward  for  Ap- 
ple's longtime  partner.  Motorola  Inc. 
(table).  That  company  had  been  relegat- 
ed to  selling  chips  to  second-tier  com- 
puter makers,  since  nearly  all  PC  com- 
panies but  Ap- 
ple buy  their 
chips  from  In- 
tel Corp.  Now, 


Motorola  steps  into  the  limelight:  It 
make  IBM's  reduced  instruction-set  c 
puting  (RLSC)  chip  for  Apple,  and  b 
second  supplier  for  IBM,  sources  clos< 
the  deal  say  (page  42). 

The  link  is  sending  still  more  sh(|  .-j 
waves.  Software  megapowerhouse 
crosoft  Corp.  now  faces  its  first 
competitive  challenge  in  a  decade, 
Intel  is  left  to  watch  Motorola  gai: 
toehold  at  IBM.  Computer  makers,  pai 
ularly  Compaq  Computer  Corp., 
have  the  daunting  task  of  compel  ^ 
against  the  combined  forces  of  the  IQ 
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ry's  top  two  PC  suppliers.  And  cus- 
jrs,  who  have  grown  used  to  a  stan- 
i  PC  design  shared  by  many 
ufacturers,  may  find  themselves 
k  once  again  with  a  scheme  that's 
)rietary  to  Apple  and  IBM — and 
efore  expensive. 

Dple  officially  has  refused  to  com- 
t  on  the  deal.  As  for  IBM,  its  execu- 
;  say  only  that  Big  Blue  has  consid- 

licensing  its  RISC  technology  to 
rs  since  February,  1990,  when  it 

introduced  the  workstation  that 

on  the  chip,  the  RS/6000. 
lose  close  to  the  pact  say  that  it 
ninated  last  September  when  Sculley 
Michael  Spindler,  who  was  named 
le's  president  in  March,  1990, 
ched  a  drive  to  integrate  Apple's 
trietary  products  with  everybody 
s.  "Everyone  in  the  computer  indus- 
s  rethinking  strategies,"  Sculley  told 
NESS  WEEK  last  fall.  "We've  been 
<ing  about  developing  relations  of 
i  substance  between  Apple  and  oth- 
jmpanies." 

lat  effort  was  made  more  urgent  by 
phenomenal  success  of  Apple's  new 
end  computers,  led  by  the  $999  Mac- 
;h  Classic.  While  sales  of  that  ma- 


chine far  outpaced  Apple's  ability  to  pro- 
duce them,  its  high-margin  products 
languished  on  computer  dealer  shelves. 
One  result:  In  April,  Apple  announced 
that  revenues  grew  19%,  to  $1.59  billion, 
in  its  March  quarter  but  that  profits 
ran  flat  at  $131  million.  To  widen  mar- 
gins, Apple  turned  its  attention  to  com- 
puters that  yielded 
more  profit. 

Its  solution 
was  to  step  up 
efforts  to 
build  work 
stations 


not 
jealous' 


William  Gates 
Microsoft 


CUtLEY'S  CHOICE 

yple  would  gain  or  lose  from  using 
ISC  chip... 


popular  design  such  as  IBM's  RS/ 
luld  guarantee  that  software  writ- 
d  develop  applications  for  Apple's 
tion.  It  would  also  reassure  big  cus- 


ere  designed  for  other  applica- 
5M's,  for  instance,  is  a  number- 
r,  while  Apple's  main  strength  lies 

lies 

otorola 's  RISC  chip 


:ailored  for  Apple's  needs;  Apple 
nsive  development  experience  in 
ia  architecture  and  has  been  work- 
its  RISC  chip 


la's  RISC  development  lags  be- 
npetitors,  and  it  is  used  by  few  oth- 
mpanies 


BREAKING  THE  ICE:  IBM'S  RS/6000 


based  on  speedy  RISC  technology.  Apple 
customers  were  clamoring  for  just  such 
a  machine.  "We  really  need  the  speed 
that  RISC  can  offer,"  says  Mac  customer 
Rick  Christjansen,  a  manager  at  Man- 
ville  Corp.'s  technical  center  in  Denver. 
Apple  had  begun  working  with  early 
versions  of  Motorola  RISC  designs  two 
years  ago  in  a  project  code-named 
Jaguar.  Sculley  and  Spindler  ac- 
celerated the  effort.  They  re- 
named it  Hurricane,  and  it 
began  testing  a  host  of 
:isc  chips,  including  those 
made  by  Sun  Microsystems, 
MIPS,  Hewlett-Packard,  and  IBM. 

Back  in  Armonk,  IBM  was  mired  in  a 
struggle  with  longtime  software  partner 
Microsoft  and  its  chairman,  William  H. 
Gates  HI.  Microsoft's  refusal  to  put  its 
marketing  weight  behind  IBM's  strate- 
gic operating  system,  OS/2,  caused  a 
complete  split.  IBM's  effort  to  compete 
with  Microsoft  by  selling  its  own  ver- 
sion of  OS/2  wasn't  succeeding  very 
well.  And  Big  Blue's  project  to  develop 
an   operating   system   with  Metaphor 
Computer  Systems  Inc.  was  years  from 
fruition. 

So  when  Apple  paid  a  call  on  IBM  a 
couple  of  months  ago,  IBM  lis- 
tened. James  A.  Cannavino, 
the  IBM  vice-president  who 
heads  Big  Blue's  workstation 
and  PC  efforts,  set  up  a  meet- 
ing with  Sculley,  other  Apple 
executives,  and  eight  iBMers 
in  Austin,  Tex.,  where  IBM 
does  much  of  its  RISC  develop- 
ment. The  Apple  delegation 
showed  the  IBMers  an  early 
version  of  new  Apple  soft- 
ware, an  operating  system 
code-named  Pink,  that  could 
be  made  to  run  on  both  Apple 
and  IBM  machines.  That  was 
enough  to  persuade  Canna- 
vino to  start  talking  in  ear- 
nest with  Apple. 
ANXIETY.  In  winning  access  to 
IBM's  RISC  chip,  Apple  gets  a 
deal  Big  Blue  hasn't  cut  with 
any  other  company.  If  the 
technology  swap  pans  out, 
buyers  of  Apple  RISC-based 
workstations  will  have  a 
ready  supply  of  application 
software,  since  software 
houses  all  year  have  been 
writing  programs  for  IBM's 
fast-selling  RS/6000.  IBM, 
meantime,  would  get  to  ex- 
pand the  influence  of  its 
RISC  technology,  even  while 
keeping  it  proprietary.  And 
with  Pink,  Big  Blue  gains  the 
software  expertise  that  it 
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needs  to  succeed  against  Microsoft. 

Is  Microsoft's  chairman  worried?  "I'm 
not  jealous,"  says  Gates.  Computer 
builders  may  prove  far  more  anxious. 
The  Hi.M-Apple  combo  threatens  to  give 
No.  1  workstation  maker  Sun  its  most 
daunting  competition  yet.  And  the  deal 
means  that  a  Compaq-led  workstation 
and  software  design  consortium,  dubbed 
.^iCE  for  Advanced  Computing  Environ- 
ment, could  find  itself  with  workstations 
that  can't  run  hand-in-hand  with  those 

made  by  IBM  and  Apple.  If  IBM  and  Ap- 
ple end  up  producing  similar  computers, 
buyers  will  be  able  to  link  machines 
made  by  the  two  companies  on  net- 
works, then  share  word  processing  pro- 
grams and  other  software.  But  it  may 
not  be  easy  for  those  customers  to  make 
computers  they  already  own  work  on  the 
network. 

Apple  is  taking  the  biggest  gamble. 
For  one  thing,  iB.M's  RISC  is  a  complicat- 
ed design  using  a  set  of  five  chips,  and 

the  time  it  will  take  Motorola  to  a 
the  chip  for  Apple  will  hurt  Apple's  ; 
ty  to  compete. 

Despite  the  development  hassles 
the  unanswered  questions,  one  thir 
clear  about  the  pairing  of  Apple  and 
This  is  detente  in  the  personal  comp 
world's  longest-running  cold  war. 

By  Robert  D.  Hof  in  San  Francisco 
Deidre  A.   Depke  in  New  York, 
Jonathan  B.  Levine  in  Paris  and  Evi 
Schwartz  in  New  York 

MOTOROLA:  ONE  STEP  BACKWARD,  TWO  STEPS  FORWARD 

c: 


|hipmaker  Motorola  Inc.  had  to 
swallow  its  pride  to  hang  on  to 
I  its  best  computer  customer,  Ap- 
ple Computer  Inc.  But  what  it  walked 
away  with  from  the  Apple-IB.M  agree- 
ment ain't  bad:  The  nation's  largest 
chijjmaker  figures  to  end  u\)  as  the 
major  commercial  vendor  to  both  Apple 
and  iBiVl  of  Big  Blue's  advanced  com- 
puter chips. 

Motorola  long  has  been  striving  to 
sell  its  own  microprocessors  for  IBM 
desktop  computers.  But  Big  Blue  just 
wasn't  interested.  A  decade  ago,  it 
chose  Intel  Corp.'s  architecture  for  its 
immensely  popular  Personal  Computer, 
and  when  it  entered  the  workstation 
market,  it  used  its  own  design. 

Now,  it  looks  as  if  Motorola  will  rele- 
gate its  own  high-performance  micro- 
processor designs  to  such  second-tier 
computer  makers  as  Data  General 
Co- ;>.  and  Unisys  Corp.  And  it  will 
work  with  IBM  to  design  and 
build  lower-cost  versions  of 
the  so-called  reduced-instruction- 
set-computing,  or  RISC,  chips 
that  will  power  IBM  and  Apple 
workstations. 

'STYMIED.'  Motorola's  chipmakers 
sound  upbeat.  'T  would  expect 
we're  going  to  be  Apple's  major 
microprocessor  supplier  for  a 
long  time,"  says  Murray  A. 
Goldman,  the  senior  vice-presi- 
dent who  heads  microprocessor 
and  memory  operations  in  Aus- 
tin, Tex.  Goldman  isn't  talking 
about  any  new  business  deal 
with  IBM  or  Apple. 

For  Motorola,  an  Apple-IB.M 
deal  comes  none  too  soon.  In  the 
mid-'80s,  the  Motorola  68000  mi- 
croprocessor served  as  the 
brains  of  three-quarters  of  all 
engineering  workstations.  But 
manufacturers,  including  Sun 
Microsystems,  Apollo  Computer, 
and  Hewlett-Packard,  were  itch- 
j.u:  to  switch  to  higher-perfor- 


mance RISC-based  systems.  Motorola 
wasn't  ready  with  a  chip,  so  they  de- 
signed their  own.  "Motorola's  success 
has  always  been  stymied  by  late  deliv- 
eries," says  Daniel  L.  Klesken,  a  semi- 
conductor analyst  at  Prudential  Securi- 
ties Inc.  By  1989,  Motorola's  share  of 
the  microprocessor  market  for  work- 
stations had  dropped  to  3S7<  ,  according 
to  International  Data  Corp. 

With  so  many  defectors.  Motorola 
pinned  its  hopes  on  Apple.  But  Apple, 
the  last  major  computer  company  to 
decide  on  a  RISC  strategy,  evidently  has 
decided  it  doesn't  want  to  be  one  of  the 
few  supporters  of  Motorola's  RISC 
chips — even  though  it  has  been  inti- 
mately involved  in  their  design. 

Yet  don't  expect  an  Apple-IBM  pact 
to  spell  the  end  for  Motorola's  RISC 
designs.  While  the  company  has  seen 
little  success  winning  the  big  computer 
companies  that  could  burnish  its  image 
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GOLDMAN:  MOTOROLA  CHIPS  WILL  RUN  ALL  FORD  ENGINES 


KEY  WORKSTATION  CHIP  SUPPLIERS 

RISC-CHIP  SUPPLIER  1 

APPLE 

HEWLEH-PACKARD 

IBM 

SONY 

SUN 

IBM,  MOTOROLA 

HEWLETT-PACKARD 

IBM,  MOTOROLA 

MIPS 

SUN 

in  the  market,  it  dominates  the  $ 
billion  worldwide  market  for  microc 
trollers,  single-chip  computers  that 
away  anonymously  at  the  heart  of 
erything  from  telephones  to  toaster 
ens.  The  biggest  single  chunk  is  the 
billion  market  for  eight-bit  controlle  h 
where  Motorola  boasts  a  24%  sha 
according  to  market  researcher  Da 
quest  Inc.  That's  twice  the  share 
NEC  Corp.,  its  nearest  rival. 
BEST  CUSTOMERS.  For  example,  ev€  s 
Sony  Corp.  camcorder  includes  a  ^ 
torola  chip,  as  does  every  top-of-t 
line  35mm  camera  from  Canon  I 
American  Telephone  &  Telegraph  ( 
uses  its  chips  in  telephone-switchi 
gear  and  desktop  phones.  While  su 
chips  don't  sport  the  high  profit  m; 
gins  of  those  that  go  into  compute: 
they  sell  in  vast  volumes.  "I'd  rath 
be  in  a  camcorder,"  says  Brian  Wilk 
general  manager  of  Motorola's  mici 
controller  division.  "No  matt 
what  the  computer,  a  camcord 
still  sells  more  units." 

Motorola's  best  customefcli 
have  long  been  the  auto  comp 
nies.  Its  chips  sit  at  the  heart 
engine  controls  in  all  Genei 
Motors  Corp.  and  Chrysler  Cor 
vehicles,  and  last  year  it  won  tl 
next-generation  engine-contr 
design  at  Toyota  Motor  Corp 
extended  its  market  lead  on  Jui  i\ 
12,  when  Ford  Motor  Co. 
nounced  that  the  same  Motoro 
technology  Apple  bypass( 
would  control  the  engme  ai 
transmission  of  every  Ford 
and  truck  worldwide — some 
million  a  year — by  2000.  They 
replace  Intel  Corp.  processors 
That's  some  piece  of  wor 
And  a  role  in  the  !BM-App 
agreement  should  be  a  balm 
any  wounds  left  from  losing  tl 
computer/RISC  wars. 

By  Larry  Armstrong  in  h 
Angeles 
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THIS  ANY  WAY 

)R  TIME  WARNER  TO  RAISE  CASH? 


Dmplex  rights  offering  angers  many  and  baffles  almost  everyone 


lor  the  world's  largest  communica- 
Itions  company,  Time  Warner  Inc. 

sure  knows  how  to  stir  up  a  world 
lisunderstanding.  Its  announcement 
une  6  of  a  complex  rights  offering 
e  its  stock  from  117  to  as  low  as  94, 
jred  shareholders,  and  left  plenty  of 
)]e  puzzled  about  how  Chairman  Ste- 
J,  Ross — known  for  charming  Holly- 
d  stars — could  turn  off  so  many  peo- 
so  fast.  "Frankly,  I'm  mystified," 

Richard  Reiss,  managing  partner  of 
iberland  Associates,  an  investment 

that  owns  Time  Warner  preferred 
k.  The  confusion  underlines  the  diffi- 

Ross  faces  in  delever- 
g  his  company, 
le  offering  would  raise 
nuch  as  $3.5  billion  by 
nding  current  share- 
ers  the  chance  to  bu>- 

million  new  shares,  in- 
sing  the  total  number 
shares  to  92.3  million. 

new  stock's  effective 
3  is  tied  to  the  number 
hareholders  who  partici- 
.  Investors  would  pay 
ittle  as  $63  or  as  much 
105  for  each  new  share, 
it  infuriates  investors  is 

they  have  to  pony  up 
e  money  to  avoid  dilut- 
their  proportional  stake 
;he  company.  But  if 
ugh  investors  pass, 
e  who  do  buy  get  more 
■es  for  their  money, 
randing  the  offering  as  "coercive," 
iral  shareholders  have  already  sued 
e  Warner.  Time's  original  sharehold- 
are  still  steaming  over  the  compa- 

decision  to  walk  away  from  Para- 
mt  Communications  Inc.'s  $200-a- 
•e  bid  in  1989.  Those  most  offended 
the  new  offering  have  now  bailed 

Even  so,  it  seems  likely  the  compa- 
will  get  the  60'7f  of  shareholders 
Jed  to  make  the  offering  fly,  because 
t  of  them  believe  Time  Warner's  as- 

will  produce  a  rich  return  over  the 
;  haul.  "Am  I  thrilled  about  this 
?"  asks  one  major  investor.  "No. 

I'm  likely  to  subscribe." 
y  raising  cash,  Ross,  who  declined  to 
ment  for  this  story,  is  finally  start- 
to  chip  away  at  the  $11.2  billion  debt 
,  Time  Inc.  took  on  to  buy  Warner 
imunications  Inc.  Still,  Ross — whom 
ly  describe  as  a  fiscal  conservative — 


can't  be  breathing  much  easier.  A  suc- 
cessful offering  may  get  Ross  past  the 
first  big  hump  in  1993,  when  Time 
Warner  must  come  up  with  $3.3  billion 
to  cover  a  bank  loan.  But  he'll  still  owe 
the  banks  about  $5.5  billion  more  by 
1997  (table). 

The  rights  offering  also  may  be  little 
help  in  making  the  company  more  ap- 
pealing to  the  potential  partners  Ross  is 
trying  to  lure  into  joint  ventures  around 
the  world.  The  idea  is  to  assuage  any 
concerns  that  Time  Warner  might  not 
have  the  financial  muscle  to  carry  its 
share  of  the  load.  But  the  partnership 


nority  stakes  at  unacceptable  rates," 
says  one  banker.  "These  are  very  hard 
deals  to  do."  Others  think  the  cash 
raised  through  the  rights  offering 
makes  partnerships  much  less  of  an  im- 
perative: "Now  they  don't  have  to  do 
any  big  deals,"  says  Reiss.  He  believes 
Ross  can  pare  down  some  of  his  debt 
with  cash  flow  and  refinance  the  rest. 
LONG  DROUGHT.  Time  Warner's  basic  op- 
erations remain  healthy.  The  company 
had  $279  million  in  cash  at  the  end  of 
March,  and  media  analysts  estimate  it 
will  have  $350  million  in  unencumbered 
cash  flow  this  year.  The  company's 
home-video,  TV  program  syndication,  and 
cable  businesses  are  still  churning  out 
cash.  Warner  Brothers  Inc.  is  banking 
on  its  new  film,  Robin  Hood:  Prince  of 
Thieves,  starring  Kevin  Costner.  But 
Time  Warner's  magazines  have  been 
pummeled  by  the  prolonged  drought  in 
advertising,  which  industry  forecasters 
say  won't  lift  until  1992.  That  has  caused 
Time  Warner's  operating  income  to  drop 


THE  ClOCK  IS 
TICKING  ON 
TIME'S  DEBT 


Repayment 

Bank  debt 

Public  debt 

dote 

Millions  of  dollars 

1992 

0 

$44 

1993 

$4,300* 

159 

1994 

1,375 

143 

199S 

1,375 

132 

1996 

1,375 

923** 

1997 

1,375 

NA 

TOTAL 

9,800 

1,400 

ROSS'S  LONG- 
TERM  GOALS  MAY 
BE  IN  lEOPARDY 


Time  Warner  can  draw  from  its  revolving  $1 
billion  credit  line  to  help  meet  this  payment 
*  '  Due  in  installments  from  1996  to  2017 
NA  :  Not  applicable 

DATA  COMPANY  REPORTS 


efforts  now  seem  stalled.  One  oft-ru- 
mored candidate,  France's  Canal  Plus, 
says  its  finances  would  not  permit  a 
meaningful  investment  in  a  company  as 
big  as  Time  Warner.  Another  possible 
candidate,  Toshiba  Corp.,  is  pumping  big 
money  into  new  plants.  Investment 
bankers  in  Tokyo  say  the  company  may 
be  reluctant  to  commit  major  resources 
to  a  deal  with  Time  Warner.  Toshiba 
declined  to  comment.  A  Time  Warner 
spokeswoman  insists  the  company  is  still 
negotiating  with  half  a  dozen  prospec- 
tive partners  and  will  announce  at  least 
one  deal  by  the  end  of  1991. 

Some  investment  bankers  close  to  the 
company  aren't  so  sure  the  terms  of  any 
deal  will  be  anything  to  brag  about. 
They  say  Time  Warner  has  struck  out 
because  it  is  asking  too  much  and  is 
offering  no  management  role  to  prospec- 
tive partners.  "They've  tried  to  sell  mi- 


from  $274  million  to  $256  million  in  the 
first  quarter  of  this  year. 

There's  also  room  for  Time  Warner  to 
wring  further  earnings  growth  out  of 
multimedia  ad  deals  and  new  cable  tech- 
nology, such  as  a  150-channel  cable-TV 
venture  planned  for  parts  of  New  York 
City.  "Time  Warner  is  uniquely  posi- 
tioned to  exceed  industry  growth  rates," 
says  Christopher  Dixon,  a  media  analyst 
at  PaineWebber  Inc. 

Steve  Ross  is  not  somebody  to  be 
counted  out  this  early  in  the  game.  After 
all,  he  has  weathered  tough  times  be- 
fore, most  recently  Paramount's  last- 
minute  takeover  bid  for  Time.  But  with 
shareholders  steaming  and  deals  with 
foreign  partners  still  elusive,  the  debt- 
burdened  Ross  seems  unlikely  to  come 
up  with  a  quick  fix. 

By  Mark  handler  and  Christopher 
Power  in  New  York,  with  bureau  reports 
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DEFENSE  I 


THE  F-22  MAY 
DO  DOUBLE  DUTY 


Pressure  is  building  to  reconfigure 
the  Air  Force  fighter  for  Navy  use 


The  F-22  is  the  Air  Force's  spank- 
ing-new fighter  plane.  It's  sleek, 
supersonic,  stealthy — and  very  ex- 
pensive. The  648  of  them  now  planned 
will  cost  the  Pentagon  about  $90  billion. 
But  to  the  delight  of  prime  contractors 
Lockheed,  Boeing,  and  General  Dynam- 
ics, the  F-22  suddenly  has  the  potential 
for  far  greater  sales. 

To  stretch  scarce  defense  dollars, 
pressure  is  building  to  force  more  coop- 
eration among  the  services.  To  that  end, 
a  recent  letter  to  Navy  Secretary  Law- 
rence H.  Garrett  III,  signed  by  Senate 
Armed  Services  Committee  Chairman 
Sam  Nunn  (D-Ga.)  and  former  Navy  Sec- 
retary John  W.  Warner  (R-Va.)  strongly 
urges  the  Navy  to  buy  a  version  of  the 
F-22  as  its  next-generation  A-X  attack 
plane,  replacing  Grumman  Corp.'s  aging 
A-6  Intruder.  On  top  of  that,  Nunn  and 


THE  NAVY  A-6:  BUILT  FOR  BOMBING,  IT  COULD— WITH  COMPROMISES— BE  REPLACED  BY  THE  F 


Warner  suggest  using  the  F-22  as  the 
basis  for  a  future  Air  Force  attack  plane 
to  replace  General  Dynamics  Corp.'s  ag- 
ing F-111  and  Lockheed  Corp.'s  F-117A. 

In  the  past,  the  services  have  usually 
wrangled  their  own  planes.  This  time 
may  be  different.  Last  winter.  Defense 
Secretary  Richard  B.  Cheney  killed  the 
Navy's  A-12,  which  McDonnell  Douglas 
Corp.  and  General  Dynamics  Corp.  were 
to  build  as  the  A-6's  first  replacement, 
because  it  was  wildly  overbudget  and 
behind  schedule.  Now,  the  Nunn-Warner 
letter,  also  signed  by  Armed  Services 
members  Carl  Levin  (D-Mich.)  and  Mal- 


colm  Wallop  (R-Wyo.),  says  that  "fislisa 
resources  may  not  remain"  to  develo 
seperate  A-X.  This  could  be  great  m 
for  the  F-22's  developers.  The  F-22  ) 
already  expected  to  generate  at  least 
billion  in  new  revenues  over  20  years 
Lockheed  alone.  Now,  if  the  Navy  b 
a  version  of  the  plane,  sales  could 
crease  by  half  or  more. 
LAST  CHANCE.  McDonnell  Douglas,  ISlte 
throp,  and  Grumman,  by  contrast,  hi  ma 
reason  to  worry.  Converting  the  ] 
could  blast  their  chances  to  design 
ture  combat  aircraft.  The  A-X  is  the  o 
new  combat  plane  on  the  drawilm 


ska 


THE  GNAT  TRYING  TO  STING 
AN  ELEPHANT  CALLED  GE 


General  Electric  Co.  is  a  heavy- 
weight competitor.  So  no  one 
foresaw  the  Sisters  of  St.  Francis 
in  Philadelphia  taking  on  GE.  The  1,100 
nuns  have  ordered  their  college,  high 
school,  and  12  hospitals  to  avoid  GE  prod- 
ucts. Their  pension  funds  have  divested 
all  but  a  token  amount  of  GE  stock.  And 
they've  given  GE  competitors  $2  million  in 
orders  for  such  big-ticket  items  as  medi- 
cal CT  scanners.  Explains  Sister  Miriam 
Eileen  Murray:  "We  consider  this  a  peace 
and  justice  issue." 

What's  going  on  here?  A  scrappy  Bos- 
ton-based group  of  activists  called 
Infact  got  to  Sister  Miriam,  that's 
what.  Infact's  goal:  to  force  GE  out 
of  the  nuclear  weapons  business. 
Besides  the  peace  issue,  Infact  com- 
plains that  ge's  nuclear  weapons 
unit,  which  makes  parts  for  Trident 
submarines  and  nuclear-armed  mis- 
siles, has  created  environmental, 
health,  and  safety  hazards.  With 
$58  billion  in  1990  sales,  the  nuns' 
$2  million  is  peanuts  to  GE.  Yet  In- 
fact Executive  Director  Nancy  Cole 
iasists:  "We  won't  go  away." 
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nuke 


Cole  is  counting  on  the  June  15  release 
of  a  29-minute  videotape  to  turn  up  the 
heat  on  GE.  Deadly  Deception,  a  docu- 
mentary broadside  fired  at  GE's 
business,  neatly  juxtaposes  clips 
from  ge's  "we  bring  good  things 
to  life"  ad  campaign  with  im- 
ages of  nuclear  devastation.  It 
was  shown  at  the  1,300-member 
Catholic  Health  Assn.'s  recent 
convention  in  Montreal,  and  it 
debuts  this  month  in  a  host  of 
other  cities,  including  New 
York,  where  it  was  shown  at 


INFACT'S  TAPE  DECRIES  NUCLEAR  WEAPONS  DEVELOPMENT 


a  meeting  sponsored  in  part  by  th 
faith  Center  on  Corporate  Respon  im 

Can  a  grass-roots  group  really 
take  on  mighty  GE?  No,  say  the  Aith 
GE,  who  argue  that  their  nuclear 
tions  are  part  of  a  strong  natio  (ac 
fense.  "They've  been  on  our  ci  m 
about  five  years,"  sighs  GE  spol 
Ford  C.  Slater.  To  no  discernible 
Orders  in  GE's  medical-devices 
climbed  12%  in  1990,  to  $3  billion 
'NUISANCE.'  Still,  Infa( 
shown  how  tenai  uni 
can  be.  Its  best  mj 
effort  was  the 
year  boycott  of 
which  ended  in  198 
the      Swiss  co 
changed  its  way  of  r 
ing  infant  formula 
Third  World.  Infac 
has  enlisted  Ray  F.  I 
who  is  well  known 
unionists  for  bringing 
ticated  marketing  techLj 
to  bear  on  such  foes  a] 
A.  Hormel  &  Co.  and  J.  L$ 
vens  &  Co.  "We're  gO| 
take  the  fight  right  t(| 
doorstep,"  says  Rogers.  Am* 
tactics:  sending  Deadly  Dec\ 
to  GE  managers,  institutional 
tors,  stock  analysts,  and  cust| 
and  showing  it  over  cable  tel 


IF 


■ds,  and  the  industry  seems  ripe  for 
oiidation.  Rival  builders,  however, 
i  they  still  have  a  fighting  chance. 
)mpetitors  doubt  that  the  F-22  can 
,11  planes  to  all  .services.  It  was  de- 
ed to  replace  the  Air  Force's  preemi- 
fighter,  McDonnell  Douglas'  F-15. 
a  fighter  is  used  mostly  to  shoot 
n  enemy  aircraft,  while  the  A-X's 
1  role  is  to  drop  bombs  on  enemy 
tory.  Adapting  the  F-22  would  pro- 
'  a  plane  with  less  range  and  bomb 
city  than  the  Navy  ideally  wants, 
mding  gear  and  airframe  also  would 

I  redesigning  for  carrier  landings, 
"a  little  bit  naive"  to  think  the  F-22 
i  adequately  handle  all  this,  says 
Uitant  Jack  Kring,  an  ex-test  pilot, 
s  unclear  how  much  money  the  F-22 
Id  save.  A-X  development  is  expect- 
)  cost  at  least  $11  billion.  Converting 
P-22  to  an  A-X  would  cost  $7  billion 

II  billion,  Lockheed  concedes.  But 
•ing  common  parts  and  systems 
Id  provide  significant  savings. 

decision  must  be  made  soon.  The 
agon  expects  to  announce  its  gener- 
quirements  for  the  new  Navy  plane 
ite  June  and  the  final  specifications 
in  a  year.  That  will  spell  out  the 
re  of  naval  aviation — and  may  cast  a 

shadow  over  the  losers. 
I  Russell  Mitchell  in  Washington,  with 
au  reports 


eld  County,  Conn.,  where  GE  is 
•tered. 

is  stressing  the  irony  that  GE 
3th  lifesaving  medical  devices  and 
■  nuclear  weapons.  It  hopes  to  ex- 
fact  that  many  buyers  of  medical 
ave  religious  affiliations.  Hospitals 
r  won't  jeopardize  patients,  but 
'  they'll  buy  from  GE  rivals  if  they 
omparable  product.  "The  policy  is 
!  whether  it's  a  $2  light  bulb  or  a 
ion  CT  scanner,"  says  Joan  Neu- 
inning  director  at  Archbishop  Ber- 
•cy  Hospital  in  Omaha.  When  it 
le  to  spend  some  $5  million  on  new 
rgan  gave  its  business  to  Toshiba 
;d  Siemens  Corp.  All  told,  Infact 
boycott  has  cost  GE  sales  of  $30 
;e  won't  comment  on  that  claim, 
s  concede  it  has  changed  some  of 
practices.  Marketing  managers  of- 
with  salespeople  to  dispel  custom- 
*ns  about  ge's  piece  of  the  nuclear 
GE  also  gives  some  clients  a  pack- 
armation  about  the  company's  role 
>e  contracting.  Just  the  same,  GE's 
ys  Infact's  boycott  is  just  "a  bit  of 
ce." 

ne  15,  Infact  marked  the  boycott's 
liversary.  The  group  can't  be  sure 
J  it  m.ay  take  or  even  if  it  will  win. 
et  is  counting  on  the  prayers  of  the 
f  Saint  Francis. 

By  Lisa  Driscoll  in  New  Haven 


PEOPLE  I 


TWICE  THE  WORK,  MORE 
THAN  TWICE  THE  HEADACHES 


Durk  Jager  takes  over  all  of  Procter  &  Gamble's  U.S.  businesses 


Turnover  of  top 
management  at 
Procter  &  Gam- 
ble Co.  is  about  as 
rare  as  Lever  Bros. 
Co.  soap  in  the  compa- 
ny washroom.  But 
times  are  changing  at 
the  giant  consumer- 
goods  marketer.  On 
June  10,  B.  Jurgen 
Hintz,  49,  one  of  two 
executive  vice-presi- 
dents, each  responsi- 
ble for  running  half 
the  U.  S.  business,  re- 
signed after  only  a 
year  and  a  half  on  the 
job.  Durk  I.  Jager,  48, 
will  take  over  Hintz's 
portfolio  as  he  as- 
sumes responsibility 
for  all  of  P&G's  U.  S. 
business. 

Jager  (pronounced 
YAH-ger)  will  be  do- 
ing twice  the  work 
with  more  than  twice 
the  headaches.  His 
new  duties  will  include 
P&G's  marginally  prof- 
itable $3  billion-a-year 
food-and-beverage  unit.  The  easy  move 
might  be  to  sell  some  product  lines,  in- 
cluding Citrus  Hill  orange  juice,  Crisco 
shortening,  and  Duncan  Hines  cake 
mixes.  But  Chairman  Edwin  L.  Artzt 
quickly  denied  a  Wall  Street  Journal 
report  that  Jager's  marching  orders  in- 
clude a  sell-off.  That  would  mean  Jager 
will  have  to  fix  some  crucial  problems.  If 
he  does,  Jager  may  leapfrog  over  Presi- 
dent John  E.  Pepper,  who  now  runs  the 
international  business,  to  succeed  the  61- 
year-old  Artzt.  Pepper,  a  supreme  moti- 
vator who  employees  feel  embodies  the 
old,  caring  spirit  of  the  company,  re- 
ceives long,  almost  embarrassing  ap- 
plause at  company  events. 
BLOOD  BROTHERS.  But  Artzt  isn't  going 
anywhere  just  yet.  When  he  won  the  top 
job  in  October,  1989,  he  vowed  he'd  keep 
it  "till  they  throw  me  out  of  here."  And 
Artzt  has  been  shaking  up  P&G,  squeez- 
ing managers  to  perform.  A  number  of 
senior  executives  have  already  left  un- 
der his  rule. 

Artzt  instantly  found  a  blood  brother 
in  the  hard-driving  Jager.  Thanks  large- 
ly to  Jager,  P&G's  Japanese  operations 


JAGER:  SUCCESS  LIKE  HE  HAD  IN 
JAPAN  COULD  BRING  HIM  THE  TOP  JOB 


became  a  huge  money 
maker.  The  unit,  a  pe- 
rennial money-loser 
before  Jager's  arrival 
in  1982,  now  boasts 
sales  of  more  than  $1 
billion — and  they're 
growing  by  more  than 
20%  a  year. 

How  did  he  do  it? 
Jager,  a  large  and  im- 
posing man,  sat  in  his 
Cincinnati  office  a 
year  ago  and  ticked 
off  the  factors.  P&G 
came  up  with  better 
products,  such  as  its 
combination  shampoo 
and  conditioner.  Jager 
hired  talented  Japa- 
nese managers,  tai- 
lored P&G's  marketing 
to  Japanese  consum- 
ers, and  promoted  the 
whole  company  in  all 
advertisements.  He 
also  built  a  powerful 
distribution  network. 
Jager's  drive  was  so 
deft  that  many  Japa- 
nese think  P&G  is  a 
homegrown  company. 
Netherlands,  Jager  re- 
Rotterdam's  Era- 
in  1970.  He  then  rose 
through  P&G's  marketing  ranks  in  Hol- 
land, the  U.  S.,  and  Austria.  After  prov- 
ing his  mettle  in  Japan,  he  moved  to 
Cincinnati  to  direct  P&G's  push  into  East 
Asia.  When  Artzt  was  appointed  CEO, 
Jager  was  named  to  oversee  P&G's  U.  S. 
detergent,  health,  and  beauty  business- 
es. That  was  a  signal  of  how  globaliza- 
tion had  become  P&G's  order  of  the  day. 

Jager  says  he  has  respect  for  the  cau- 
tious, data-driven  approach  that  charac- 
terized P&G  in  the  past.  But  he  acknowl- 
edges an  element  of  his  bulldog 
reputation.  "Maybe  I'm  a  little  more  ag- 
gressive," he  said,  "but  that  may  be  a 
reflection  of  the  impatience  I  have  had 
on  my  assignments." 

He's  stubborn,  too — a  trait  the  Dutch 
say  is  especially  common  among  those 
from  Friesland,  the  rural  province  from 
which  Jager  hails.  In  fact,  his  manage- 
ment style  draws  mixed  reviews.  One 
former  P&G  executive  says  Jager  tends 
to  talk  down  to  the  U.  S.  staff.  He  adds 
that  while  Artzt  is  blunt-spoken,  Jager 
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"makes  Artzt  look  polished."  On  the  oth- 
er hand,  Jager  was  so  successful  in  Ja- 
pan, says  another  ex-P&Ger,  that  "the 
Japanese  employees  would  crawl  over 
razor  blades  for  this  guy." 

Jager  could  use  that  kind  of  devotion 
from  his  food  managers.  P&G  is  caught 
in  no-growth  markets,  such  as  shorten- 
ing and  cake  mix,  while  it  must  spend 
heavily  to  regain  lost  ground  in  coffee. 


Most  embarrassing  is  Citrus  Hill,  a  pe- 
rennial money-loser  that  was  attacked 
by  the  Food  &  Drug  Administration  in 
April  for  using  "fresh"  on  its  label  even 
though  it's  made  from  concentrate. 

Food  isn't  the  only  problem.  Procter's 
overall  U.  S.  volume  was  off  4%  in  the 
first  quarter  as  consumers  cut  down  on 
purchases  and  shifted  to  private-label 
goods.  Big  competitive  battles  in  deter- 


gents and  other  categories  are  also 
ping  U.  S.  earnings.  Even  so,  for 
nine  months  ended  Mar.  31.,  P&G's  p| 
its  rose  to  $1.5  billion,  up  117^  fro| 
year  ago,  on  $20.3  billion  in  sales, 
that  boost  came  from  a  strong  intej 
tional  showing.  Now,  it's  up  to  Jagel 
make  the  domestic  business  sometli 
to  write  home  about. 

By  Zarhary  Schiller  in  Clevel\ 


Commentary/by  Michael  J.  Mandel 

WHY  A  SPARK  IN  THE  ECONOMY  WON'T  KINDLE  INFLATION 


ho's  afraid  of  a  little 
recovery?  When  the 
latest  employment  re- 
port showed  an  increase  of 
59,000  jobs  in  May,  it  was  the 
best  piece  of  economic  news  in 
almost  a  year.  Yet  the  bond  mar- 
ket immediately  reacted  by  driv- 
ing up  long-term  interest  rates 
above  8.5%,  the  highest  level 
since  November,  1990.  The  bond 
market  may  yet  come  to  its 
senses  (page  84).  But  higher 
rates  could  choke  off  the  bud- 
ding recovery  in  housing  and  au- 
tos  and  bring  the  economy  to  a 
shuddering  halt. 

In  fact,  the  bond  market  is 
acting  more  frightened  of 
growth  than  of  continued  reces- 
sion. Bond  traders  argue  that  an 
economic  rebound  spurs  borrow- 
ing and  buying  and  thus  spells  higher 
inflation,  which  is  anathema  to  lenders. 
Such  thinking  is  particularly  popular 
right  now,  because  the  recession  has  so 
far  been  unable  to  push  the  core  rate 
of  inflation — which  is  the  consumer 
price  index  excluding  food  and  ener- 
gy-— down  below  5%.  "I'm  disappoint- 
ed," says  Mickey  D.  Levy,  chief  econo- 
mist at  CRT  Government  Securities  Ltd. 
"We  should  have  had  more  improve- 
ment in  inflation." 

WELCOME  HEALING.  Even  so,  the  bond 
market  is  overreacting,  much  like  a 
high-strung  watchdog  that  cannot  tell 
a  friendly  guest  from  a  burglar.  Any 
economic  recovery  right  now,  whether 
anemic  or  strong,  should  be  welcomed 
rather  than  feared  by  businesses  and 
consumers.  Even  the  stock  market — 
which  also  fell  in  the  wake  of  the  May 
employment  numbers — will  eventually 
benefit,  as  investors  realize  that  an  up- 
turn should  add  to  corporate  earnings 
and  personal  income. 

Besides,  there's  strong  evidence  that 
the  economy  can  absorb  growth  with- 
ii   out  any  increase  in  inflation.  The  his- 


torical record  shows  that  inflation 
keeps  dropping  for  six  months  to  a 
year  after  a  recession  ends  (chart).  The 
reason:  As  companies  come  out  of  a 
downturn,  they  usually  try  to  boost 
volume  and  get  idle  factories  running 
rather  than  hike  prices. 

As  the  recovery  kicks  in,  inflation 
should  continue  to  decline  as  long  as 
manufacturers  are  using  less  than  82% 
of  their  factory  capacity,  estimates 
Robert  J.  Gordon,  an  economist  at 
Northwestern  University.  The  economy 
operated  above  that  level  from  1987 
almost  through  the  end  of  1999,  which 
helped  keep  inflation 
high.  But  right  now, 
the  capacity-utiliza- 
tion figure  for  the 
U.  S.  economy  is 
around  78%,  and  if 
consensus  forecasts 
of  a  slow  recovery 
are  correct,  it 
shouldn't  rise  above 
the  82%  level  until 
sometime  in  1993. 

High  unemploy- 
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ment  will  also  keep  wages  fro 
rising  very  much.  The  civilii 
unemployment  rate  for  May  w 
6.9''s  and  even  if  the  recessii 
ended  today,  joblessness  wou 
continue  to  rise  for  a  month 
two.  According  to  Daniel  Mite 
ell,  a  labor  economist  at  the  Ui 
versify  of  California  at  Los  A 
geles,  wages  won't  sta 
accelerating  again  until  unei 
ployment  falls  back  below  tl 
67"  mark,  something  not  likely 
happen  any  time  soon. 
CHEAPER  IMPORTS.  If  the  ec 
nomic  I'ebound  is  stronger  tht 
expected,  inflation  should  still  r 
main  relatively  subdued.  In  mo 
previous  downturns,  the  bru 
of  unemployment  has  been  fe 
by  manufacturing  and  constru 
tion  workers.  This  time  aroun 
though,  it's  the  service  sector  that 
getting  mangled.  That  will  drive  dow 
inflation  in  an  area  where  it  has  r 
mained  stubbornly  high. 

Reasonable  prices  of  imported  gooc 
will  also  help  check  inflation.  Prices  ( 
nonoil  imports  have  risen  only  2.2 
over  the  past  year,  while  imported  co: 
sumer  goods  have  inched  up  just  0.6' 
With  imports  now  equal  to  about  16' 
of  gross  national  product,  compare 
with  11%'  at  the  enci  of  the  last  rece; 
sion,  U.  S.  manufacturers  will  have  les 
room  to  raise  prices  even  when  factor 
capacity  gets  tight  at  home. 

The  real  danger 
that  the  bond  ma; 
ket's  fears  about  ii 
flation  may  push  ii 
terest  rates  too  higl 
cutting  off  futur 
growth.  But  if  tha 
happens.  Wall  Stree 
will  have  to  explai' 
to  Main  Street  wh 
the  recovery  stallec 
And  no  one  will  lik 
the  answer. 
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Good  design  comes  naturally. 


?  shape  and  color  of  a 
■e  serve  to  attract  the 
ects  that  ensure  its 
sanation.  The  shapes  of 
'  glasses  are  equally 
\ctional  -  each  one 
signed  to  bring  out  the 
'  flavor  of  a  drink.  The 
;e/s/or  range  is  an 
:ellent  example. 


Of  course  we  are  drawn  to  a 
rose's  beauty,  but  the  natural 
role  of  its  shape  and  color  is  to 
attract  the  insects  that  are  vital 
to  its  reproduction. 

 And  while  a  beautiful 

glass  appeals  to  the  eye,  it 
must  also  serve  a  function. 
 Which  is  why  our  glas- 
ses come  in  so  many  shapes 
and  sizes.  Each  type  is  design- 
ed to  enhance  the  particular 
qualities  of  a  drink.  The  bou- 
quet of  a  fine  red  wine,  for 
example,  wouldn't  fully  unfold 
in  a  white  wine  glass.  And 
brandy  just  isn't  the  same 
without  a  snifter.  Just  as  drinks 


differ,  so  do  tastes.  And  so  we 
offer  a  range  of  over  7,000 
glasses.  From  sophisticated 
contemporary  to  the  classic 
sparkle  of  cut  crystal.  And  we 
take  pride  in  the  fact  that  many 
have  received  awards  for 
design  excellence. 

 Elegant  glassware  is 

just  one  example  of  how 
Schott  Crystal's  innovative 
development  responds  to  spe- 
cific needs.  Other  examples 
abound  in  fields  of  advanced 
technology. 

 Schott  worldwide: 

50,000  products,  50  produc- 
tion facilities,  represented  in 


more  than  100  countries,  with 
over  $1,5  billion  in  sales. 
 Schott  in  North  Amer- 
ica, 11  companies  employing 
more  than  1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
DepartmentB38,30dell  Plaza, 
Yonkers,  N.Y.  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 


AIRLINES  I 


THE  NONUNION,  LOW-WAGE  WORKERS  ARE  ANGRY  THAT  THEIR  STOCK  "MAY  BE  WORTHLESS' 


AMERICA  WEST  IS  RUNNING  OUT 
OF  OTHER  PEOPLE'S  MONEY 


Chairman  Beauvais  needs  capital  again — but  backers  are  getting  scarce 


Since  launching  America  West  Air- 
lines Inc.  in  1983,  Chairman  Ed- 
ward R.  Beauvais'  dream  of  build- 
ing a  major  U.S.  airline  has  drawn  a 
multitude  of  believers.  Lessors  and 
banks  have  provided  billions  in  financ- 
ing. An  Australian  carrier  half-owned  by 
Rupert  Murdoch  snapped  up  2^7'  of  the 
equity.  Even  Beauvais'  energetic  manag- 
ers and  nonunion  work  force  have  cast 
their  lot  with  America  West.  Not  only  do 
management  and  labor  work  for  less 
than  their  counterparts  at  most  other 
airlines,  but  together  they  also  own 
about  40%  of  the  company's  stock. 

These  days,  though,  even  Beauvais  ad- 
mits that  "it's  gut-check  time."  Battered 
by  the  gulf  crisis  and  recession,  America 
West  revealed  on  June  6  that  it  needed 
more  capital  and  would  defer  $75  million 
in  aircraft-lease  payments  until  next 
year.  As  the  stock  fell  to  less  than  $5  a 
share,  from  $7.50  only  two  months  earli- 
er, America  West's  employees  suddenly 
faced  the  threat  of  bankruptcy  and  a 
total  loss  of  their  investment.  "I've  been 
pouring  money  into  the  stock  for  two 
years,"  says  one  baggage  handler. 
"Now,  I  find  out  it  may  be  worthless." 

.'vmi  ■■■ica  West  isn't  bankrupt  yet.  But 
keeping',  the  carrier  from  following  Con- 
tinental. Pan  Am,  and  others  into  Chap- 
ter 11  proceedings  will  take  all  the  per- 


suasive powers  Beauvais  can  muster. 
America  West  has  thrived  on  low-cost, 
highly  motivated  labor  and  big  infusions 
of  other  people's  money.  Getting  his  var- 
ious constituencies  to  keep  the  ball  roll- 
ing while  he  tries  to  raise  even  more 
cash  will  be  no  mean  feat. 

Weighed  down  by  about  $1  billion  in 
debt  and  off-balance-sheet  leases,  Ameri- 
ca West  has  lost  more  than  $120  million 
over  the  past  nine  months,  analysts  esti- 
mate. And  Beauvais  has  already  played 
his  best  trump  cards.  Last  fall,  he  raised 
$140  million  in  cash  from  lessor  GPA 
Group  PLC  and  others  to  finance  an  or- 
der of  up  to  118  Airbus  A320  jets.  That 
stash  had  dwindled  so  low  by  February 
that  the  carrier 
slashed  ticket  prices 
507f  during  a  three- 
day  sale  to  raise 
even  more  money. 
The  sale  generated 
enough  cash  to  make 
payments  through 
the  winter.  But  now, 
America  West  planes 
are  loaded  with  dis- 
count passengers. 

Beauvais  still  has 
some  leverage.  Many 
of  his  creditors  are 
tangled  in  other  air- 
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WHO  MIGHT  BE  LEFT 
EMPTY-HAHDED 


AMERICA  WEST 
^  SHAREHOLDERS 


line  bankruptcies,  and  with  the  ma 
for  airplanes  severely  depressed,] 
imagine  he'll  get  a  lot  of  concess 
from  a  lot  of  lessors,"  says  James| 
Robertson,  executive  vice-presiden 
lessor  GATX  Air. 

In  fact,  Beauvais'  hottest  prospect] 
raising  more  cash  involves  taking 
even  more  planes.  He's  currently  ne 
ating  with  ORIX  USA  Corp.,  the  U.  S. 
of  a  big  Japanese  lessor,  for  an  addi 
al  big  loan  tied  to  a  further  orde: 
A320s.  Industry  sources  say  ORlX 
been  trying  desperately  to  find  a  h 
for  the  planes,  and  Beauvais  think: 
can  generate  extra  revenue  with  th 
"No  airline  has  ever  survived  by  sta; 
the  same  size,"  he  says. 
UNDER  WATER.  In  1987,  Beauvais 
through  a  rough  spot  by  selling  a 
stake  to  Ansett  Airlines,  which  is  joii 
owned  by  Murdoch's  News  Corp 
TNT  Ltd.,  an  Australian  transportat 
company.  Now,  Ansett  has  little  eli 
but  to  support  Beauvais.  At  the  stoc 
current  price,  the  carrier  is  about 
million  under  water  on  its  investmeii 

Persuading  workers  to  keep  the 
is  a  more  delicate  matter.  America  W 
requires  employees  to  buy  stock  w  \ 
20%  of  their  first  year's  salary.  They 
a  15%  discount,  but  if  they  can't  affor 
up  front,  the  airline  lends  them  the  m 
ey.  With  the  value  of  their  investmen 
doubt,  many  workers  are  getting  n 
less.  Says  one  baggage  slinger:  "I  e 
sell  the  stock,  because  I  can't  affon 
pay  off  the  loan. 

Pent-up  employee  anxiety  was  evid^ 
at  a  meeting  in  Phoenix  last  month 
more  than  200  pilots,  ground  crew,  £ 
cabin  staff.  Seething  over  a  new  $10  : 
for  employee  flights  on  the  airline, 
gry  workers  shouted  down  manage 
Says  one  maintenance  worker:  "If  thi  \^ 
had  been  a  vote,  we  would  have  uni 
ized  right  then  and  there." 

Many  workers,  though,  continue 
cling  to  tlie  employee-ownership  gosf 
"It's  like  a  marriage,"  says  one  flij 
attendant.  "I'm  going  to  stick  with  i  im, 
Donald  Burr,  founder  of  the  failed  P 
pie  Express  Airlir 
Inc.,  says  hardsl  c 
at    an  employi 
owned  company  c 


1*1 
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actually  be  a  moti' 
tor.  "It's  your  pre 
erty,  you  own  it— 
you  want  to  tap^ 
care  of  it,"  Butii 
says.  That  soun 
good.  But  Beauv!, 
had  better  hope  1 
dream  turns  out  b 
ter  than  Burr's  du 
By  Eric  Schine 
Phoenix 
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The  first  PS/2  for  people  with 
window  offices. 


the  PS/2  Laptop  has  a  lull-size  key- 
iNTRODliCING  A  PS/2®  Laptop         hoard  spaced  and  arranged  the  same 
HAT  Performs  Likk  A  Desktop  PS/2,  way  as  a  desktop  PS/2  s.  And  the  large, 

easy-to-read,  10  "-diagonal  screen 


For  millions  ol  [)eople,  theres  a 
hole  world  ol  business  where  the  win- 
)w  ollices  have  wings  and  your  lap  is 
>ur  desk.  It's  as  far  from  working  in  an 
fice  as  you  can  get,  but  it's  every  bit  as 
'manding. That's  why  IBM  has  created 
i  most  personal  computer  ever — the 
jrsonal  System/2®  Laptop  40  SX. 

Although  it's  just  7.7  pounds,  the 
5/2  Laptop  still  lets  you  carry  a  lot 
weight.  It  has  the  same  Intel  386SX™ 
"ocessor  you'll  find  in  best-selling 
isktop  computers,  so  it's  powertul 
lough  to  let  you  create  or  plan  right 
1  site.  It  also  has  a  3.5  "  diskette  drive 
ie  the  one  in  your  office,  and  the 
DMB  hard  drive  can  store  all  the 
ilormatioii  you'll  need  to  close  the 
;al  or  make  the  presentation. 

Instead  ol  compromising  comfort. 


delivers  VGA- quality  graphics  with 
amazing  clarity  and  contrast,  so  it's 
easy  on  your  eyes. 

It  even  comes  with  a  numeric  key- 
pad you  can  plug  in  for  serious  number 
crunching  and  a  special  feature  sus- 
pends power  when  the  screen  is  closed 
and  returns  to  full  power  when  you 
open  it,  letting  you  resume  work  right 
where  you  left  off.  With 
a  Data/Pax  Modem  you 
can  plug  into  a  phone 
line  and  communicate 
with  other  computers, 
access  up-to-the-minute 
facts  and  figures — you 
can  even  write  memos  or 
place  orders  instantly 
and  lax  them  to  r' 


And  the  PS/2  Laptop  comes  with 
something  no  laptop  should  be  with- 
out— an  international  warranty* 
backed  by  thousands  of  Authorized 
Remarketers  worldwide,  so  you're  never 
far  away  from  service  and  support. 

lo  find  out  more,  contact  your 
IBM  Authorized  Remarketeror  IBM 
marketing  representative.  You'll  see 
whv  w  ith  the  new  PS/2  Laptop,  you 
can  take  your  business  wherever 
business  takes  you. 


■  ■ 

r  mi 
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How  re  you 
going  to  do  it? 

PS/2  it! 


the  home  office. 


liable  only  in  the  countries  in  wtiicti  this  product  is  sold  by  IBM  and  IBM  Authorized  Remarketers  Subject 
ie  terms  of  the  limited  warranty  provided  when  purchased  Proof  of  original  purchase  may  be  required 
1.  Personal  System/2  and  PS/2  aie  registered  trademarks  of  International  Business  Machines  Corporation 
iSX  IS  a  trademark  of  Intel  Corp  k  1 1991  IBM  Corp 
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GOVERNMENT! 


GRABBIHG  FROM  WASHINGTON'S 
GOODIES  TRAY 


Many  officials  take  full  advantage  of  a  wide  range  of  cushy  perks 


y  corporate  standards,  the  pay  of 
top  federal  officials  is  puny.  A 
'Cabinet  Secretary  earns  $138,900. 
A  representative  is  paid  $125,100.  A  sen- 
ator gets  just  $101,900,  plus  up  to 
$23,800  in  speaking  fees.  This  gives  rise 
to  a  perennial  question:  How  come  so 
many  of  our  public  servants,  who  grouse 
frequently  about  their  meager  pay- 
checks, seem  to  be  enjoying  themselves 
so  much? 

The  answer:  wise  use  of  the  capital's 
many  power  perks.  Welcome  to 
Lifestyles  of  the  Near-Rich  and 
Sort-of-Famous,  a  show  that  an- 
swers the  question  of  how  to  live 
well  in  Washington  on  next  to  no 
money. 

Some  officials,  of  course,  can 
fall  back  on  large  nest  eggs  to 
make  up  for  the  inadequacy  of 
their  salaries.  Treasury  Secre- 
tary Nicholas  F.  Brady  and  Com- 
merce Secretary  Robert  A.  Mos- 
bacher  are  rich  men  by  any 
standard.  But  others,  such  as 
White  House  Chief  of  Staff  John 
H.  Sununu,  who  has  eight  chil- 
dren and  no  personal  fortune, 
have  a  tough  time  making  mort- 
gage payments,  let  alone  shelling 
out  for  10  pairs  of  ski  boots. 

As  everyone  knows  by  now, 
the  U.  S.  military  came  to  Sun- 
unu's  rescue.  For  a  nominal  fee, 
he  enjoyed  the  use  of  govern- 
ment jets — at  a  cost  to  taxpayers 
of  $615,000— to  attend  political 
and  personal  functions  in  New 
Hampshire,  to  view  the  Indianap- 
olis 500,  to  schuss  down  the  Colo- 
rado slopes,  and  even  to  visit  his 
dentist  in  Boston.  President 
Bush  has  clipped  the  wings  of  his  so- 
journing top  aide  by  restricting  all  White 
House  travel.  And  the  Office  of  Govern- 
ment Ethics  is  looking  into  whether  Air 
Sununu  violated  ethics  rules. 
MEMBERS  ONLY.  But  to  sonie  extent, 
Sununu  was  only  doing  what  comes  nat- 
urally to  a  top  government  official. 
Members  of  Congress,  Presidential  ajj- 
pointees,  and  their  top  aides  can  avail 
themselves  of  a  wide  range  of  cushy 
pei'ks,  from  private  hideaways  in  beauti- 
ful vacation  spots  for  the  privileged  few, 
to  liinos  and  drivers  for  the  upper  eche- 
lons of  government,  to  cut-rate  hairstyl- 


ing  and  office  supplies  for  any  of  30,000 
people — including  4,000  reporters — who 
have  a  congressional  ID  card. 

Ask  any  member  of  Congress.  The 
first  day  on  the  job,  new  members  are 
handed  the  famous  "green  book"  detail- 
ing the  services,  benefits,  and  perqui- 
sites of  office  (table).  Need  a  workout? 
Visit  the  members-only  gym,  where  for 
$50  a  year,  lawmakers  swim,  play  bas- 
ketball, or  pump  iron.  Have  a  headache? 
Visit  the  Capitol  infirmary,  where  doc- 


ecutive  Branch  officials.  Supreme 
justices,  and  the  leaders  of  the  H 
and  Senate  get  cars  and  drivers, 
thousands  of  other  lower-level  ag' 
officials  get  chauffeured  around 
ington  when  on  "official"  business, 
as  testifying  before  Congress  or 
ing  a  lunch  date.  Some  holders  of  s 
tive  jobs,  such  as  the  Director  of  Ce 
Intelligence,  can  legitimately  claim 
security  needs  dictate  use  of  a  c 
feured  car.  The  five  members  of  th 
terstate  Commerce  Commission  ha 
harder  time  explaining  their  nee^ 
dodge  terrorists. 
FREE  PARKING.  Members  of  Congl 
can  fly  home  free  on  weekends,  tr 
abroad  at  government  expense  on 
cial  business,  arrange  vacations  thro 
the  Capitol's  private  travel  agency, 
obtain  a  passport  without  waiting  in 
with  the  rabble  at  the  passport  of 


TREATS  FOR  THE  ELITE 

If  you're  a  Cabinet  Secretary,  a  member  of 
Congress,  or  a  White  hlouse  aide,  public  ser- 
vice has  its  privileges.  Here  are  a  few: 

VACATIONS  The  Interior 
Dept.  keeps  six  secluded 
lodges  as  retreats  for  top 
officials.  For  $25  a  night 
per  person,  choices  include 
the  Grand  Tetons  and  the 
Virgin  Islands 

HAIRCUTS  AND  MORE 

On  Capitol  Hill,  insiders 
can  get  cut-rate  haircuts, 
office  supplies,  and  car 
washes.  The  National  Gal- 
lery of  Art  lends  framed  re- 
productions 

EXERCISE  If  you're  high 
up  in  the  Executive  Branch, 
you  can  ride  at  Interior's 
horse  stable.  Members 
of  Congress  have  their 
choice  of  three  v/eil- 
equipped  gyms 


THi  BRINKERHOFF  HOUSE  IN  MOOSE,  WYO. 


tors  provide  no-charge  laboratory,  X-ray, 
and  pharmaceutical  services  at  a  cost  to 
the  taxpayer  of  about  $1.5  million  a 
year.  Feeling  a  bit  shaggy?  Visit  the 
Capitol  barber  shop  and  get  a  haircut 
for  $5.  Car  dirty?  Three  bucks  buys  you 
a  hand  wash  at  the  Capitol  garage.  Need 
child  care?  A  day-care  center  is  available 
for  members  and  staff  at  prices  below 
the  going  rates. 

Transportation,  the  day's  biggest  has- 
sle for  millions  of  commuters  nation- 
wide, is  a  door-to-door  snap  for  the  most 
privileged  officials.  Cabinet  Secretaries, 
about  50  top  White  House  and  other  Ex- 


They  can  even  park  free  at  Dulles  £ 
National  Airports.  Washington's  airp 
authority  forgoes  about  $1.4  million 
parking  revenues  each  year  to  mi 
available  177  prize  spaces  for  lawm: 
ers,  U.  S.  Supreme  Court  justices,  ap 
diplomats.  "It's  a  courtesy  to  help  tb 
do  their  job,"  says  an  airport  offic 
But  all  this  convenience,  says  Robert 
Dreyfuss,  a  spokesman  for  Ralph  } 
der's  Public  Citizen  group,  "makes  me 
bers  less  responsive  to  the  concerns 
the  citizens  who  elect  them." 

Should  the  stress  of  high-powered  jc 
prove  too  much,  the  Interior  Dept.  maj 


so  BUSINESS  WEEK/JUNE  24,  1991 


[ 


INULY:  FULL  COLOR 
UUSEMIICE 


^ERmiMIINGE. 


The  magic  of  color  copying.  Plus  unmatched  Kodak  service  and 
support.  That's  performance  that  counts! 

New  Kodak  ColorEdge  1525  copier:  walkup  color  copies  with  quality  so  close 
to  the  original,  it's  hard  to  tell  the  difference.  New  Kodak  ColorEdge  1550  copier: 
complete  color  reproduction  and  image  manipulation  from  a  variety  of  hard  copy 
and  electronic  sources.  Add  the  Kodak  ColorEdge  copier-duplicator,  the  world's  fastest,  and 
there's  a  Kodak  color  copier  for  every  need.  Call  1 800255-3434,  Ext.  160. 


Performance  that  counts 


tains  six  lodges  located  in  secluded  spots 
around  the  country  for  VIP  use.  White 
House  aides,  other  senior  officials,  and 
lawmakers  can  stay  at  rustic  houses  in 
Grand  Teton  National  Park  (Wyo.),  at 
the  Cape  Hatteras  National  Seashore 
(N.  C),  in  the  woods  at  Shenandoah  Na- 
tional Park  (Va.),  and  high  atop  a  hill  on 
the  north  shore  of  St.  John's  in  the  Vir- 
gin Islands.  Rates  are  low:  about  $25  per 
person  daily.  Recent  users  include  Sena- 
tors Ted  Stevens  (R-Alaska)  and  Tom 
Harkin  (D-Iowa),  Representatives  Den- 
nis Hastert  (R-IIl.)  and  Vin  Weber  (R- 


Minn.),  and  Defense  Secretary  Dick  Che- 
ney. Interior  also  maintains  a  stable  in 
Manassas,  Va.,  where  Vice-President 
Dan  Quayle  frequently  rides. 

All  these  goodies  don't  add  up  to  more 
than  a  few  million  dollars  a  year,  hardly 
noticeable  in  Uncle  Sam's  $1.4  trillion 
budget.  And  those  who  take  advantage 
of  government  perks  defend  them  as  mi- 
nor benefits  that  hardly  begin  to  com- 
pensate for  the  personal  and  profession- 
al sacrifices  made  by  public  servants. 

Yet  these  perks  still  rankle  people 
who  live  bevond  the  Beltwav  and  must 


struggle  through  life  unsubsidized  ; 
don't  like  it  one  bit,"  says  Kansas 
(Mo.)  textile  manufacturer  Lionel  Ku 
a  leader  of  a  grass-roots  coalition 
ing  to  limit  congressional  terms.  "1  ^S' 
have  no  idea  how  angry  people  get  w  |||[ 
they  hear  about  these  perks."  If  W 
ington  officials  want  to  know  what 
that's  driving  the  term-limitation  m^ 
ment,  they  might  start  by  studying 
long  list  of  perks  available  to  them 
not  to  the  taxpayers  back  home. 

By  Paula  Dwyer,  ivith  Dougla 
Harbrecht,  in  Washington 
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we're  on  the  right  side  of  these  issui 
says  John  Shafer,  Miller's  managei  i''*'^ 
alcohol  and  consumer  issues. 

Critics  question  the  brewers'  sincei 
According  to  the  survey,  under 
drinkers  consume  an  estimated  1.1 
lion  cans  of  beer  a  year  and  gulp  d(  »^ 
357f  of  all  wine  coolers.  "Clearly, 
message  is  not  getting  across,"  assi 
Dr.  Robert  McAfee,  vice-chairman  of 
American  Medical  Assn.'s  board 
trustees.  One  reason  may  be  the  con 
ing  packaging  and  labeling  of  alc( 
content  on  products  such  as  wine  c 
ers.  "Look  at  this  promotional  pla 
bottle,"  says  Novello,  pointing  tc  ^^i 
flashy  cooler  called  Pink  Passion,  wl  ^ 
has  a  57c  alcohol  content.  "Is  there 
question  about  the  target  audience 
this  marketing'?" 

Others  believe  the  industry's  effor  N 
discourage  teen  drinking  has  been  los 
the  spate  of  upbeat  beer  ads.  "The  b 
companies  are  spending  hundreds  of 
lions  every  year  to  present  a  very  j 
tive  image  of  drinking,"  argues  Patr 
Taylor,  a  director  at  the  Center  for 
ence  in  the  Public  Interest.  "That  o\ 
whelms  all  attempts  to  talk  about 
other  side  of  the  issue." 
CUTTING  BACK?  The  brewers  say  thatJe  S 
cohol  abuse  is  being  confused  with  a' 
hoi  use,  making  the  industry  a  sea 
goat  for  everything  from  traffic  dea 
to  teenage  pregnancies.  And  they 
parents  should  take  primary  responsi 
ity  for  educating  their  teenagers  on  al 
hoi  use.  For  backing,  they  point  t( 
larger  survey  on  teen  drinking  habits 
the  University  of  Michigan,  which  S) 
gests  that  fewer  kids  are  drinking  al 
hoi  now  than  a  decade  ago.  "The  ni|M 
bers  are  still  high,"  says  Joe  Castella 
Anheuser's  vice-president  of  consuiiftrs 
awareness  and  education,  "but  they 
coming  down 

That's  little  comfort  to  the  SurgdH|| 
General.  She's  ordering  up  new  stui' 
on  the  link  between  underage  consuri 
tion  and  alcohol  marketing.  For  the 
dustry,  those  findings  may  be  even  ha|e-t( 
er  to  swallow. 

By  Julia  Flynn  Siler  in  CkicMi 


MARKETING  I 


IT  ISN'T  MILLER  TIME  YET, 
AND  THIS  BUD'S  NOT  FOR  YOU 


A  new  survey  of  underage  drinkers  has  brewers  preaching  temperance 


It's  a  rite  of  passage  for  many  Ameri- 
can teenagers.  As  they  don  their 
caps  and  gowns  in  the  summer  heat, 
many  have  already  graduated  to  beer. 
An  innocent  vice?  Not  according  to  a 
report  from  U.  S.  Surgeon  General  An- 
tonia  C.  Novello  on  the  results  of  a  sur- 
vey of  956  teens  in  eight  states.  The 
June  6  report  reached  some  alarming 
conclusions  about  alcohol  use  among  the 
under-21  crowd.  That  could  mean  big 
trouble  for  already  besieged  brewers. 

Despite  laws  that  make  it  illegal  to 
.sell  alcohol  to  minors,  10.6  million  of  the 
nation's  20.7  million  students  in  grades  7 
through  12  have  had  at  least  one  drink 
in  the  past  year.  More  than  8  million 
drink  weekly,  5.4  million  have  gone  on 
binges,  and  nearly  a  half-million  guzzle 
five  or  more  drinks  in  a  row  at  least 
once  a  week.  Novello  argues  that  atti- 
tudes on  alcohol  are  influenced  to  a 
large  degree  by  the  industry's  far-too- 
successful  marketing  efforts.  "These 
ads  may  be  a  stronger  influence  on  stu- 
dents than  they  realize,"  she  says. 
NO  FREEBIES.  That's  a  sobering  thought 
for  the  beer  industry.  Faced  with  grow- 
ing public  concern  about  drunk  driving, 
fetal  alcohol  syndrome,  and  other  possi- 
ble effects  of  alcohol  abuse,  the  brewers 
have  stepped  up  their  own  campaigns  to 
promote  responsible  drinking  and  curb 
teenage  consumption.  Anheuser-Busch 
Cos.,  the  nation's  largest  brewer,  plans 
to  spend  $20  million  this  year  of  its  esti- 
mated $260  million  ad  budget  on  its 
"Know  when  to  say  when"  campaign. 
'^)ver  the  Memorial  Day  weekend,  Philip 
Morris'  Miller  Brewing  Co.  began  airing 
•  .  0  30-second  TV  ads  cautioning  consum- 
t  r.->  to  "Think  when  you  drink."  Since 
198(x  Miller  has  tripled  spending  on  its 


PARTYING  ON  PADRE  ISLAND:  THIS  SPRING 
BREAK,  BEER  COMPANIES  KEPT  A  LOW  PROFILE 


responsible  drinking  program,  to  $8  mil- 
lion this  year. 

Even  during  spring  break,  the  peak 
period  for  the  student  six-pack  crowd, 
the  brewers  decided  not  to  display  the 
two-story  inflatable  beer  cans  or  to  hand 
out  free  samples  as  in  years  past.  In- 
stead, Miller  lined  the  roads  to  Daytona 
Beach,  Fla.,  with  cautionary  billboards 
that  read:  "Good  beer  is  properly  aged. 
You  should  be  too."  Miller  made  the 
move  after  its  own  demographic  studies 
revealed  that  many  in  the  spring  break 
crowd  were  high-school  students.  "It's 
just  good  business  sense  to  make  sure 
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"D  BY  G,  DAVID  WALLACE 

SYS' LOAD  OF  WOES 
S  HEAVIER 


rd  times  keep  coming  for 
ys.  To  settle  fraud 
^es  in  the  Justice  Dept.'s 
Wind"  defense-procure- 
,  probe,  the  Blue  Bell 
company  may  agree  to 
as  much  as  $190  milHon, 
idustry  consultant  says. 
ys  said  it  was  still  hag- 
■  over  terms,  which  could 
de  extended  payments 
forfeiture  of  profits  from 
iar  contract.  The  compa- 
jes  "little,  if  any"  impact 
s  financial  stability, 
lisys  wants  to  keep  the 
from  snarling  its  tenuous 
;  for  shrinking  its  $3.9 
n  debt.  It  announced  on 
10  it  would  sell  its  Time- 
communications-products 
for  $207  million  to  help 
iown  debt.  Even  so,  ana- 
say  Unisys  may  ask  its 
s  to  exercise  forbearance 
month,  when  the  compa- 
ould  fall  short  of  mini- 
net-worth  requirements, 
ysts  see  one  silver  lining: 
Justice  Dept.  deal  may 
the  decks  for  Unisys  to 
its  slow-growing  $2.5  bil- 
defense  segment. 


SEC  MAKES  A 
[H  FOR  DECIMALS 


e  Securities  &  Exchange 
mission  is  quietly  asking 
nation's  stock  exchanges 
her  it's  possible  to  offer 
quotes  for  U.  S.  stocks 
ecimals  rather  than  the 
jnt  system,  which  uses  in- 
ents  of  one-eighth  of  a 
r.  One  possible  advan- 
:  A  decimal  system  would 
larket  makers  narrow  the 
id  between  bid  and  asked 
es  and  thus  provide  stock 
rs  with  lower  prices. 


TH  OF  A 

CHINE-TOOL  GIANT 


e  nation's  struggling  ma- 
i-too\  industry  is  about  to 
a  new  No.  1.  On  June  7, 
lings  &  Lewis  Inc.  of 


Fond  du  Lac,  Wis.,  announced 
it  would  buy  larger  rival 
Cross  &  Trecker  of  Bloom- 
field  Hills,  Mich.,  for  $225  mil- 
lion. The  combined  company, 
with  nearly  $700  million  in 
sales,  will  likely  pass  Litton 
Industries  as  the  nation's  big- 
gest maker  of  machine  tools. 

Giddings  Chief  Executive 
Officer  William  J.  Fife  Jr. 
knows  Cross  &  Trecker  from 
his  two  years  as  president  of 
Cross's  Kearney  &  Trecker 
unit  in  the  mid-1980s.  In  con- 
trast to  persistent  losses  at 
Cross,  Giddings  has  been 
thriving  and  will  bring  disci- 
plined management  to  Cross's 
loose  collection  of  units. 


THE  BANKS  CAN'T 
WIN  'EM  ALL 


►  It  was  one  step  forward  and 
two  steps  back  for  the  bank- 
ing industry.  The  U.  S.  Second 
Circuit  Court  of  Appeals  ruled 
that  Citicorp  can  sell  insur- 
ance through  its  state-char- 
tered bank  in  Delaware,  even 
though  federally  chartered 
banks  are  prohibited  from 
selling  insurance.  If  upheld, 
the  decision  will  provide  bank 
holding  companies  entree  into 
a  line  of  business  they  have 
long  coveted. 

But  is  this  a  good  time  for 
new  ventures?  On  June  11, 
Comptroller  General  Charles 
A.  Bowsher  of  the  General 
Accounting  Office  predicted 
that  the  Bank  Insurance  Fund 
will  run  out  of  money  in  this 


THE  VIEW  ISTODI 


Aching  to  pop  over  to  Charles 
and  Diana's  for  a  spot  of  tea  on 
a  moment's  notice?  Position 
yourself  now.  There's  a  new 
apartment  building  just  across 
from  Kensington  Palace,  stomp- 
ing ground  of  the  Prince  and 
Princess  of  Wales.  Called  3a  Pal- 
ace Green,  the  building  has  20 
apartments,  priced  from  $3.4 
million  to  $23.1  million.  You'll 
get  lots  of  marble  and  high-tech 
security.  Each  apartment  also  comes  with  parking  for  two 
limos  or  four  regular  cars,  and  many  have  servants'  quarters. 

Some  cautionary  notes:  The  lower  apartments  look  onto  the 
barbed-wire-festooned  Israeli  embassy.  And  at  $23.1  million, 
the  four-bedroom  penthouse  comes  out  to  $5,362  a  square  foot, 
some  607^  more  than  the  most  expensive  apartment  now  on 
sale  at  glitzy  Trump  Tower  in  New  York.  What's  more,  if 
you're  the  tacky  sort  of  royalty  watcher,  you  will  have  to  plan 
on  providing  your  own  binoculars. 


fiscal  year.  The  same  day,  the 
Federal  Deposit  Insurance 
Corp.  said  bank  problem  loans 
are  mounting,  and  profits  will 
likely  fall  this  year. 


PENSIONS:  THE  PRICE 
OF  CARELESS  INVESTING 


►  The  Labor  Dept.  has  served 
notice  that  companies  must 
stand  behind  their  pension  in- 
vestments in  annuities.  On 
June  12,  Labor  filed  suit 
charging  that  Maxxam  and 
MagneTek  were  imprudent  in 
spending  $60  million  of  pen- 
sion money  on  annuities  is- 
sued by  Executive  Life  Insur- 
ance of  California.  Executive 


Life,  a  subsidiary  of  First  Ex- 
ecutive, was  seized  by  Califor- 
nia insurance  regulators. 

The  suit  says  the  companies 
ignored  warnings  by  an  inde- 
pendent insurance  expert  that 
Executive  Life  was  "signifi- 
cantly leveraged"  and  had  a 
weaker  ability  to  pay  claims 
than  competing  insurers.  The 
Labor  Dept.  wants  the  em- 
ployers to  make  good  on  the 
annuities  for  some  6,000  peo- 
ple. The  department  has  also 
sent  letters  to  fiduciaries  of 
other  pension  plans  asking 
them  to  take  similar  action. 


DOESJ&J  HAVE  SOME 
EXPLAINING  TO  DO? 


►  The  U.  S.  Attorney's  office 
in  Newark,  N.  J.,  is  investigat- 
ing Johnson  &  Johnson  to  de- 
termine whether  the  company 
illegally  promoted  its  popular 
acne  treatment,  Retin-A,  as  a 
wrinkle  remover.  Some  re- 
search has  indicated  that  it 
may  have  wrinkle-removing 
properties,  but  the  Food  & 
Drug  Administration  has  not 
approved  the  drug  for  such 
uses.  Johnson  &  Johnson  has 
temporarily  withdrawn  its  ap- 
plication for  expanded  use  for 
Retin-A,  saying  more  informa- 
tion is  needed.  The  company 
says  it  has  done  nothing  im- 
proper. B 
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Van  Kampen  MerriW 


Van  Kampen  Merritt  Short-Tbrm  Global  Income  Fund 


Make  The  World  Work  For  You" 


Higher  returns  on  quality,  siiort-term  investments  are 
often  found  outside  of  the  United  States.  We  can  help  you 
take  advantage  of  this  situation  with  the  new  Van  Kampen 
Merritt  Short-Term  GloVjal  Income  Fund.  It  invests  in 
high-quality,  short-term  foreign  and  domestic  securities 
denominated  in  various  currencies  from  stable  industrial 
nations.  So  you  can  diversify  your  portfolio  and  help 
reduce  your  exposure  to  fluctuations  in  L'.S.  interest  rates. 
The  result  can  be  a  more  stable  net  asset  value  than 


longer-term  global  bond  funds— and  you  can  benefit  from 
favorable  market  conditions  aU  around  the  world,  not  just  here. 

It's  a  big  world.  Turn  it  into  a  big  opportunity.  Ask  your 
investment  representative  for  a  prospectus  containing 
more  complete  information,  including  charges  and 
expenses  Or  call,  1-800-DIAL-VKM,  ext.  1105. 

Please  read  the  prospectus  carefully  before  you  in\'est  or 
send  monev. 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 


:    Investing  with  a  sense  of  direction^ 


Although  the  Fund's  net  as.set  valui.'  will  fluctuate  as  a  result  of  changes  in  currency  exchange  rates,  the  Fund  will  seek  to  minimize  these 
fluctuations  by  maintaining  a  portfolio  of  investments  that  is,  on  the  whole,  relatively  neutral  to  fluctuations  in  the  value  of  the  U.S.  dollar 
."elative  to  an  aggregate  of  the  currencies  of  major  industrialized  countries).  In  addition,  the  Fund  intends  to  engage  in  hedging  and  risk 
i  ianagement  transactions  to  seek  to  mmimize  fluctuations  in  net  asset  value  which  are  due  to  changes  in  currency  exchange  rates.  The 
!  rincipal  value  and  investment  return  of  Fund  shares  will  vary  with  market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the 
iiiuc  i)f  purchase.    and* denotes  registered  trademark  of  Van  Kiimpen  Merritt 
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EDIT  KENNEDY, 
HE  EFLON  SENATOR 


■or  the  t  two  decades,  two  Ted  Kennedys  have  loomed 
I  large  A.merican  life.  There's  Tabloid  Teddy,  whose 
every  ip  and  revel  is  a  source  of  national  titillation. 
n  there'snator  Edward  M.  Kennedy  (D-Mass.),  tireless 
ocate  oferal  causes.  Oddly  enough,  despite  Teddy  I's 
)lvementa  Palm  Beach  sex  scandal,  Teddy  II  is  alive  and 
I — and  klating  up  a  storm. 

[any  thoit  Kennedy  would  suffer  grievous  damage  from 
Mar.  SFlorida  night  of  drinking, 
ch  endfwith  rape  charges  filed 
inst  nepv  William  Kennedy  Smith, 
h  Kenm  besieged  by  paparazzi, 
ihingtonmdits  thought  the  chairman 
he  SenaLabor  i.  Human  Resources 
imittee  uld  have  to  lie  low  while  oth- 
3emocrapushed  his  pet  issues, 
istead,  hnedy  has  been  a  whirlwind 
ctivity.  has  appeared  on  talk  shows 
)romote  Democratic  health  care  pro- 
il  basecn  ideas  he  has  championed 
years,  e's  meeting  regularly  with 
cation  bretary  Lamar  Alexander  to 
't  a  coiromise  education  bill.  He  is 
key  notiator  with  Senate  Republi- 
i  on  ci'  rights  legislation.  And  he's 
isoring  bill  to  overturn  the  recent 
^•eme  Grt  decision  banning  govern- 
t-funde  family  planning  agencies  from  telling  patients 
can  se  an  abortion.  "He  and  his  staff  are  determined  to 
V  that  lis  distinguished  and  busy,"  says  a  Senate  insider, 
ennedyimains  a  force  to  reckon  with  for  several  reasons, 
dilige  in  pushing  social  welfare  legislation,  and  a  staff 
s  consjred  one  of  the  Hill's  best  always  keeps  him  well 
'ed.  H;30  years  in  the  Senate,  where  he  ranks  fifth  in 
)rity,  Ive  allowed  him  to  forge  strong  personal  ties  on 
sides  f  the  aisle.  As  a  result,  Kennedy's  colleagues  in 
■lubbysnate  are  willing  to  overlook  his  peccadilloes.  "Not 
ul  wi  vote  on  anything  based  on  what  happened  in 


KENNEDY:  LEGISLATING  UP  A  STORM 


Florida,"   says   Tom   Korologos,   a   veteran  GOP  lobbyist. 

Kennedy's  key  interest-group  supporters,  from  labor  to 
women's  groups,  may  be  dismayed  by  his  womanizing  and 
drinking,  but  they  stand  by  their  man  and  are  quick  to  sepa- 
rate the  two  Teddys.  For  years,  they  say,  Kennedy  was  the 
Senate's  sole  defender  of  women,  minorities,  and  the  poor.  His 
backers  also  cite  his  role  in  legislation  on  child  care,  the 
disabled,  job  training,  and  drug-abuse  prevention.  "His  advoca- 
cy is  so  valuable  that  it  more  than  makes 
up  for  any  concerns  about  his  private  life," 
says  Democratic  activist  Ann  Lewis. 

Although  Kennedy's  Presidential  hopes 
never  recovered  from  the  1969  Chappa- 
quiddick  tragedy,  he  has  danced  away 
from  other  episodes  that  might  have 
doomed  a  lesser  politician.  And  unlike  1988 
Presidential  candidate  Gary  Hart,  whose 
career  was  destroyed  when  he  was  caught 
in  an  extramarital  affair,  Kennedy  has 
never  concealed  his  hard-drinking,  lusty 
lifestyle.  "Kennedy  never  claimed  that  his 
opinion  mattered  because  he  had  higher 
moral  integrity  than  anyone  else,"  says 
Roger  Graver,  a  direct-mail  fund-raiser 
who  says  Teddy's  name  on  a  mailing  can 
still  set  the  cash  registers  ringing  for  liber- 
al causes. 

He  can  bring  in  the  money  for  conservative  causes,  too. 
Kennedy's  latest  imbroglio  has  helped  the  right  wing  revive 
his  bogeyman  image.  "President  Bush  could  advance  his  agen- 
da if  he  wanted  to  bash  Kennedy — not  in  a  personal  way,  but 
as  a  personification  of  everything  wrong  with  the  liberals," 
says  conservative  activist  Richard  Viguerie. 

As  for  Massachusetts  voters,  post-Palm  Beach  polls  show 
virtually  no  falloff  in  support  for  their  hero,  who  plans  to  seek 
a  sixth  term  in  1994.  That  means  Kennedy  can  probably  go  on 
practicing  his  work-hard,  play-hard  credo  for  years  to  come. 

By  Susan  B.  Garland.  witJi  Douglas  Harbrecht 


ITALVIAPUPI 


Hli  OLITICS 


|emoats  may  be  reluctant  to 
'juni]  into  the  1992  Presidential 
3,  buthe  quasi-candidates  are  put- 
:  theiifund-raising  lines  out.  In  an 
y  cate  show,  impac,  a  group  of 
ieratito-conservative  Democratic 
cats  Id  by  Maryland  developer  Na- 
1  Larow,  looked  over  the  hopefuls 
mid-Jne.  Former  Massachusetts 
ator  'aul  Tsongas,  the  only  de- 
ed cndidate,  showed  up.  So  did 
ator  >m  Harkin,  who  has  hinted 
nay  ni  in  his  home-state  Iowa  cau- 
!S.  Smitor  Al  Gore  of  Tennessee, 
se  brie'  1988  run  was  funded  main- 
y  IMP.\<,  reluctantly  agreed  to  stop 


by.  Meanwhile,  big-time  fund-raiser 
Pamela  Harriman  has  picked  her  early 
favorite.  In  what  may  be  a  demonstra- 
tion of  big-money  solidarity,  she's  lean- 
ing toward  West  Virginia  Senator  John 
D.  Rockefeller  IV. 

THE  WHITE  HOUSE  

Edward  M.  Rogers  Jr.,  a  top  deputy 
to  Chief  of  Staff  John  H.  Sununu, 
planned  to  leave  the  White  House  in 
January  but  now  hopes  to  depart  by 
late  summer.  He  won't  go  far,  howev- 
er. Rogers  is  teaming  up  with  GOP 
strategist  Haley  Barbour  in  a  consult- 
ing firm  that's  expected  to  plot  Presi- 
dent Bush's  Southern  strategy  in  his 
1992  reelection  campaign. 


THE  ECOHOMY 


The  White  House  is  looking  for 
some  downbeat  corporate  chief  ex- 
ecutives to  scare  the  President.  Sun- 
unu, Budget  Director  Richard  G.  Dar- 
man,  and  Housing  &  Urban 
Development  Secretary  Jack  F.  Kemp 
fret  that  a  weak  economic  recovery 
might  sputter  out  in  1992.  So  they 
want  some  private-sector  bigwigs  to 
drop  by  for  tete-a-tetes  with  Bush.  The 
aides  hope  the  President  will  respond 
by  putting  new  pressure  on  the  Feder- 
al Reserve  Board  to  loosen  credit.  Al- 
though Treasury  Secretary  Nicholas  F. 
Brady  has  often  criticized  the  Fed,  he's 
cool  to  the  new  scheme. 


3T0N  OlilLOOK 
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SOVIET  UNION  I 


'BORIS 
IS  OURS' 


Russia's  fragile  hopes  for  revival  are  riding  on  Yeltsin 


o 


utside  the  concrete  hulk  known 
as  the  Cosmos  movie  house  in 
Sverdlovsk,  a  gritty  Russian  in- 
dustrial city  900  miles  east  of  Moscow, 
thousands  of  people  stomp  and  cheer.  As 
their  favorite  son  and  leading  candidate 
for  the  presidency  of  Russia,  Boris  N. 
Yeltsin,  approaches,  the  crowd  roars  in 
crescendo:  "Yeltsin,  Yeltsin,  Yeltsin." 
Billowing  red-and-white  banners  pro- 
claim "Boris  is  Ours"  and  "Yeltsin 
Means  Russian  Revival." 

But  then  the  mood  suddenly  becomes 
nasty.  A  handful  of  workers  hoist  signs 
favoring  Yeltsin's  main  opponent  in  the 
election,  former  Soviet  Prime  Minister 
Nikolai  I.  Ryzhkov,  a  symbol  of  the  re- 
viled central  Communist  government  in 
Moscow.  "You  sold  yourself  for  a  piece 
of  sausage,"  Yeltsin  backers  scream  at 
them.  "Go  back  to  Moscow." 
REMARKABLE  TWIST.  Emotions  are  run- 
ning high  in  Sverdlovsk,  which  domi- 
nates the  huge  and  formerly  off-limits 
defense  industry  area  in  the  Ural  Moun- 
tains. This  city  of  1.5  million  in  the  mid- 
dle of  Russia's  heartland  is  the  home 
turf  of  Yeltsin,  the  beefy  onetime  boxer 
who  was  its  Communist  Party  boss  only 
six  years  ago. 

Now,  in  a  remarkable  twist  of  history, 
Yeltsin,  no  longer  a  Communist,  is 
poised  to  become  Russia's  first-ever 
popularly  elected  President,  the  clear 
favorite  in  elections  held  on  June  12. 
The  mandate  he  is  winning  from  the 
voters  of  the  nation's  richest  and 
most  populous  republic  will  give  him 
additional  clout  in  his  long-standing 
rivalry  with  Soviet  President  Mikhail 
Gorbachev,  who  is  viewed  by  many 
as  a  has-been  clinging  to  power. 

Now,  Yeltsin  will  be  virtually  the 
l)olitical  equal  of  Gorbachev — and 
better  positioned  to  push  his  still-un- 
tested agenda  for  turning  the  trou- 
bled country  from  a  Communist 
I  state  into  a  democratic  federation. 
That  is  a  tremendous  challenge.  Un- 
til now,  much  of  Yeltsin's  popularity 
has  come  from  criticizing  Gorbachev 
for  failing  to  deliver  on  his  pledges 
duriiig   six   years   of  perestroika. 


Now,  Yeltsin  will  have  to  prove  that  he 
can  fix  a  moribund  economy. 

Sverdlovsk  epitomizes  the  industrial 
collapse  spreading  across  Russia  and  the 
Soviet  Union.  The  air  over  the  city  hangs 
heavy  with  pollution  from  military  fac- 
tories. Shielded  by  ubiquitous  green 
fences,  the  plants  churn  out  ballistic  mis- 
siles long  aimed  at  the  U.  S.  and  West- 
ern Europe,  as  well  as  tanks  and  explo- 
sives. An  estimated  807"  of  the  city's 
industrial  production  is  for  the  Soviet 
military — which  is  why  foreign  journal- 
ists were  only  recently  allowed  to  visit. 
MEAGER  RATIONS.  Workers  at  Sverd- 
lovsk's defense  plants  used  to  hold  privi- 
leged positions.  Not  anymore.  Many  now 
work  part-time,  because  defense  orders 
have  plunged  as  arms-control  agree- 
ments take  hold.  At  the  same  time,  the 
central  planning  in  Moscow  that  once 
provided  them  with  plenty  of  food  has 
broken  down.  Now,  workers  stand  in 
line  for  hours  to  buy  meager  monthly 
rations.  This  has  fueled  utter  contempt 
for  73  years  of  Communist  rule  and  gen- 
erated more  support  than  ever  for  Yelt- 
sin. "He  wants  to  throw  out  the  Commu- 
nists," says  Vitaly  Kirillin,  a  local  truck 
driver.  "He's  got  my  vote." 

Sverdlovsk,  like  most  of  Russia,  is 
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counting  on  Yeltsin  to  ushen  vozroz,  s  lo 
denye,  or  "revival."  Once  eted  Pres  m 
dent,  Yeltsin  says,  he  will  ive  rapid  »( 
to  shore  up  the  imploding  Rsian  eco:  im 
omy  with  an  aim  toward  stang  a  tun  sth 
around  by  the  end  of  1992.  ]  wants  1  ite 
privatize  billions  of  rubles  worth  ( 'ii 
state-owned  factories  and  enurage  ei  «pi 
trepreneurship  by  offering  ix  breali  itrt 
and  chopping  red  tape.  ip 
To  build  up  free  wholesa  market  Hi 
Yeltsin  plans  to  form  mini-Comon  Ma  iis 
kets  around  regions  in  tj  Russia  'i; 
Republic.  He  expects  the  markel 
to  replace  Russia's  depdence  0  si., 
the  central  government.  A)ther  mj  SI 
jor  goal  is  expanding  foiign  trad  i 
ties  by  sidestepping  theproblem!  itiii 
such  as  tight  credit,  lat  hav  b 
plagued  the  Kremlin.  T  do  this  » 
Yeltsin  plans  to  use  therepublic'  tlii 
resources,  including  goldmd  othe  lai 
precious  metals,  as  collateil  for  foi  bi 
eign  bank  credits.  Sverdlo^k  just  n  [k 
ceived  a  $1.3  billion  lineof  cred  b 
from  western  banks  to  imj-ove  loci  ,' 
food  and  consumer  good  produ(  n 
tion.  He  also  wants  forei|i  cash  t  ( 
prop  up  Western  Siberii'i  rich  bu  k: 
lagging  petroleum  fields.  'For  sue  I 
projects,  Yeltsin  warts  Wester  i 
credits  of  $15  billion  to$2i)  billion 
year  (page  61). 

For  their  part,  Svedlovsk  res 
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ts  long  to  restore  the  city  to  its 
orical  role  as  the  Ural  Mountains' 
lomic  center.  But  Sverdlovsk's  de- 
dence  on  defense  presents  a  Hob- 
's choice  that  confronts  local  voters 

the  Soviet  Union  at  large.  Should 
/  stick  with  central  planning  and  de- 
36  production?  Or  should  they  try  to 
vert  to  civilian  production  as  part  of 
:ill  poorly  defined  market  economy? 
AL  BLOW.  On  the  one  hand,  Sverd- 
>k  is  the  epitome  of  a  city  that  de- 
ds  on  perpetuating  the  status 

That  was  the  objective  of  the 
eral  director  of  the  famous  Kali- 

Machinebuilding  Factory  in 
rdlovsk,  which  is  known  for  man- 
cturing  SS-20  intermediate-range 
lear  missiles.  The  director,  Alex- 
er  I.  Tizyakov,  claimed  recently 
t  he  helped  deal  the  fatal  blow  to 
radical  500-day  economic  plan  co- 
hored  by  a  Yeltsin  adviser.  He 
led  a  meeting  last  fall  with  Gor 
hev  and  other  defense  industrial 
.  They  helped  persuade  Gorba 
V  to  drop  the  plan,  which  would 
e  drastically  cut  their  budgets, 
lut  workers  at  Russia's  defense 
its  seem  far  more  willing  to  ush- 
n  fundamental  changes.  One  divi- 
1  at  the  Sverdlovsk  Electrome- 
nical  plant,  which  manufactures 
sile-guidance  and  radar  systems, 


has  converted  partly  to  making  VCRs  un- 
der a  license  from  Dutch  electronics  gi- 
ant Philips.  "We  have  the  machines  and 
technology  to  make  anything,"  says  a 
quality-control  supervisor. 

The  same  kind  of  dichotomy  can  be 
sensed  at  Uralmash,  a  sprawling  com- 
plex of  more  than  20  factories  whose 
products  range  from  roller  bearings  to 
excavators.  Ryzhkov,  Yeltsin's  chief 
election  opponent,  was  the  general  direc- 
tor of  Uralmash  for  five  years.  Today, 
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YELTSIN  WANTS  TO  FIX  THE  ECONOMY  BY  OFFERING 
TAX  BREAKS,  CUTTING  RED  TAPE,  AND  SPURRING  TRADE 


most  of  the  enterprise's  45,000  employ- 
ees stand  steadfastly  behind  Yeltsin. 
Many  want  the  complex  to  switch  from 
Moscow's  to  the  Russian  Republic's  ju- 
risdiction. That  would  make  it  easier  to 
take  the  factory  private  cjuickly  and  hold 
on  to  more  of  its  foreign  earnings.  Such 
a  scenario  terrifies  Uralmash  managers. 
They  argue  it  would  jeopardize  the  still- 
steady  stream  of  raw  materials  they  re- 
ceive under  central  planning. 

But  the  overwhelming  majority  of 
Russians  at  the  grass  roots  clearly  crave 
change,  even  if  it  plunges  them  into  the 
unknown.  Rashid  Kamusin,  a  self-made 
millionaire  and  owner  of  a  sprawling 
conglomerate  of  shoe,  clothing,  and  fur 
factories  and  stores  in  several  Russian 
cities,  is  fed  up  with  six  years  of  Gorba- 
chev's stop-and-start  reforms.  'Yeltsin  is 
my  only  hope,"  he  says.  "If  Yeltsin 
loses,  I  lose." 

'DEMOCRAT  BY  POLICY.'  But  such  expec- 
tations also  create  blind  spots.  Yeltsin's 
authoritative  manner  troubles  some  of 
his  more  democratic  supporters.  As 
Communist  boss  in  Sverdlovsk  in  the 
early  1980s,  Yeltsin  developed  a  reputa- 
tion for  insensitivity.  Even  some  mem- 
bers of  his  own  government  worry  that 
he  depends  too  much  on  his  advisers. 
"Yeltsin  is  like  the  figurehead  at  the 
bow  of  the  ship,"  says  a  high  Russian 
government  official. 

More  ominously,  liberal  intellectuals 
worry  that  Yeltsin's  embrace  of  democ- 
racy may  amount  to  simple  political  ex- 
pediency. "Yeltsin  is  not  a  democrat  by 
nature,  he  is  a  democrat  by  policy," 
warns  Yuri  Levada,  deputy  director  of 
Moscow's  National  Public  Opinion  Re- 
search Center. 

But  in  the  end,  the  June  elections 
were  about  far  more  than  naming  a  new 
Russian  leader.  They  represented  a  cru- 
cial chance  for  Russians  to  revive  their 
own  "national"  identity  and  reestablish 
independence  in  spheres  from  economics 
to  foreign  policy  and  trade.  Yeltsin 
insists  that  Russia  will  remain  in  a 
redefined  Soviet  Union. 

Perhaps.  But  his  first  order  of 
business  after  the  election  will  be  to 
secure  a  new  union  treaty  with  the 
Kremlin  and  eight  other  Soviet  re- 
publics. According  to  the  pact,  Gor- 
bachev will  retain  an  important  role. 
But  much  of  his  power  will  be  trans- 
ferred to  the  republics.  And  even 
though  Gorbachev  enjoys  a  glamor- 
ous global  profile  by  jetting  to  Oslo 
to  pick  up  his  Nobel  prize  or  to  Lon- 
don to  confer  with  world  leaders,  do- 
mestically he  has  already  lost  the 
battle  for  the  Russian  soul.  To  many 
Russians,  Yeltsin,  for  all  of  his  im- 
perfections, represents  the  last  glim- 
mer of  hope. 

By  Igor  Reichlin  in  Sverdlovsk  and 
Rose  Brady  in  Moscow 
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WHEN  IN  JAPAN,  RECRUIT 

AS  THE  JAPANESE  DO— AGGRESSIVELY 


Western  companies  are  luring  more  local  grads.  especially  women 


ms 


lot  so  long  ago.  Western  compa- 
I  nies  in  Japan  had  lo  settle  for 
second  best  when  it  came  to  hir- 
college  gi-aduates.  The  Japanese 
\iewed  foreign  employers  as  unstable, 
unfamiliar,  and  unprestigious.  Nor  were 
Westernei-s  helping  theii-  own  cause. 
They  wi-ongly  equated  English  fluency 
with  managerial  acumen,  and  few  both- 
ered to  promote  theii-  images  on  campus 
or  to  cultivate  professors  and  parents, 
who  influence  students'  job  choices. 

But  as  this  year's  recruiting  season 
shifts  into  high  gear.  Western  compa- 
nies in  labor-short  Japan  are  emerging 
as  serious  contendei-s.  atti-acting  top- 
drawer  talent  in  record  numbei-s.  Chang- 
ing Japanese  attitudes  and  savvier  re 
cruiting  practices  are  the  difference.  The 
fact  that  foreign  employei-s  pay  10""^ 
more  than  Japanese  companies,  on  aver- 
age, is  a  factor.  But  shorter  working 
hours,  more  flexibility",  and  merit-based 
I  promotions — all  features  less  common  to 
'  Japanese  corporations — are  even  more 
'  of  a  draw.  In  a  recent  sui^ey  of  stu- 
dents at  leading  universities.  Pi-ofessor 
Yasuo  Suwa  of  Tokyo's  Hosei  Universi- 
ty found  that  a  sui-prising  7.7""^  made 
foreign  companies  their  fii-st  choice. 
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The  more  Western  companies  succeed 
at  landing  top  Japanese  talent,  the  bet- 
ter their  chances  of  breaking  into  the 
often-bewildering  Japanese  market.  And 
the  need  to  reciniit  well  keeps  gi-owing. 
Says  Rick  Smith,  a  managing  director  at 
Nippon  Motorola  Ltd.:  "It's  a  No.  1  issue 
all  the  time.  It's  the  one  factor  that 
could  keep  us  from  being  competitive  1.5 
yeai*s  from  now."'  Some  U.  S.  companies 
ai-e  riding  especially  high.  Digital  Equip- 
ment Coi-p.  Japan,  which  opened  shop  in 
1970  and  hii-ed  its  first  new  gi-aduate  in 
1980.  last  year  hii-ed  295  new  gi-ads.  This 
year,  its  graduate  hires  totaled  400. 

Foreign  companies  actually  lead  the 
Japanese  in  one  category":  hii-ing  women. 
In  a  recent  sun"ey.  the  American  Cham- 
ber of  Commerce  found  that  35  of  the 
110  respondents  said  half  or  more  of 


'The  t^-pical  student  receives 
the  equivalent  of  half  a  cord  of 
wood  in  recmilment 
materials' 


their  1990  college-graduate  hires  v 
women.  Japanese  women  are  more 
posed  toward  Western  companies 
are  men.  because  women  are  less  af 
of  using  English  and  they  see  a  bro; 
scope  of  I'esponsibilitj"  and  advancem 
But  now.  as  Japan's  society  gi"ays 
the  work  force  shrinks.  Japanese  con 
Flies  are  beginning  to  woo  women, 
CAN  IT.  To  win  new  hu'es,  U.  S.  con 
nies  are  using  innovative  tactics.  Getl 
prospects'  attention  is  a  challenge: 
t}."pical  student  receives  the  equiva 
of  half  a  cord  of  wood  in  recruitnr 
materials."  says  Bill  O'Xeill,  Motoi 
Inc.'s  regional  director  for  internati( 
staffing.  So  O'Xeill  packaged  his  pitc 
a  tail  aluminum  can.  "There's  no 
you  can  stack  anything  on  top  of  it,' 
'■  'jitles.  The  result:  About  half  of 
jj.OOO  electrical  engineering  majors 
received  the  can  sent  for  more  infor 
tion.  At  Motorola's  Japan  unit,  an  en 
level  engineer  makes  a  base  salaiy 
S15.000.  but  annual  bonuses  and  hous 
and  u-anspoitation  allowances  ne 
double  the  total  package. 

To  lure  recruits.  Citicoi-p  took 
Bourse  Game,  a  foreign-exchange  sii 
lation  gamie,  to  Japan.  For  two  ye 
now.  Citibank  has  in\ited  students 
spend  a  week  in  Toky"o  playing 
game.  The  winnere  got  a  free  tiip 
Citi's  New  York  n-ading  room,  ^liile 
costly  exercise  yielded  only  one  i 
hire.  Citicoi-p  says  it  has  helped  bo 
the  company's  reputation  and  pro: 
among  students. 

Small  American  companies  new  to 
pan  often  can't  afford  such  sQ-ateg  tf 
but  they  can  be  resourceful.  Jeff 
Lewis,  general  manager  of  23-perj 
WordPerfect  Japan,  doesn't  have  a 
mal  reci-uiting  progi^am.  But  %Kith  an 
to  attracting  hip  young  staffers  for 
software  company.  Lewis  planted  his 
kyo  headquarters  in  the  u-endy  but  n 
tively  undei-priced  Daikanyama  neij 
borhood  on  the  fringe  of  cent 
Tokyo — akin  to  London's  King's  Road 
Los  Angeles'  Brentwood.  "They 
proud  to  tell  their  family  and  frier 
what  pan  of  town  they  work  in,"  Le 
says  of  his  employees. 

To  be  sure,  reciniiting  remains  a  ma 
challenge  for  most  Westerners  in  Jap: 
Chamber  of  Commerce  membere  rece 
ly  listed  staffing  as  theii-  second-bigg( 
problem,  next  to  the  cost  of  domg  bu 
ness.  With  143  jobs  available  for  eve 
ILKJ  seekers,  the  labor  crunch  has  comjl 
nies  scrambhng.  Some  Japanese  empk 
ei*s  even  in\ite  prospects  to  Hawaii 
hear  theii-  pitch.  Keeping  up  is  tough  i 
the  Westerners.  But  they're  leami, 
that  there  are  many  young  Japane 
just  ripe  for  the  picking. 

By  Robert  Xeff  in  Tok 
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AIRBORNE  EXPRESS 

CHOSE  HYUNDAI  PCs 

FOR  THE  LONG  HAUL 


THEY  KNEW  WE  COULD  DELIVER  THE  GOODS. 


Airborne  Express."  the  world's 
stest  growing  overnight  air 
press  company,  had  strong  ideas 
)0ut  what  they  needed  when  it 
ime  to  PCs. 

After  examining  different  sys- 
ms  to  see  how  they  weighed  up. 
mndai'  came  through  with  flying 
dors.  Airborne  installed  Hyundai 
^s  at  their  central  sorting  facility 
id  specified  them  for  the  Libra  II 
lipping  system  they  offer  to  high- 
ilume  users. 

Hyundai  has  the  broadest  line 
PC-compatible  computers  and 
jripherais  available.  From  power- 
I  desktop  machines  to  the  latest 
)rtables.AII  competitively  priced 
id  available  from  a  first-class. 
Jtionwide  network  of  dealers. 
For  information  systems  for  the 
ng  haul,  call  on  Hyundai.  Airborne 
(press  did.  Hyundai  Electronics 
nerica.  166  Baypointe  Parkway, 
an  Jose.  CA  95134 


REMARKABLY, 

AT  148  YEARS  OF  AGE, 

WE'RE  STILL  GROWING. 


\  C  iennings  Mwiudf  ()/ 


Remarkable  perhaps,  but 
not  entirely  surprising. 
Because  from  our 
inception  in  1843, 
Mutual  Of  New  York 
has  demonstrated  an 
unparalleled  combina- 
tion of  inno\-ati\-e 
thinking  and  prudent 
.veu'Vork  Agfnt  1867    investment  practices. 
A  wav  of  doing  business  that  has  kept 
Mutual  Of  New  York  a  step  ahead  of  history 
and  a  step  above  the  ever  changing  eco- 
nomic climate.  And  one  that  has  allowed 
us  to  measure  each  of  our  148  years  of 
growth  with  a  unique  vardstick:  a  di\  idend 
check  for  our  clients. 

GROWING  WITHOL'TTHE  PAINS. 

.Ar  .Miuiuz/  0/  .\eu' York,  the  securitv  of  our 
clients'  financial  future  is  the  singular  moti- 
vation in  each  of  our  business  de 
cisions.  A  deliberate  yet  effective 
strategy  that  last  year  saw  our 
life  insurance  in  force  increase 
8.5%  to  $67  billion.  Our  assets 
under  management  grew  6%  to 
S2  3.1  billic^n.  And  our  revenues 
were  up  6%  to  $4.6  billion. 


MOW  FOR  LIFE    FOR  PEOPLE 
W  H  O  \X  .A  N  T  T  O  ENJOY  LIFE  WHILE 
THEY'RE  STILL  .AROL'NDTO  DO  IT. 

148  years  ago.  Mutual  Of  New  York  pioneered 
a  philosophv  we  call  MON  Y  for  Life.  Sim- 
ply put,  we  believe  that  you  and  vour  family 
deserve  a  lot  more  out  of  an  insurance 
company  than  a  benefit  when  you  die.  A 
philosophv  so  uni\er- 
sally  accepted  by  our 
policyholders  that  last 
vear  we  found  that 
70%  of  our  new  sales 
came  from  existing 
clients  and  people 
thev  referred  to  us. 

If  you  don't  know  a  Mutual  Of  New 
York  client,  speak  to  one  of  our  uniquelv 
qualified  Career  Agents  or  Pension  Fund 
Represet^tati\es.  Since  the  overwhelming 
majority  of  them  are  also  MONY'  policy- 
holders, you'll  find  them  more 
than  eager  to  provide  you  and 
vour  family  all  the  protection 
and  security  that  a  Mutual  Of 
New  York  Life  Insurance  Policy 
has  offered  their  own. 

For  more  information,  call 
us  at  1-800-473-6669. 


Mutual  Of  New  York 
mony  for  life 


©OOI  The  Vluiu.il  Li/e  Insurance  Company  o/.Vu' York.  1740  Broadway.  NY  ,  N  Y  /OOI<J  Imeftmentlnoducts  offered  through  \tOSI\'  SecuriiieiCorp  .  Member  .VASD.  SfPC 
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EDITED  BY  JOHN  PEARSON 


USH'S  NOT-SO-GRAND  PLAN 
)R  SOVIET  AID 


^■onsense."  "Preposterous."  Senior  Washington  offi- 
AHcials  have  been  heaping  scorn  on  a  joint  Soviet-Har- 
i^Hvard  University  proposal  for  massive  Western  aid  to 
)ort  Soviet  reforms.  Actually,  President  Bush  shares  the 
:  thesis  of  the  document,  scheduled  to  be  completed  in 
June:  that  helping  the  Soviets  shift  to  a  free  market  and 
ocracy  is  in  the  West's  strategic  interest.  But  pooh-pooh- 
an  ambitious  reform-for-aid  bargain  "makes  it  politically 
ir  for  the  President  to  move  on  the  modest  aid  package  he 
in  mind,"  an  Administration  official  confides, 
sspite  a  year  of  Soviet  political  and 
omic  zigzags.  Bush's  desire  to  ex- 
1  ties  with  Moscow  hasn't  abated, 
ough  tortuous  talks  on  nuclear- 
oons  cuts  continue,  the  main  focus 
1  now  on  will  be  on  economic  links. 
June  11,  the  White  House  an- 
iced  the  first  plank  in  a  Soviet  aid 
:age  of  technical  assistance,  trade 
ifits,  and  credits  that  Bush  has 
I  quietly  shaping.  It  provides  for 

billion  in  U.  S.  guarantees  for 
n  export  credits  over  nine  months. 

STINGY?  When  President  Mikhail 
3achev  meets  with  Group  of  Seven 
ers  in  London  following  their  July 
1  summit.  Bush  will  try  to  enlist 
tern  support  for  a  bare-bones  version  of  the  "grand  bar- 
"  drawn  up  by  Grigori  A.  Yavlinsky,  a  Gorbachev  econom- 
iviser,  and  Graham  T.  Allison,  a  professor  at  Harvard's 
1  F.  Kennedy  School  of  Government.  "We  would  entertain 
ific  requests  to  help  solve  specific  problems,  but  the  onus 
Id  be  on  the  Soviets  to  come  to  us  with  detailed  pro- 
ns,"  says  an  Administration  official.  Possibilities  include 
backing  for  a  stabilization  fund  to  smooth  convertibility  of 
ruble  or  a  plan  to  modernize  the  Soviet  energy  industry. 
)r  some  Europeans,  Bush's  strategy  is  too  cautious.  Ger- 
y,  which  already  has  earmarked  $10.7  billion  in  official  aid 


STRAUSS  (CENTER):  WELL-EQUIPPED  TO  INTERPRET 
U.S.  POLITICS  FOR  THE  SOVIETS 


for  the  Soviets,  has  been  chiding  allies  for  being  too  stingy.  At 
home,  though,  even  Bush's  one-step-at-a-time  approach  may 
stir  resistance.  At  a  recent  Cabinet  meeting.  Budget  Director 
Richard  G.  Darman  argued  that  the  U.  S.  should  do  little  for 
the  Soviets.  And  David  C.  Mulford,  the  Treasury's  Under 
Secretary  for  International  Affairs,  initially  opposed  Bush's 
plan  to  give  Moscow  associate  membership  in  the  International 
Monetary  Fund.  Such  status,  Mulford  fears,  would  be  a  fast 
track  to  full  membership  and  a  pipeline  into  IMF  funds,  al- 
though IMF  rules  admit  only  countries  with  market  economies. 

Bush's  plan  to  grant  the  Soviets 
most-favored-nation  trade  status  is  also 
under  fire  from  conservative  Republi- 
cans and  prominent  Democrats  alike.  It 
would  pave  the  way  for  action  by  Con- 
gress to  authorize  more  Export-Import 
Bank  credits  to  the  Soviets  and  give 
them  access  to  U.  S.  capital  markets. 

To  smooth  the  way  for  the  new  era 
in  U.  S.-Soviet  relations,  both  on  Capi- 
tol Hill  and  in  Moscow,  Bush  is  count- 
ing on  old  friend  Robert  S.  Strauss,  his 
new  appointee  as  ambassador  to  Mos- 
cow. Strauss,  a  high-powered  lawyer/ 
lobbyist  and  former  trade  negotiator,  is 
well  equipped  to  explain  to  the  Soviets 
how  to  attract  foreign  investment.  He 
is  a  director  of  Archer-Daniels-Midland  Co.,  which  has  been 
negotiating  agribusiness  ventures  in  the  Soviet  Union,  and  his 
law  firm  lobbies  for  oil  producers  and  other  companies.  He  will 
have  to  sever  such  ties.  But  as  the  ultimate  Washington  insid- 
er, he  should  be  able  to  interpret  Capitol  Hill  politics  for  the 
Soviets  with  a  fluency  no  career  diplomat  could  muster. 

Although  still  a  military  superpower,  the  Soviets  are  becom- 
ing a  U.  S.  aid  client  as  well  as  a  trading  partner.  In  doing  so, 
they're  starting  to  interact  with  the  U.  S.,  economically  and 
politically,  in  ways  unimaginable  during  the  cold  war. 

By  Amy  Borrus  in  Washington,  with  bureau  reports 
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■he  opposition  Social  Democratic 
Party  is  giving  Chancellor  Helmut 
hi  some  new  political  headaches, 
e  socialists  recently  won  control  of 
;  Bundesrat,  Parliament's  upper 
use.  They  are  now  challenging  Kohl 
radically  changing  key  government 
;islation  already  passed  by  the  Bun- 
stag,  or  lower  house, 
rhe  socialists  have  pushed  through  a 
I  to  give  German  states  a  bigger  role 
the  Bundesbank  despite  opposition 
»m  both  the  bank  and  the  govern- 
!nt.  Now,  they  have  ensnared  Kohl's 
)1  budget.  Unless  the  houses  com- 
Dmise  soon.  Kohl  will  have  to  sus- 


pend a  7.5%,  across-the-board  income- 
tax  surcharge  and  a  package  of 
investment  incentives  for  east  Germa- 
ny, both  scheduled  to  start  on  July  1. 
Bundesrat  socialists  seem  determined 
to  color  the  measures  pink.  They  want 
to  exempt  individuals  earning  less  than 
$34,000  from  the  surcharge,  for  exam- 
ple— but  impose  it  for  three  years  in- 
stead of  one  on  higher-income  earners. 

YUCOSIAVIA  

To  head  off  a  breakup  of  Yugosla- 
via, presidents  of  the  federation's 
six  feuding  republics  agreed  at  a  June 
6  summit  to  try  to  form  a  looser  con- 
federation. But  Slovenia,  the  most 
prosperous  republic,  still  plans  to  de- 


clare independence  on  June  26.  Its  par- 
liament is  already  enacting  laws  to  set 
up  Slovenia's  own  central  bank  and 
army,  although  it  will  delay  plans  to 
issue  its  own  passports  and  currency. 

Independence  for  Slovenia,  which 
borders  on  Italy,  Austria,  and  Hunga- 
ry, will  crimp  Yugoslavia's  finances  be- 
cause Slovenia  generates  35%  of  the 
federation's  hard-currency  exports. 
Rising  protectionism  in  other  republics 
has  already  caused  food  processor  Ko- 
linska,  a  Nestle  licensee,  to  turn  to  sup- 
pliers in  other  countries.  But  Slovenia's 
loss  of  Yugoslav  trade  is  being  off- 
set by  investments  from  Austria  in 
ventures  from  oil  refining  to  paper 
and  pulp. 
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Social  Issues 


MEET  DU  FONT'S 
'IN-HOUSE  CONSCIENCE' 


Faith  Wohl  has  helped  make  the  company  'family-friendly' 


Faith  A.  Wohl  doesn't  come  across 
as  an  agitator.  The  gracious,  gray- 
haired  Du  Pont  Co.  executive  is  a 
55-year-old  grandmother  of  six  (soon  to 
be  seven)  whose  idea  of  relaxation  is 
grocery  shopping  and  visits  to  the  li- 
brary on  weekends.  Wohl  is  also  a  pas- 
sionate advocate  of  pro-family  policies — 
and  Du  Font's  "in-house  conscience," 
says  Nicholas  Pappas,  a  recently  retired 
executive  vice-president.  Under  her  prod- 
ding, once-staid  Du  Pont  is  turning  into 
a  corporate  ground-breaker  that  helps 
its  employees  balance  family  life  and 
careers. 

In  the  past  three  years,  the  company 
has  paid  out  $1.5  million  to  build  and 
renovate  child-care  centers  near  its  ma- 
jor work  sites  around  the  country.  In  its 
home  base  in  Wilmington,  Del,  it  spent 
$250,000  and  enlisted  top  executives  to 
set  up  Child  Care  Connection,  a  state- 
wide day-care  referral  service  that's 
used  by  75  companies.  Du  Pont  now  of- 
fers a  generous  and  pacesetting  leave 
policy  for  birth,  adoption,  or  a  relative's 
illness — six  months  of  unpaid  time  off, 
with  full  benefits,  on  top  of  six  weeks' 
paid  time  )ff.  That's  twice  the  unpaid 
leave  recommended  by  the  current  fam- 
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ily-leave  bills  pending  in  Congress.  In 
such  family-friendly  policies,  Du  Pont  is 
clearly  "one  of  the  leaders,"  says  Arlene 
A.  Johnson,  program  director  for  work- 
force research  at  the  Conference  Board. 

Give  some  of  the  credit  to  Wohl,  who 
operates  under  the  clunky  title  of  "direc- 
tor of  work  force  partnering."  She  rep- 
resents one  of  a  new  breed  of  special- 
ists— also  known  as  work-family 
coordinators — cropping  up  at  corpora- 
tions around  the  country.  Their  job  is  to 


A  CHANGING 
WORK  rORCE 


WOMEN  AND  MINORITIES  AS  SHARE  OF  DU  PONfS: 


□  total  U.S. 
WORK  FORCE 


I  WHITE-COLLAR 
WORK  FORCE 


▲  PERCENT 


champion  programs  that  address 
ployees'  personal  and  social  concerr  ^(^ 
issues  that,  if  not  strictly  job-related, 
nevertheless  pose  workplace  proble 
At  Du  Pont,  Wohl's  19-person  staff  r 
rape-prevention  and  sexual  harassm 
programs.  It  also  sponsors  three- 
workshops  that  teach  employees  hov 
confront  their  biases  about  race 
gender. 

Closest  to  Wohl's  heart,  however, 
the  company's  family-oriented  activit 
such  as  job-sharing  for  working  moth 
or  the  new  Flying  Colors  program.  1 
ing  Colors  offers  grants  to  day-care  { 
viders  that  upgrade  their  services 
yond  those  that  meet  the  minimum  le 
requirements. 

Wohl  herself  could  have  benefi 
from  some  corporate-sponsored  day  c 
when  she  began  her  career  with 
Pont  18  years  ago.  Accepting  that  pi 
tion  in  public  relations  meant  mov 
her  family  to  Wilmington  from  Long 
land,  N.  Y. — with  no  opening  for  Wol 
husband,  Howard.  He  is  17  years  ol 
than  Faith,  and — after  assessing  th 
options — decided  to  be  a  stay-at-ho 
dad  for  their  three  children,  coolly  fig 
ing  that  her  career  had  more  mile: 
than  his.  It  was  a  move  that  made  h 
one  of  the  early  Daddy  Trackers. 
persuasive:  Wohl  zipped  through  ' 
assignments  in  public  relations,  incl 
ing  preparing  the  $40  billion  compan 
annual  report  and  working  as  the  st 
executive  on  Du  Font's  high-profile  af 
mative-action  committee.  It  was  in  l^ 
that  she  was  recruited  to  the  mos 
male  human-resources  department 

Although  she  has  only  been  on  the  j 
three  years,  her  programs  already 
press  the  rank  and  file.  "I'm  seei 
more  change  every  day — I  think 
whole  mindset  is  different,"  says  sec 
tary  Dorothy  A.  Morley.  Morley  shoi 
know.  She  worked  at  Du  Pont  from  1£ 
to  1973,  rejoining  the  company  in  Jar 
ary  after  hearing  Wohl  discuss 
grams  for  elderly  care  and  "the  n( 
Du  Pont"  at  a  conference. 

Wohl's  style  is  to  persuade  rath 
than  confront.  Her  feelings  may  be  p; 
sionate,  but  her  presentations  are  cli 
cal,  filled  with  the  statistics  so  dear 
Du  Pont  management.  At  the  heart 
Wohl's  research:  surveys  of  compa; 
employees  around  the  U.  S.  One  rece' 
scan  of  8,500  Du  Ponters  found  that  5( 
of  the  company's  male  employees  fav 
flexible  work  hours,  up  from  37%  fi 
years  ago  (and  compared  with  76% 
women  favoring  the  option).  Anoth 
surprising  finding:  40%  of  Du  Font  mi 
had  considered  moving  to  another  ei 
ployer  in  order  to  get  more  job-sched( 
ing  flexibility,  up  from  25%  three  yea 


SOCIAL  iss 


"When  I  joined  UCLA  Mail 
Services,  our  equipment  .3. 
was  obsolete,  employees 
were  demoralized,  and 
managers  were  frustrated. 
And  1  was  faced  with  the 
job  of  handling  42  million 
pieces  of  mail  a  year.  So 
something  had  to  be  done 
right  away." 

■|  called  Pitney  Bowes... 
and  they  went  right  to  work. 
They  had  new  mailing 
machines  installed  and  our 
people  trained  in  no  time." 

"Today,  we  process 
double  the  volume  of 
outgoing  mail  as  in  the  past. 
Not  only  have  we  improved 
morale  tremendously, 
we've  saved  money  for  the 
university." 

"Pitney  Bowes  listens  to 
its  customers...!  know  they 
listen  to  me.  And  if  I  do 
have  a  problem,  their  service 
people  fix  it  immediately. 
It  would  be  hard  to  think  of 
going  to  another  vendor." 

At  Pitney  Bowes, 
customer  satisfaction  is  a 
commitment  that' s  at  the 
very  fiber  of  our  business. 
It  shapes  the  attitudes  and 
actions  of  oi4r  people.  And 
it's  reflected  in  the  quality 
and  reliability  of  our 
products.  What's  more, 
we  back  it  up  with  our 
Customer  Satisfaction 
Guaranteed"  For  more 
information,  call  1-800- 
MR  BOWES  ext.  1035. 


"Pitney  Bowes  helped  our 
mail  center  move  out  of  the 
dark  ages.  We  now  handle 
twice  the  volume... 
at  a  much 
lower  cost." 


Edward  Meyers 
Manager, 

UCLA  Mail  Services 
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We  build  anonymous  modems 
for  our  famous  friends 


Some  of  our  best  OEM  customer 
don't  want  to  be  identified;  we 
understand.  They're  among  the 
world's  leading  suppliers  of  com- 
puters, intelligent  terminals, 
graphics  and  engineering  work- 
stations and  other  equipment 
that  requires  built-in  data  com- 
munications capability. 

These  well-known  companies 
have  selected  UDS  as  their  moden 
supplier  because  we  provide  front 
running  technology,  superb  manu 
facturing  capability,  unmatched 
customer  support . . .  and  discre- 
tion. In  a  word,  UDS  modems 
give  their  products  the  kind  of 
reliability  they  like  to  claim  as 
their  own. 

UDS  has  a  broad  selection  of 
OEM  "standard"  designs  on  file; 
we  also  offer  industry-leading 
capability  for  the  development  of 
custom  boards.  Combined,  these 
two  approaches  have  already 
placed  more  than  3,000  modem 
designs  into  active  field  service. 

If  you're  one  of  the  big  boys  — 
or  if  you  want  to  solve  data-comrr 
problems  the  way  the  big  boys  do 
—  find  out  what  UDS  recommend 
as  a  cost-effective  solution  for  you 
Contact  UDS  at  800/451-2369 
(in  Alabama,  205/430-8000); 
FAX  205/430-8926. 
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ier.  In  response,  Wohl's  team  is  al- 
ly meeting  with  managers  to  design 
-time  and  flextime  schedules, 
ut  Wohi  does  more  than  trot  out  sur- 
results.  To  put  the  squeeze  on  mid- 
managers  who  may  think  a  suggest- 
nnovation  is  fine  for  others  but  not 
their  departments,  Wohl  seeks  help 
a  above  and  below.  She  musters  sup- 
,  from  Chief  Executive  Edgar  S. 
)lard  Jr. — who  regularly  proclaims 
commitment  in  internal  newsletters 
memos — and  his  operating-commit- 
coUeagues,  partly  by  trumpeting  Du 
t's  progressive  policies  on  network 
ind  in  magazines.  Then  she  regularly 
ts  with  lower-level  staffers  in  ses- 


ecalcitrant  managers  may 
et  a  visit  from  Wohl.  Says 
ne  colleague:  'She  doesn't 
roll  over  and  play  dead' 


,s  that  create  enormous  in-house  pub- 
y  for  the  programs, 
^ohl  and  her  staff  have  also  set  up 
le  50  "work-life"  committees  at  work 
3  around  the  country,  where  employ- 
can  offer  new  programs  and  suggest 
Qges  to  existing  ones.  And  if  midlevel 
lagers  still  resist,  they're  very  likely 
^et  visits  from  her  staff — or  from 
W  herself.  "She  doesn't  roll  over  and 
r  dead,"  says  Michael  B.  Emery,  a 
ior  vice-president  who  co-chairs  the 
ipany's  domestic  Valuing  People  (for- 
•ly  .Affirmative  Action)  committee. 
PLANS.  Not  that  Wohl's  track  record 
erfect.  She  describes  a  heavily  subsi- 
!d  day-care  center  near  one  of  the  big 
Pont  office  work  sites  outside  Wil- 
gton  that  was  a  big  bust,  with  par- 
5  complaining  about  the  poor  care 
ir  children  got.  (Du  Pont  has  since 
laced  the  center's  staff.)  And  for  all 
company  talk  about  equal  opportuni- 
and  progressive  hiring,  Du  Pont  has 
y  one  woman  vice-president,  out  of 
■ut  70,  and  eight  female  business  di- 
tors  (including  Wohl)  out  of  some 
.  Among  minorities,  the  company's 
ord  is  a  little  better — six  black  vice- 
sidents. 

kit  Wohl  keeps  the  faith,  constantly 
lining  new  projects — from  the  practi- 

such  as  buses  to  take  employees' 
Idren  from  offices  to  summer  camps, 
the  visionary,  such  as  month-long 
nmer  vacations  similar  to  those  of- 
ed  by  French  corporations.  Then, 
re's  her  ultimate  goal:  "To  someday 
ke  my  own  job  obsolete." 

By  Joseph  Weber  in  Wilmington.  Del. 


Finally! 
An  Investment  For 
Any  Market... 
Bull  or  Bear 


The  Franklin  Adjustable 
U.S.  Government  Securities  Fund 

You'd  like  to  buy  a  fixed  income  investment.  But  who  knows 
where  interest  rates  are  going? 

Now  it  doesn't  matter.  The  Franklin  Adjustable  U.S.  Government 
Securities  Fund  seeks  stability  and  high  current  yields,  no  matter 
what  happens  to  interest  rates. 

This  fund  seeks  to  provide: 

•  Higher  current  variable  monthly  yields  than  money 
market  funds ' 

•Less  principal  volatility  than  long-term  bond  funds ^ 

•  High  credit  quality  of  U.S.  government  securities^ 

For  a  free  brochure  call  your  investment  representative,  or  call 
Franklin  toll  free  at: 

1-800-342-FUND  Ext.  739 

'While  money  funds  seek  to  maintain  a  stable  $1.00  share  price,  the  investment  return  and  share  value  of  the  Franklin 
Adjustable  U.S.  Government  Securities  Fund  will  fluctuate  with  market  conditions,  and  you  may  have  a  gain  or  loss 
when  you  sell  your  shares. 

-Long-term  bond  funds  tend  to  have  higher  yields  than  shorter-term  funds.  Fund  shares  are  not  guaranteed  and  will 
vary  with  market  conditions 

^Individual  securities  owned  by  the  fund  but  not  shares  of  the  fund  are  guaranteed  by  the  U.S.  government  or  its 
agencies. 


Franklin  DistrOtiutors,  Inc 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

Yes!  I  would  like  to  find  out  more  about  die  Franklin  Ac^ustable  U.S.  Government 
Securities  Fund  Please  send  me  a  prospectus  containing  more  complete 
information,  including  charges  and  expenses.  I  will  read  it  carefully  before 
I  invest  or  send  money. 
□  /  am  currently  a  Franklin  shareholder. 


BWK91 
739 


Name . 


Address . 


City/State/Zip . 


F  R  A\  Nj  Kv  1 1  NJ 

Member  $45  Billion  Franklin  Group  of  Funds 
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HEADED  BACK:  CANADIANS  MADE  52  MILLION  DAY  TRIPS  TO  THE  U.S.  LAST  YEAR 


INVASION  OF 

THE  BOOTY  SNATCHERS 


As  prices  lure  Canadians  south,  retailers  at  home  fold  up  shop 


costs  less  in 


Go  to  the  Pace  Membership  Ware- 
house outside  Detroit  on  any 
weekend,  and  you'll  have  to  jock- 
ey for  parking.  But  the  cars  hogging  the 
spaces  are  likelier  to  be  from  Ontario 
than  Michigan.  The  lot  is  filled  with  Ca- 
nadians such  as  Bob  McMorine,  who 
hails  from  Amherstburg,  Ont.  McMorine 
and  his  wife  go  to  Pace  to  load  up  on 
discount  beer,  tools,  and  household  sta- 
ples. "You  get  better  quality  at  a  lower 
jjrice  here  than  you  get  in  Canada,"  says 
McMorine.  Even  a  bottle  of  ketchup 
made  in  Leamington.  Ont., 
the  U.  S. 

Supercheap  prices  at 
Pace  warehouses  are  a 
special  attraction  for  shop- 
pers of  every  stripe.  But 
Canadians  are  finding 
buys  they  consider  attrac- 
tive even  in  regular-price 
U.  S.  malls  all  along  the 
4,000-mile  border.  At  the 
huge  Bellis  Fair  mall  in 
Bellingham,  Wash.,  overall 
revenues  are  rising  209^ 
annually,  thanks  in  great 
part  to  Canadians,  who  ac- 
count for  43/'  of  the  traf- 
fic. At  the  upscale  Walden 


Galleria  mall  in  Buffalo,  Roger  Holz- 
heimer,  manager  of  the  thriving  Bonwit 
Teller  store,  says  16,000  Canadians  have 
store  credit  cards.  In  nearby  Niagara 
Falls,  N.  Y.,  one-fourth  of  the  tenants  of 
the  Factory  Outlet  Mall,  which  includes 
names  such  as  Bass  Shoes,  Calvin  Klein, 
and  OshKosh,  say  the  mall  is  their  No.  1 
sales  location,  according  to  mall  manag- 
er Benderson  Development  Co. 

Canadians  made  almost  52  million  day 
trips  into  the  U.  S.  last  year,  double  the 
1986  level.  That's  two  trips  for  every 
person  in  the  country,  and  almost  all  of 


THE  GREAT  CANADIAN  SHEET  SCANDAL 

An  Ernst  &  Young  study  compares  the  pricing  of  a  typical  set  of  queen-size 
sheets  in  the  U.S.  and  in  Canada* 

1A  U.S.  manufacturer  sells  the  sheets  wholesale  to  a  U.S.  distributor  for 
$24  but  to  the  manufacturer's  Canadian  affiliate  for  $25 

2 The  Canadian  affiliate  odds  tariffs,  operating  costs,  and  markup  and 
sells  to  distributors  at  $48 

3 U.S.  distributors  sell  sheets  to  retailers  at  $34.  Canadian  distributors, 
with  higher  taxes  and  operating  costs,  sell  to  retailers  at  $67 

4 In  the  final  markup,  Canadian  retailers  charge  consumers  $133.  U.S. 
shoppers  pay  $52 

*AI1  prices  in  U.S.  dollars  DATA:  ERNST  &  YOUNG 


them  spent  some  time  shopping  st 
side.  The  cross-border  traffic  is  up  a 
ther  22%  so  far  this  year,  and 
amount  Canadians  are  spending  soutl 
the  border  "is  rising  like  a  rocket  sh 
says  Toronto  retail  consultant  John 
Winter,  who  predicts  that  this  year 
nadians  could  double  the  $2.3  billion 
spent  in  the  U.  S.  in  1990. 
CLOSE  DRIVE.  The  Overwhelming  ma 
ity  of  Canadians  live  within  100  mile; 
the  border,  and  there  is  every  reason 
them  to  go  south  to  shop.  A  recess 
far  deeper  than  in  the  U.  S.  has  batte 
Canadians,  producing  10.3%  unemp 
ment  and  driving  consumers  to  stre 
their  dollars  any  way  they  can.  M^ 
while,  the  Bank  of  Canada's  firm  a 
inflation  policies  have  helped  push 
Canadian  dollar  up  20%  against 
greenback  since  1986. 

The  prices  of  Canadian  retailers  g 
erally  are  higher  than  those  of  i\ 
American  counterparts,  in  part  beca 
Canadians  have  less  competition 
home.  But  they  also  struggle  with  m£ 
more  expenses.  "The  cost  of  doing  b 
ness  in  Canada  is  fully  20'a  to  30%  hi 
er  than  in  the  U.  S.,"  says  George 
Kosich,  CEO  of  Hudson's  Bay  Co.,  Ca 
da's  best-known  retailer.  Many  Canad 
retailers  pay  more  for  U.  S.-made  goo 
which  have  to  be  labeled  in  French 
English,  according  to  Canadian  law. 
nadians  also  must  pay  import  tarii 
which  are  gradually  being  eliminated 
der  the  1989  Canada-U.  S.  Free  Tk 
Agreement. 

Payrolls,  too,  are  a  bigger  expei 
than  in  the  U.  S.,  because  the  minimi 
wage  is  higher  in  Canada.  Then  th( 
are  taxes.  High  excise  taxes  make  it 
possible  for  Canadian  retailers  to  c^ 
pete  with  the  U.  S.  on  gasoline,  alcol 
and  especially  tobacco,  which  costs  mc 
than  twice  as  much  in  Canada.  Da 
and  poultry  prices  are  artificially  infl 
ed  by  strict  quotas,  so  prices  are  6 
higher  than  in  the  U.  S.  Shoe  stores  h 
been  closing  at  the  rate  of  one  a  d 
because  stiffer  duties  foi 
Canadian  shops  to  pay 
to  50%  more  for  impor 
shoes.  Says  Claude  Bo' 
mier,  director  of  marketi 
for  Maher  Inc.,  which 
290  Canadian  shoe  stori 
"We  are  not  even  playi 
on  the  same  field." 

In   theory,  levies 
cross-border  shopp 
should  narrow  the  diffi 
ence.  Citizens  absent  ftV 
Canada  for  less  than 
hours  must  pay  the  ' 
goods  and  services  tax 
most  items,  in  addition 
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We  Believe  . 
The  Difference  I 
Between  An  I 
Airline 
And  A  Great 
Airline  Is 
Its  People. 

Long  after  the  meal  has 
been  served,  long  after 
the  baggage  carousel 
stops  turning,  the  thing 
you  remember  most  about 
an  airline  is  its  people. 

That's  why  at  Continental, 
we  operate  under  a  simple 
philosophy:  We  treat  our 
customers'  problems  as  if 
they  were  our  own. 

We're  putting  every  one 
of  our  25,000  customer 
contact  people  through  our 
Quality  Service  Institute 
—an  industry  renowned 
training  program 
developed  with  SAS, 
Scandinavian  Airlines,  to 
offer  you  the  highest  stan- 
dards of  service  in  the  world. 

As  a  result,  they  can  I 
more  easily  identify  and 
solve  problems  on  the  spot. 
Whether  it's  in  the  air  or  on 
the  ground. 

They'll  keep  going  that 
extra  mile  for  you  until  I 
you're  completely  satisfied. 

And  then  they'll  go  a 
little  further. 

Luckily  the  one  thing  we 
don't  have  to  teach  them  is 
how  to  be  nice.  They  just 
come  to  us  that  way 

Continental  is  making  a 
difference  in  how  you  feel 
about  flying. 

And  it  all  starts  with  our 
people. 

©  1991  Continental  Airlines,  Inc. 


One  Airline  Can 
Make  A  Difference: 


Lotte,  The  VIP's  Choice 


"The  service 
mainly.  It's 
impeccable." 


HOTEL  LOTTE 


Member  in  Seoul.  Korea 


Earl  s  Moore.  Jr  -Presideni  o(  Asia  Pacific  Marketing 

We're  pleased  that  a  good  and  growing  number  of  our  guests 
come  back  lo  stay  with  us 

Why?  As  Mr.  Moore  of  Asia  Pacific  Marketing,  explains. 
It's  the  "impeccable  service"  they  appreciate  most. 
"Discrete  and  unobtrusive."  in  Mr.  Moore's  words. 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence 

And  at  Lotte  they  find  excellence  in  service  and  facilities 

Shouldn't  the  Lotte  be  your  hotel  in  Seoul' 


For  ReservatlonB:  New  York.  (201)  944-1117,  Toll  Free  800-22  LOTTE,  LA  (213)  540-7010,  Toll  Free  600-24  LOTTE.  Lonaon  (071)  323-3712/4 
Hotel  Lotte;  C  PO  Bo«  3500  Seoul.  Tel  (02)  771-1000,  Tele«  LOTTEHO  K23533M,  Fax  (02)  752-3756,  Cable  HOTELOTTE 


T.  Rowe  Price  International  Stock  Fund  was  ranked  the  top- 
performing  international  fund  for  the  10  years  ended  3/3 1/91.*  It  invests 
m  leading  companies  in  Europe  and  the  Pacific  Basin.  By  tapping  into  strong 
performing  markets  around  the  world,  the  Ftind  can  enhance  your  portfolio's 
return  potential  and  add  balance 
to  a  domestic  portfolio.  Interna- 
tional investing  involves  special 
risks,  including  currency  fluctu- 
ations. $2,500  minimum  ($1,000 
for  IRAs).  No  sales  charges. 


Call  24  hours  for 
a  free  information  kit 

B-80Q-54I-6650 


T.  Rowe  Price,  100  E.  Pratt  St.,  Baltimore,  MD  21202 
Send  a  prospectus  with  more  complete  information, 
including  management  fees  and  other  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest  or 
send  money. 


1 


Name 


Address 


City/State/Zip 


1SF012862 


Phone      □  Home    □  Business 


Invest  Witli  Confidence 

T.RoweR"ice 


'AcnorfJing  to  Lipper  Analytical  Services,  Inc ,  which  monitored  7  international  funds  witti  10-year  performance  records 
for  tfie  period  ended  3/31/91 .  Past  performance  cannot  guarantee  future  results 
T  Rowe  Price  Investment  Services,  Inc.,  Distributor 


1^ 


arketin 


customs  duties,  which  range  from  n 
ing  to  over  207c.  But  a  widely  discu: 
survey  by  The  Toronto  Star  rece: 
found  that  such  items  as  chic] 
breasts,  microwave  ovens,  and  CD  p] 
ers  cost  less  to  buy  in  the  U.  S.  ej 
after  all  taxes  and  duties  are  paid. 

Thousands  of  Canadians  also  try  tl 
hand  at  small-scale  smuggling.  Bo: 
Teller's  Holzheimer  says  he  has  hai 
"train  my  salespeople  not  to  prejui 
customers"  who  often  arrive  wea; 
old  jeans  and  T-shirts.  They  often  lei 
wearing  their  $500  purchases,  with 
tags  removed  and  their  old  clothes 
in  the  dressing  room.  At  the  nearby 
tory  Outlet  Mall,  workers  regularly  e: 
ty  trash  bins  overflowing  with  old  sh 
that  Canadians  have  thrown  away 
'EMPTY  STORES.'  This  cascade  of  s 
pers  is  turning  the  recession  into  a  di: 
ter  for  Canada's  retailers.  "Cross-bon 
shopping  is  one  of  the  biggest  threat 
the  retail  industry  in  Canada,"  wa: 
Kosich  at  Hudson's  Bay.  Retail  sales 
67f  in  the  first  quarter,  the  worst  di 
since  records  were  first  kept  30  ye 
ago.  Wilfred  Posluns,  CEO  of  Dylex  Li 
which  sells  about  107  of  all  Canad 
clothing,  estimates  cross-border  sh 
ping  cost  the  company  almost  $100  r 
lion  in  sales  last  year.  And  he  says 
was  a  key  reason  Dylex  lost  $19  mill 
on  sales  of  $336  million  in  the  first  qu 
ter.  "What  if  cross-border  shopping  ri; 
to  $6  billion  a  year?"  he  asks.  "I  worn 
how  Canadian  retailers  will  survive." 

Already,  many  are  not.  More  th 
1,100  retailers  filed  for  bankruptcy 
tween  Jan.  1  and  April  30,  up  some  3' 
from  last  year's  pace.  The  main  street 
Windsor,  Ont.,  across  from  Detroit 
already  filled  with  empty  stores,"  sa 
Diane  Lampe,  owner  of  Bonnie  Bix 
Fashions.  Soon,  there  will  be  one  mo: 
Lampe  recently  began  a  going-out-of-l' 
siness  sale.  The  Ontario  government 
timates  cross-border  shopping  will  cc  j. 
border  towns  in  the  province  14,000  jo  jji; 
this  year. 

Those  towns  are  trying  to  fight  bac 
Just  across  from  Buffalo,  Fort  Er 
Ont.,  wants  to  lure  Americans  by  hea 
ly  promoting  such  local  attractions  as 
bingo  halls  and  racetrack.  But  returnii 
Canadian  shoppers  now  crowd  the  Pea  tjf 
Bridge  so  much — you  can  wait  tv 
hours  or  more  on  weekends — that  mai 
Americans  don't  bother  to  cross.  So  ev( 
these  businesses  are  now  off  307^  fro 
last  year,  according  to  Fort  Erie's  ec 
nomic  development  office. 

Border  towns  have  joined  retailers 
press  for  relief  from  the  governmer 
"This  is  one  of  the  major  issues  of  tl 
year,"  says  Revenue  Minister  Otto  J 
linek,  who  on  June  10  announced  mu( 
stiffer  penalties  for  smuggling,  especif 
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obacco  and  alcohol.  Another  key  aim 
he  retailers  is  eliminating  the  Ontar- 
egulations  that  keep  most  stores  in 
province  closed  Sundays, 
nfortunately,  speedy  relief  seems 
kely.  Stiffer  penalties  work  only  if 
igglers  get  caught,  and  at  present, 
ladian  customs  agents  are  over- 
timed. In  Ontario,  a  Socialist  premier 
)locking  efforts  to  repeal  blue  laws 
of  a  strong  belief  that  workers 
uld  not  have  to  labor  on  Sundays. 
lAMBLE.  A  huge  federal  deficit  also 
<es  a  big  tax  cut  impossible.  And  cut- 
;  taxes  might  mean  giving  up  such 
rished  services  as  universal  health 
5.  Canadians  "are  enjoying  these 
efits  and  taking  advantage  of  lower 
!es  across  the  border,"  says  Cather- 
Swift,  chief  economist  for  the  Cana- 


lADIANS  LEAVE  OLD  SHOES  AT  THE  MALL 
ND  WEAR  NEW  ONES  THROUGH  CUSTOMS 


n  Federation  of  Independent  Busi- 
;s.  "But  something  has  got  to  give." 
swift  figures  that  as  cross-border 
>pping  drains  more  dollars  out  of  Can- 
i,  the  government  may  have  to  curtail 
ne  services  to  cut  taxes.  The  change, 
lUgh,  won't  come  without  a  bitter  po- 
cal  struggle.  Meanwhile,  U.  S.  retail- 
,  are  scrambling  to  expand  along  the 
rder.  Benderson  Development  has 
ns  for  what  it  says  will  be  the  world's 
gest  manufacturers'-outlet  mall  in 
ivntown  Niagara  Falls — within  walk- 
;  distance  of  Canada.  In  Buffalo,  the 
ilden  Galleria  mall  has  accelerated  the 
leduled  opening  of  a  Lord  &  Taylor, 
this  battle  for  customers,  Canadian 
:ailers  may  emerge  permanently  and 
ngerously  weakened. 
By  William  C.  Si/7»onds  in  Toronto,  with 
irti  Benedetti  in  Detroit  and  Dori  Joyies 
ng  in  Bellingham.  Wash. 


FIDELITY  MAGELLAN  FUND 


A  Record  No  Other 
Fund  Can  Match 


Why  Choose  Fidelity 
For  Stock  Market 
Investing? 

•  Fidelity  manages  over 
$40  billion  in  equity 
assets. 

•  Fidelity  visits  over 
6.000  companies 
annually. 

•  Over  40  years  of  stock 
market  experience. 


Magellan:  #1  Performer  for  10  Years 

Magelhm  searches  for  long-term  growth  in  the 
stock  of  any  type  of  company-large  and  small,  at 
home  or  abroad,  it's  a  hindamental  approach  that 
means  getting  to  know  the  companies  we  invest  in 
personally.  And  it's  an  approach  that  hiLs  helped 
make  Fidelity  Magellan  the  best  performing 
stock  fund  in  the  nation  for  the  10-year  period 
ended  3/31/91. 


■According  lu  Lipper  AnaK  lical  Services.  Magellan  ranked  #1  out  of  442,  #69  oiii  of  001,  and  #22S  out  of 
1740  funds  for  the  10,  S,  and  1  vear  periods  ended  .V.M/Ol,  respeclivelv  (portfolio  manager  changed  (i/l/OO), 
Past  performance  is  no  guarantee  of  future  results. 


1-800-544-8888   24  hours 


Fidelity  Magellan  Fund.  I  or  nv^w  cumplelf  intni-m.ilKin  inUudmg  inanugemem  fees  and 
the  fund's  .V'o  sales  charge  and  expenses,  please  call  or « rite  for  a  free  prospectus  Read  it  carefully 
hefore  vou  invest  or  send  mone\.  FIdehtv  Distrihutors  Corporation  (deneral  Distrihution  .\gentl.  P.O. 


Box  dWKid.l  DalkLs,  TN  "S ><)(i  (Ki(K 
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HOW  TO 
CHOOSE  A  TAX-FREE 
PORTFOLIO 


STEP  1;  CONSIDER 
YIELD  POTENTIAL.  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
Vanguard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs 
in  the  industry:  0.25  of  1%*— with  no 
commissions,  no  fees.  Minimum 
investment:  $3,000. 
STEP  2:  CHOOSE  MATURITY  LEVEL. 
The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
maricet  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate-term  portfolios  for 
higher  yields  with  some  volatility; 
three  long-term  portfolios  for  high- 
est yield  potential. 

STEP  3:  CALL  1-800-662-SHIP  for 

our  free  Tax-Free  Investing  Kit. 

A  portion  of  income  may  be  subject  to  the 
Federal  alternative  minimum  tax. 
*Lipper  Directors'  Analytical  Data. 


Residents  of  CA,  NY,  OH,  PA:  Please 
ask  about  our  State  Tax-Free  Funds. 


Please  send  me  the  free  Vanguard 
Tax-Free  Investing  Information  Kit. 

I  understand  it  contains  a  prospec- 
tus wath  more  complete  information 
on  the  Vanguard  Municipal  Bond 
Fund,  including  advisory  fees,  distri- 
bution charges  and  other  expenses. 
I  will  read  it  carefully  before  I  invest 
or  send  money. 

Vanguard  Municipal  Bond  Fund 

P.O.  Box  2800 
Valley  Forge,  Pennsylvania  19482 
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WHERE  TO 
INVEST 

Making  Money  as  the  Economy  Rebounds 


Job  rolls  are  growing,  factory  lines 
are  picking  up  speed,  and  consumers 

Mare  not  only  flocking  to  the  malls 
but  they're  spending  their  money, 
  too.  The  wrenching  recession,  which 

officially  got  under  way  11  months  ago,  will  soon 
be  another  chapter  in  the  history  books. 

Welcome  to  the  recovery.  BUSINESS  WEEK'S  Mid- 
year Investment  Outlook  arrives  just  in  time  to 
help  you  steer  your  portfolios  out  of  the  recession 
and  into  the  early  stages  of  an  economic  expan- 
sion. The  U.  S.  stock  market 
anticipated  this  rebound 
months  ago,  when  all  the 
public  could  see  was  a  politi- 
cal and  military  crisis  in  the 
Middle  East  and  an  economic 
crisis  at  home.  All  told,  the 
Dow  is  up  13.4%  this  year 
and  26.3%  from  the  bear 
market  bottom  in  October; 
the  Standard  &  Poor's  500  is 
up  15.4%  and  29%.  And  al- 
though the  market  has  re- 
treated from  its  highs,  this 
bull  market  is  far  from  fin- 
ished. Indeed,  this  could  be 
an  opportunity  for  investors 
to  build  a  portfolio  for  boom 
times. 


Of  course,  not  all  econom- 
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ic  recoveries  and  expansions  are  alike,  and  there 
a  strong  belief  among  many  economists  polled 
BUSINESS  WEEK  that  the  rebound  will  be  lacklust 
(page  73),  partly  because  of  the  folks  in  Washin 
ton.  In  past  recessions,  the  public  looked  to  t 
federal  government  to  boost  spending  on  housii 
and  public  works,  for  instance,  or  for  tax  cuts  th 
would  put  more  money  in  consumers'  pockets  ai 
thus  give  the  economy  a  boost.  With  the  feder 
deficit  barreling  toward  $300  billion,  no  one  c 
look  to  Congress  for  that  sort  of  help.  Preside 
Bush — and  plenty  of  inve 
tors,  too — would  like  to  see 
cut  in  the  capital-gains  ta 
but  that's  dead  in  the  wat 
for  now.  There's  a  bipartis 
move  in  the  Senate  to 
pand  the  individual  retir 
ment  account  program,  bi 
no  one  has  come  up  with 
way  to  pay  for  it. 
DARK  SIDE.  Don't  count  c 
any  more  help  from  the  Fe 
eral  Reserve.  Senior  officia 
there  say  the  central  ban 
has  already  done  its  pai 
to  jump-start  the  economy- 
a  policy  of  monetary  ea 
ing  highlighted  by  thre 
cuts  in  the  discount  rat 
that  brought  it  down  t 
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5.5%'.  Monetary  easing  takes  months  to  make  an 
impact  on  the  economy,  and  any  further  rate-cut- 
ting now,  say  officials,  might  kick  in  when  the 
economy  would  already  be  building  a  head  of 
steam.  And  that  would  be  inflationary. 

Inflation?  That's  always  the  dark 
side  of  an  economic  expansion.  In- 
deed, the  unmistakable  signs  of  re- 
covery sent  the  bond  market  into  a 
swoon,  pushing  the  rate  of  30-year 
Treasuries  to  8.5%  (page  84).  How- 
ever, if  economic  growth  is  slow,  as 
most  forecasters  are  projecting,  the 
usual  inflationary  pressures  won't 
appear.  You  don't  see  much  evi- 
dence of  inflation  in  the  futures 
markets,  which  are  often  the  first 
to  detect  such  trends  (page  94).  In 
fact,  supplies  of  most  commodities 
are  ample,  industrial  capacity  is  un- 
derutilized, and  wage  growth  is 
anemic.  That  points  to  lower  infla- 
tion and  lower  interest  rates.  And 
that  forecast,  incidentally,  goes  for 
the  major  industrialized  nations  as 
well  as  the  U.  S.  (chart). 

No  wonder  many  bourses  have 
boomed  this  year.  Especially  buoy- 
ant is  Mexico's  tiny  bolsa,  where  a 
fundamental  restructuring  of  the 
economy  and  the  opportunities  for 
growth  afforded  by  a  prospective 
free-trade  agreement  with  its 
neighbors  to  the  north  is  cause  for 
great  optimism.  Only  Japan — the 
largest  non-U.  S.  market — is  strug- 
gling to  make  any  sort  of  gains. 

For  most  investors,  those  over- 
seas included,  the  U.  S.  holds  some 
of  the  best  opportunities.  "The 
U.  S.  now  has  the  lowest  interest 
rates  and  the  strongest  currency  of 
the  major  industrial  nations,"  notes 
Charles  I.  Clough,  investment  strategist  at  Merrill 
Lynch  &  Co.  The  lower  cost  of  capital  gives  U.  S. 
companies  an  advantage  with  which  to  compete 
globally.  The  stronger  dollar  forces  companies  to 
be  leaner,  meaner,  and  more  productive  than  their 
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foreign  rivals.  And  the  strong  currency  and  \ 
rates  will  redound  to  shareholders  in  the  form 
higher  profits  and  greater  stock  appreciation. 

Not  that  investors  have  done  badly  since  i 
depths  of  the  recession.  Mutual-fund  invest( 
have  reason  to  rejoice.  For  starte 
there  is  the  terrific  runup  in  stc 
prices  that  bolstered  fund  valu 
But  more  important,  fund  man? 
ers  on  average  have  been  beati 
the  market  for  the  first  time 
years  (page  90). 

Some  of  the  zip  in  mutual  fun 
comes  from  small-capitalizati 
stocks,  which  have  appreciated 
about  twice  the  pace  of  the  lar 
cap  issues  (page  78).  Some  nJ^ 
sayers  doubt  they  can  keep  up  t  m 
pace.  But  our  look  at  the  most  sp(  ni 
ulative  of  small-cap  issues  sho^ 
these  little  stocks  still  pack  plen 
of  profitable  punch  (page  80). 

Of  course,  just  because  the  reed"'"' 
sion  is  about  over  doesn't  mean  e 
ery  recession-related  problem  h; 
been  resolved.  State  and  local  goj;^ 
ernments  around  the  nation  a 
still  struggling  with  falling  rev 
nues  and  widening  budget  gap  Km 
That  continues  to  haunt  the  munipi 
pal-bond  market  (page  86).  Reside 
tial  real  estate  is  emerging  fro 
the  depths,  and  indeed,  this  couliiii 
be  a  great  time  to  buy  a  house.  Bi 
commercial  real  estate  is  still  wo 
fully  depressed  (page  92). 

Having  seen  tremendous  gains 
stock  prices  already,  some  inve 
tors  might  conclude  that  they' 
missed  the  markets  again.  Tru 
the  savvy  sorts  who  invested  at  t 
end    of    1990— when  BUSINESp 
week's  1991  Investment  Outloo 
suggested  doing  so — are  enjoying  the  fruits 
their  foresight.  But  BUSINESS  WEEK  presents  yo 
with  another  new  crop  to  pick  from. 

By  Jeffrey  M.  Laderman  in  New  York,  with  Mike  McNamee  at 
Howard  Gleckman  in  Washingtoti 
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THIS  WON'T  EXACTLY  BE  THE  MOTHER  OF  RECOVERIES 


rhe  1991  business  cycle  came  in 
like  a  lion,  roaring  recession  and 
mauling  payrolls  and  profits  in 
path.  But  the  economy  may  well 
t  the  year  as  meek  as  a  lamb,  with 
Id  growth  and  very  tame  inflation, 
rhis  subdued  outlook  is  the  consen- 
3  of  20  economists  surveyed  by 
SINESS  WEEK.  According  to  these 
•ecasters,  the  recovery  is  in  place  or 
11  be  by  July,  but  growth  during  the 
st  four  quarters  should  fall  far  be- 
V  the  5.4%  averaged  in  the  first  year 
postwar  recoveries.  In  fact,  with  the 


Plus,  the  level  of  spending  currently  is 
so  low  that  it  will  take  time  before 
demand  returns  to  its  prerecession 
pace  of  last  summer.  "The  good  news 
is  that  the  recession  is  over,"  says 
Laurence  H.  Meyer,  who  heads  his 
own  St.  Louis-based  forecasting  con- 
cern. "The  bad  news  is  that  the  coming 
prosperity  won't  be  so  great." 

The  initial  phase  of  recovery  will 
come  from  inventory  rebuilding.  After 
slashing  their  stockpiles  during  the  re- 
cession, businesses  must  refill  shelves. 
That  means  production  schedules  will 


will  keep  consumers  from  borrowing. 

Consumers  also  will  be  pinched  by 
rising  taxes — and  not  just  from  Wash- 
ington. One  of  the  biggest  negatives 
that  forecasters  see  is  the  fiscal  alba- 
tross from  state  and  local  govern- 
ments. The  drag  will  come  from  both 
spending  cuts  and  higher  taxes.  And 
the  tax  hikes  won't  always  target  in- 
comes but  will  include  excise-tax  in- 
creases on  such  items  as  alcohol  or 
gasoline  or  from  higher  fees  on  auto 
registrations.  "These  little  nicks  here 
and  there  take  a  big  bite  out  of  dispos- 
able income,"  cautions  Robert  L. 
Marks  of  SOM  Economics  Inc. 
PESSIMISTS.  The  economy  also  won't 
get  much  stimulus  from  the  Federal 
Reserve  Board's  monetary  policy.  "The 
Fed  wants  a  subdued  recovery,"  says 
Meyer.  "They  have  structured  policy  to 
avoid  an  aggressive  rebound  in  order 
to  hold  down  inflation  pressures."  So, 
warn  most  forecasters,  don't  expect 
short-term  interest  rates  to  fall  much 
anytime  soon. 

Inflation,  however,  will  drop  over  the 
next  year,  say  economists.  Consumer 
prices  are  expected  to  be  rising  at  an 
annual  rate  near  4%  by  next  summer, 
if  not  sooner.  That's  an  improvement 
from  today's  4.9%  rate.  Forecasters 
point  to  the  usual  suspects  that  cause 
inflation  to  slow  during  and  immediate- 
ly after  a  downturn:  better  productivi- 
ty, smaller  pay  gains,  and  available 
production  capacity.  And  since  demand 
will  be  subpar,  there  won't  be  upward 
pressures  on  wages  or  capacity,  even 
in  1992. 

Slower  inflation  will  help  to  lower 
long-term  rates,  forecasters  predict, 
but  not  right  away.  Says  Meyer:  "The 
financial  markets  are  so  nervous  about 
what  recovery  means  [for  inflation] 
that  they  will  wait  until  the  recovery  is 
in  place  and  is  subdued  before  the 
bond  market  lets  rates  fall." 

Of  course,  there  still  are  bears  who 
argue  that  high  debt,  rising  taxes,  and 
too  much  real  estate  will  delay  the  re- 
covery. After  a  positive  second  quar- 
ter, these  pessimists  say,  the  economy 
will  start  to  shrink  again. 

Even  optimistic  economists  agree 
that  the  huge  pile  of  debt,  troubles 
in  the  U.  S.  financial  system,  and 
the  glut  of  vacant  offices  and  stores 
make  the  economy  vulnerable  to  even 
a  slight  shock.  And  these  burdens 
raise  the  risk  that  the  recovery's 
first  year  may  have  even  less  power 
than  a  lamb. 

By  Kathleen  Madigan  in  New  York 


WHAT  ECONOMISTS  ARE  PREDICTING 


Percent  change  in  real  GNP  (annual  rate) 
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nsensus  betting  that  real  gross  na- 
nal  product  will  grow  only  2.4%  by 
3  spring  of  1992,  this  recovery  would 
the  weakest  in  the  postwar  period 
,ble). 

SING  STOCKPILES.  Forecasters  point 
the  firm  gains  in  consumer  spending 
the  spring  and  the  addition  of  59,000 
)s  in  May  as  signs  that  the  economy 
s  hit  bottom.  But  they  caution  that 
e  economy  lacks  any  strong  engine 
growth.  So  although  demand  from 
mestic  consumers  and  businesses 
11  pick  up,  the  increases  will  be  puny. 


rise,  work  time  will  lengthen,  more 
workers  will  be  hired,  and  personal  in- 
come will  increase. 

Even  so,  growth  in  consumer  out- 
lays— which  account  for  two-thirds  of 
real  GNP— will  be  unspectacular.  "We 
will  have  very  minimal  gains  in  con- 
sumer spending,  mostly  in  small-ticket 
items  and  medical  care,"  predicts 
Lacy  H.  Hunt,  chief  economist  of 
New  York-based  CM&M  Group  Inc. 
Housing  and  cars — the  usual  twin  en- 
gines of  growth — won't  add  much,  be- 
cause the  overhang  of  existing  debt 
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WHAT  TO  DO 

WHILE  THE  BULL  TAKES  A  BREATHER 


Before  the  runup's  next  phase,  it  may  be  time  to  put  more  money  in  cyclical  stocks 


for 


Confetti  and  tickertape 
rained  down  on  Lower 
Manhattan  on  June  10 
to  salute  the  troops. 
But  there  was  little  joy 
on  Wall  Street  over 
signs  that  the  reces- 
sion had  bitten  the  dust.  Instead,  the 
stock  ticker  was  flashing  concern  that 
the  recovery  may  go  too  fast  and  thus 
push  inflation  and  interest  rates  sky- 
ward. So  after  having  convincingly 
pierced  the  3000  barrier,  the  Dow  Jones 
industrial  average  retreated. 

The  stock  market  isn't  set  for  a  free- 
fall,  say  market  mavens,  but  there  isn't 
niuch  talk  about  Dow  3500,  or  even  3800. 
h.  will  get  there,  they  say,  but  don't  bet 
'in  it  this  summer,  or  even  this  year. 
"!!,'-.  not  that  I'm  bearish,"  says  Rao 
Cnalasani,  investment  strategist  for 
K'i-n.ji  'r  Securities  Group,  who  on  June  4 
ad'.'isec"  clients  to  raise  cash  to  157^  from 


lO'.'o  of  tlieir  holdings, 
bullish.'" 


'I'm  a  little  less 


After  the  spectacular  565-point  runup 
in  the  Dow  from  early  January  to  early 
June — some  650  points,  if  you  measure 
the  rise  from  the  October  lows — many 
pros  are  skittish.  That's  to  be  expected. 
The  first  leg  of  a  new  bull  market  is 
spurred  by  falling  interest  rates  and  ex- 
pectations of  a  recovery.  That  has  al- 
ready happened.  The  next  leg  will  be 
powered  by  rising  corporate  profits. 
"Now,  the  stock  market  has  got  to  make 
it  on  earnings,"  says  Greg  A.  Smith, 
investment  strategist  for  Prudential  Se- 
curities Inc. 

HEALTHY  SIGN.  Stocks  are  hovering  be- 
tween these  phases  of  the  bull  market. 
Unfortunately,  many  investors  are  react- 
ing only  to  the  interest-rate  uptick.  They 
fail  to  realize  that  the  rise  itself  is  a  sign 
of  a  stronger  economy  that  will  lift  earn- 
ings in  the  latter  half  of  the  year  and  in 
1992.  According  to  Zacks  Investment  Re- 
search, analysts  are  forecasting  that 
third-quarter  earnings  for  the  companies 
in  the  Standard  &  Poor's  500-stock  index 


istn 
MI 

ipai 
m 


will  climb  &/<  above  the  same  quarter 
1990.  And  by  the  fourth  quarter,  prof! 
will  be  about  20%  higher. 

Still,  market  skeptics  shy  away  fro 
buying  stocks  now,  arguing  that  equiti<  asi 
are  overpriced.  "It's  hard  to  get  bulliss 
about  stocks  with  the  valuations 
stretched,"  says  Jeffrey  B.  Shames,  wl 
is  in  charge  of  equity  investments  f( 
Massachusetts  Financial  Services,  a  mi 
tual-fund  management  company, 
isn't  dumping  stocks,  but  he  has  let  th  i, 
cash  in  his  portfolios  accumulate 
about  14%.  He  and  others  point  to 
relatively  high  price-earnings  ratio  of 
on  the  S&P  500  and  a  dividend  yield  dur, 
only  3.2%,  at  the  high  end  of  what  man 
investors  consider  the  "fair  value"  zon< 

But  those  numbers  reflect  the  recei 
sion.  Look  instead  to  the  expansioi 
Earnings  shoot  up,  and  the  p-e  rati; 
falls.  Elaine  Garzarelli,  the  strategist  a 
Shearson  Lehman  Brothers  Inc.  wh 
called  last  fall's  market  upturn,  for(|; 
casts  earnings  of  $28  per  share  for  thi 
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3000 


500  next  year.  Divide  tliat 
ber  into  the  s&P  at  its  recent 
1,  and  the  p-e  drops  to  a  mod- 
13.6.  And  once  companies  see 
its  roiling  in,  they're  sure  to 
t  dividends. 

deed,   this   transition  period 

i  look  much  iii<e  the  past  few 
ths,  with  the  market  bouncing 
nd  in  a  narrow  trading  range, 
this  period  gives  investors  an 
irtunity  to  build  a  portfolio  for 
bull  market's  next  leg.  If  the 
very  takes  its  usual  course, 
best  stocks  to  own  are  "cycli- 
' — so  called  because  their  for- 
s  are  tied  to  the  ups  and 
ns  of  the  business  cycle.  In- 
I,  the  Dow's  surge  above  3000 
led  by  such  cyclicals  as  Alcoa, 
^ont.  General  Motors,  and  Interna- 
il  Paper.  Garzarelli  is  beating  the 
ns  for  traditional  cyclical  stocks, 
s  especially  up  on  the  Big  Three 
.  auto  makers,  figuring  that  auto 
3  probably  bottomed  out,  while  the 
ks — even  after  their  recent  runup — 
;  been  laggards.  Strategist  John 
czyna  of  Roney  &  Co.  also  favors 
icals.  High  on  his  buy  list  are  ma- 
ery  stocks  such  as  Deere,  Harnisch- 
ir  Industries,  and  Tenneco. 

lit  suppose  this  recovery  isn't  as  ro- 
;  as  past  ones,  as  the  BUSINESS  week 
'ey  of  economists  indicates.  That's 
luse  of  the  overhang  of  debt,  a  low 
ngs  rate,  and  the  cash-strapped  posi- 

of  state  and  local  governments. 
>LE  GROUND.  With  a  tepid  recovery, 
lings  of  some  cyclical  companies 
d  fall  short  of  expectations — and  the 
ks  could  well  sell  off.  But  a  modest 
very  would  also  keep  inflation  and 
rest  rates  in  check — and  that's  not 
for  the  overall  market.  Still,  the  best 
stments  for  that  slower-growth  envi- 
nent  would  be  "growth"  stocks — 
panics  that  don't  need  a  buoyant 
lomy  to  generate  in- 
ises  in  earnings, 
se  are  the  very 
ks  that  thrived  dur- 

the  profit  slump 
,  started  in  1989  as 

economy  began  to 
/  and  enter  reces- 
.  Among  them  are 
3tol-Myers  Squibb, 
a-Cola,  Merck,  and 
ip  Morris. 

ome  strategists  are 
nseling  their  clients 

take  the  middle 
und  between  growth 

cyclicals.  They  ad- 
:  a  core  holding  of 
wth  stocks  mixed 
n  "light"  cyclicals, 

ii  as  airlines,  banks, 
railroads.  They 
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avoid  smokestack  industries  such  as 
steel  and  industrial  chemicals.  The  stron- 
ger banks  and  airlines,  for  instance, 
could  score  some  nifty  gains  in  any  re- 
covery because  many  weaker  competi- 
tors are  gone  or  in  various  stages  of 
liquidation. 

Technology  stocks?  That's  where 
product  cycles  count  more  than  econom- 
ic cycles.  Technology  stocks  soared  uni- 
formly in  January  and  February,  but 
since  then,  it's  a  company-by-company 
game.  IBM,  Apple,  and  Compaq  earnings 
collapsed,  and  so  did  the  stocks.  But  In- 
tergraph and  Microsoft  sailed  through 
the  recession  on  the  strength  of  their 
state-of-the-art  products. 

The  skeptics  do  raise  some  legitimate 
concerns  about  the  market's  ability  to 
stay  above  3000.  Mutual-fund  and  insti- 
tutional cash  have  been  drawn  down  by 
both  the  rally  and  the  enormous  supply 
of  new  and  secondary  stock  that  under- 
writers rushed  to  market  this  spring.  In 
the  first  five  months  of  1991,  corpora- 
tions raised  $16.5  billion  in  new  equity, 
vs.  $6.4  billion  for  the  same  period  in 
1990,  according  to  Securities  Data  Co. 


BIG  STOCKS  THE  PROS  LIKE 
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DATA;  BW  SURVEY  OF  ANALYSTS  AND  INVESTMENT  MANAGERS 

"There  isn't  enough  sideline  liquid- 
ity at  this  juncture  to  experience 
the  kind  of  market  momentum  we 
saw  in  January  and  February," 
says  Carmine  J.  Grigoli,  chief  equi- 
ty portfolio  strategist  for  First 
Boston  Corp. 

True,  the  huge  calendar  of  of- 
ferings depletes  buying  power  in 
the  short  term.  However,  putting 
equity  on  the  books  bolsters  bal- 
ance sheets  and  gives  companies 
the  wherewithal  to  invest  for  the 
■future.  And  that's  a  plus  for 
stocks. 

There  are  other  pluses.  First, 
the  dollar  is  strong,  which  makes 
U.  S.  equities  attractive  to  foreign 
investors.  It  may  just  give  foreign- 
ers— who  largely  missed  this 
year's  rally — enough  confidence  to  catch 
the  second  act.  Hiromichi  Tsuyukubo, 
deputy  manager  of  international  securi- 
ties at  Nippon  Credit  Bank  Ltd.,  says 
Japanese  inoney  managers  are  frantic  to 
get  into  U.  S.  stocks:  "They  didn't  ride 
this  market,  so  they  think  they  have  to 
get  in."  Nor  have  they  done  very  well  at 
home,  with  the  Nikkei  Stock  Average 
increasing  only  3.4%  since  January.  No- 
mura Securities  Co.,  the  big  Japanese 
brokerage  firm,  not  only  is  bullish  on 
the  American  market  but  also  estimates 
that  corporate  profits  in  the  U.  S.  will 
grow  more  than  twice  as  fast  as  Japa- 
nese profits  in  the  first  half  of  this  de- 
cade. Among  Nomura's  recommended 
U.  S.  stocks  are  a.mp.  Home  Depot,  and 
Motorola. 

JUST  BEGINNING.  The  Strong  greenback 
has  another  salutary  effect:  It  fights  in- 
flation. A  higher  dollar  lowers  the  cost 
of  foreign  imports,  which  also  keeps  do- 
mestic price  rises  in  check.  By  and  large, 
economists  expect  inflation  to  abate  over 
the  next  several  years,  since  most  sup- 
plies of  most  commodities  are  ample  and 
manufacturing  capacity  is  plentiful,  too. 

All  told,  that  will  lower 
interest  rates,  bolster- 
ing stock  prices. 

History  seems  to  sup- 
port the  bullish  case  for 
equities.  Cuts  in  the  dis- 
count rate — which  the 
Fed  has  done  three 
times  since  December — 
are  always  bullish  for 
stocks  in  the  6-  and  12- 
month  periods  following 
the  cuts.  Perhaps  most 
important:  Bull  markets 
don't  end  as  economic 
expansions  begin.  And 
this  one  is  just  getting 
under  way. 

By  Jeffrey  M. 
Laderman  in  New  York, 
with  Karen  Loivry  Miller 
in  Tokyo 
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MMonsOf 

Homebodies. 


To  have  a  home,  a  place  where  no  one  is 
more  comfortable  than  you. 

That  search- the  striving  for  decent  and 
affordable  housing-  runs  so  deep  through  our 
society  that  finding  new  ways  to  supply  it  has 
always  been  a  national  priority 

As  a  congressional ly  chartered, 
shareholder-owned  corporation,  Fannie  Mae 
has  helped  ensure  home  financing  for  more 
than  thirteen  million  families  in  all  50  states. 

Linking  the  world's  capital  markets  to 
hometown  lenders  all  across  America, 
Fannie  Mae  made  over  $115  billion  available  for 
residential  mortgages-homes-in  1990  alone. 
And  in  every  state,  regardless  of  how  its  region 
is  faring,  the  presence  of  a  Fannie  Mae  means 
that  there  is  a  constant  flow  of  mortgage  money 
at  the  lowest  possible  cost. 

Without  a  Fannie  Mae  in  the  market  every 
day  some  of  those  thirteen  million  families 
would  have  paid  higher  rates  or  found  it  more 
difficult  to  get  a  mortgage.  Some  might  have 
been  denied  homeownership  altogether  or  seen 
the  cost  of  rental  housing  move  out  of  reach. 

Millions  more  families  will  be  searching 
for  a  place  to  call  home.  Fannie  Mae  wants 
to  make  sure  that  each  of  these  families  has  a 
chance  to  go  from  being  a  prospective  renter 
or  home  buyer  to  a  homebody 

FannieMae 

The  USA's  Housing  Partner 


eeondary  stocks 
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WILL  THE  LITTLE  GUYS 
MAKE  IT  BIG  IN  1991? 


Secondary  stocks  are  already  up  34% — and  this  year,  they  may  have  staying  power 


It's  a  springtime  event 
that,  most  years,  is 
about  as  predictable  as 
the  swallows  returning 
to  Capistrano.  Second- 
ary stocks,  the  mar- 
ket's vast  horde  of 
small  and  midsize  companies,  tend  to 
move  smartly  early  in  the  year,  only  to 
fizzle  out  thereafter.  Sure  enough,  the 
Russell  2000  index  of  secondary  stocks 
has  gained  some  34%  so  far  this  year — 
far  outpacing  the  157f  gain  in  the  Stan- 
dard &  Poor's  500-stock  index  (chart).  So 
owners  of  small-cap  portfolios  may  be 
wondering  if  a  second-half  retreat  is  in 
the  offing. 

This  time  around,  however,  in- 
vestors have  more  reason  than 
ever  to  believe  that  the  rally  in 
secondary  stocks  won't  be  just  a 
flash  in  the  pan.  Institutional  in- 
terest in  secondary  stocks  is 
mounting  and  should  be  further 
spurred  by  the  new  Standard  & 
Poor's  Midcap  Index.  Moreover, 
the  market  is  showing  greater 
appreciation  for  stocks  that 
meet  the  criteria  of  value  invest- 
ing— that  is,  companies  with  low 
price-earnings  ratios  or  asset 
values  that  are  not  fully  reflect- 
ed in  their  share  prices.  Many 
smaller  companies  are  in  that 
category. 

These  trends  should  continue 
to  boost  pint-sized  companies 
through  the  rest  of  the  year.  In- 
deed, some  small-cap  fund  man- 
agers are  even  suggesting  that 


this  may  be  the  beginning  of  a  long-term 
advance  in  secondary  stocks — the  likes 
of  which  has  not  been  seen  since  1988. 
"If  you  look  at  the  past,  the  upcycles 
and  downcycles  are  four  to  five  years  in 
length,  and  we're  only  nine  months  into 
the  upcycle,"  observes  John  H.  LaPorte, 
president  of  the  $1.3  billion  T.  Rowe 
Price  New  Horizons  fund. 
PS^iMAL  URGE.  Institutional  demand 
should  sustain  the  surge  in  secondaries. 
y\nd  that's  where  the  new  S&P  Midcap 
Index  comes  in.  It's  a  roster  of  400 
stocks,  ranging  from  $200  million  to  $5 
billion  in  market  capitalization.  The  Mid- 
cap  Inde.\  caters  to  a  primal  urge  among 


institutional  money  managers — their 
passion  for  "passive"  investment  strate- 
gies tied  to  widely  followed  indexes.  If 
the  new  Midcap  Index  catches  on,  insti- 
tutional money  will  flow  into  index 
funds  based  on  it  and,  no  doubt,  on  oth- 
er small-stock  benchmarks.  Money  man- 
agers seem  eager  to  get  on  the  band- 
wagon. "We  have  seen  a  great  deal  of 
interest  from  clients  in  mid-cap  index 
funds,"  notes  Lawrence  P.  Keblusek,  di- 
rector of  investment  services  at  North- 
ern Investment  Counselors  in  Chicago. 

If  nothing  else,  Midcap-based  index 
funds  would  raise  the  investment  appeal 
of  the  index  components,  in  the  same 


son  advanced  by  money  managers  * 
the  roller  coaster  in  secondary  stoct 
The  reason  for  the  summertime  techife 
ogy  doldrums,  market  mavens  say,  if 
seasonal  decline  in  European  demand  |^ 
computers.  "Europe  goes  to  sleep  dur;| 
the  summer,"  explains  Ray  Hirsch,  w 
runs  the  IDS  Discovery  and  Strategic  I 
gressive  mutual  funds.  True,  it  n 
seem  a  bit  odd  that  a  predictable  dec! 
in  European  demand  would  hurt  comp 
er  stocks.  It's  more  likely  that  mor 
managers  have  come  to  expect  the  s 
sonal  computer  malaise — and  cash  out 
computer  stocks  in  anticipation.  Hirs 
has  recently  pulled  out  of  technolo 


SMALL  STOCKS  OUTPAC 
THE  MARKET 


DEC,  31,  '90 
▲  INDEX:  DEC.  31, 1990= 


JUNE  11,  '91 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


way  that  inclusion  in  the  S&P  500  does 
for  larger  companies.  The  initial  picks 
for  the  Midcap  Index  are  a  varied  bunch, 
ranging  from  well-known  companies 
such  as  Coca-Cola  Enterprises  and  Bear 
Stearns  Cos.  to  niche  companies  such  as 
Harley-Davidson  and  International 
Dairy  Queen.  Also  represented  are  a  fair 
number  of  prominent  high-tech  compa- 
nies, such  as  AST  Research  Inc.  and  Sun 
Microsystems  Inc. 

But  even  with  the  positive  effects  of 
the  new  index,  many  secondary  stocks 
will  be  victimized  by  seasonal  malaise. 
High-tech  companies  tend  to  hibernate 
during  the  summer,  and  that's  one  rea- 


stocks,  particularly  computer-hardwai 
stocks  that,  he  says,  are  prone  to  sue 
seasonal  variations. 

Hirsch  likewise  expects  secondar 
stocks  to  fall  into  second-half  doldrumi 
"I  wouldn't  bet  against  the  patter^ 
quite  frankly,"  he  says.  Neither  woul 
most  money  managers.  They  are  notor 
ous  for  seeking  the  protection  of  th 
herd — and  there  is  no  safer  habitat  nov 
adays  than  the  index  funds.  That's  wh 
the  S&P  Midcap  Index  is  so  crucial.  Oncj 
index  funds  begin  to  invest  in  secondar 
stocks,  they  should  be  pulled  out  of  thei 
second-half  blues  once  and  for  all. 

By  Gary  Weiss  in  New  Yor, 
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"'The  other  day,  Thm  and  J  were 
having  our favorite  lunch  while 
looking  over  the  business  page.  He 
starts  raving  about  his  Invkerage 
account.  But  when  I  told  him 
everything  my  Schwab  One® 
account  gives  me . .  .free  ...he 
stopped  raving. ' ' 


Tou  pay  $80  for  a  brokerage  account 
mth  checking?  Mine's  free!' 


3ver  a  quick 
3ite  to  eat, 
Fom  told  me 
;hat  since  he 
A^as  promoted, 
brokers  have 
3een  ringing 
"lis  phone  off 
:he  hook.  So  he 
'inally  opened 
:his  terrific 
brokerage 
iccount  that 

ets  him  write  checks.  Only  eighty 
Ducks  a  year 

1  asked  him,  "$80  bucks  a  year? 
'A^hat,  are  your  checks  gold-plated? 
i've  got  Schwab  One  . . .  and  you 
icnow  what  my  annual  fee  is? 
Nothing.  Zero.  Zilch." 

'I  get  daily  interest  on  my 
money.  And  free  checking." 

In  fact,  Schwab  pays  me  daily 
market  rate  interest  on  all  the 

(/lember  SIPC.  i&  1991  Charles  Schwab  &  Co..  Inc. 


Compare 
Schwab  One  to 
similar  accounts. 

Annual 

Fee 

Initial 
Deposit 
Required 

24-Hour 
Service 

Commission 
Discounts 

Schwab  . 

Hrnk..l.it4r  A.  ■  liiMil 
witli  Checking 

FREE 

S  5,000 

Yes 

Yes 

Merrill  Lynch 

(';ish  Mgmt  Actnuni 

$80 

$20,000 

No 

No 

Dean  Witter 

Active  Assets  Acci tuiit 

$80 

$10,000 

No 

No 

Shearson  Lehman 

Financial  Mgnit  Account 

$100 

$1(.),000 

No 

No 

Based  on  a  survey  conducted  by  Charles  Schwab  &  Co ,  Inc  in  Nov ,  1990  Available  upon  request 


between -investment  cash  in  my 
account.  (So  does  Tb-m's  account- 
only  his  charges  $80  for  the 
'privilege'.) 

"We  both  get  a  free  VISA® 
debit  card." 

It  works  like  a  regular  VISA  card 
But  instead  of  charg- 
ing to  a  credit  line, 
the  purchase  is 
deducted  directly 


from  my  Schwab  One  account. 

"We  both  have  lots  of 
investment  choices." 

Stocks.  Bonds.  Mutual  Rmds. 
Tr'easuries.  And  more.  "So  you  pay 
$80,"  1  chided.  "We  get  the  same 
features  but  you  pay  your  broker 
higher  commissions.  So  what's  in 
it  for  you?"  1  asked. 

1  could  see  him  rethinking  the 
matter  "I  wonder  how  quickly  1 
can  transfer  my  investments  to 
Schwab?"  he  said. 

I  just  smiled. 

For  a  free  Schwab  One 
Investor's  Kit,  visit  your 
nearest  Schwab  branch. 
Or  call  toll-free: 

1-800-423-8200 


Charles  Schwab 

We  give  you  more  ways  to  succeed. 


tocks  for  Speculation 


NOT  FOR 

THE  WEAK  OF  KNEE 


Lots  of  issues — from  HMOs  to  surfing  apparel — offer  hot  gi'owth  or  takeover  potential 


No,  the  stock  market 
hasn't  gone  into  a 
splashy  speculative 
binge.  Yes,  some  bears 
contend  just  that — 
pointing  to  the  fast 
rise  of  small-cap  stocks 
and  the  sudden  surge  in  initial  stock  of- 
ferings. But  don't  be  snookered  by  such 
warnings,  asserts  Steve  Leeb,  editor  of 
market  letters  Personal  Finance  and 
Indicator  Digest.  "Our  Speculation  In- 
dex has  been  quite  well-behaved — up  a 
bit,  but  nothing  like  the  feverish  activity 
that  we  saw  in  June  and  July  of  last 
year,"  he  says.  Investment  manager  Ju- 
lian "Bing"  Carlin  agrees.  The  activity  in 
IPOs  has  been  very  rewarding,  but  the 
small-stock  sweep  has  focused  on  com- 
panies that  have  "great  growth  poten- 
tial," says  Carlin,  who  runs  the  top-per- 
forming lAi  Regional 
Fund,  which  invests 
in  companies  located  in 
the  Minnesota-Wiscon- 
sin area. 

A  big  favorite  of  Car- 
lin's  is  CareNetwork, 
the  parent  of  Wisconsin 
Health  Organization, 
the  largest  HMO  opera- 
tor in  the  state.  Care- 
Network  went  public  in 
March  at  12;  now  it's  at 
17%.  Carlin  expects  the 
stock  to  hit  the  mid-20s 
sometime  this  year. 
HOT  NICHE.  Carlin  has 
also  been  accumulating 
shares  of  miniconglo- 
merate  North  Star  Uni- 
versal. North  Star  owns 
a  stake  in  Michael 
Foods,  a  food  processor 
and  supermarket  opera- 
tor that  Carlin  believes 
is  worth  $16  a  share. 
One  of  North  Star's 
units,  Fortis  Corp.,  a 
provider  of  administra- 
tive services  to  medical 
groups,  will  soon  go 
public.  Carlin  thinks 
Fortis  is  worth  $40  mil- 
lion, or  an  additional  $4 
a  share.  So  he  values 


North  Star  at  well  above  $20  a  share. 
(The  stock  trades  at  $13.) 

In  the  rejuvenated  securities  business, 
one  company  that's  growing  fast  is  tiny 
Otra  Securities  Group,  which  competes 
for  back-office  business  with  the  likes  of 
Morgan  Stanley  and  Bear  Stearns.  Otra 
provides  back-office  services  to  over-the- 
counter  brokers  that  cater  to  "retail,"  or 
individual,  investors. 

Kazi  Hasan,  president  of  brokerage 
Hasan  Growney,  says  Otra  has  "carved 
out  a  niche  that's  highly  specialized  and 
profitable."  Services  include  transaction 
clearance  and  settlement,  plus  maintain- 
ing cash  and  margin  accounts  for  about 
150,000  individual  customer  accounts. 
Hasan  sees  Otra  earning  75$  a  share 
this  year  and  $1.25  in  1992,  vs.  1990's 
52$.  He  sees  revenues  of  $15  million  this 
year,  up  from  $12.6  million  last  year. 


IF  YOU'RE 
FEELING  DARING 


Stock 

1991 
high 

Recent 
price 

CARENETWORK 

Wisconsin  HMO 

193/4 

173/4 

CHAMPION  ENTERPRISES 

Manufactured  homes,  RVs 

5% 

5% 

CONCORD  CAMERA 

Photo  equipment 

75/8 

6% 

CRAIG 

Supermarkets,  real  estate 

20 

17V2 

DS  BANCOR 

Savings  bank 

143/4 

83/8 

GENERAL  HOUSEWARES 

Cookwore  and  cutlery 

ISVs 

153/4 

MEREDITH 

Magazines  and  broadcasting 

3IV2 

28 

NORTH  STAR  UNIVERSAL 

Food  and  health  services 

14% 

131/4 

OTRA  SECURITIES  GROUP 

Back-office  services 

53/4 

55/8 

QUIKSILVER 

Surfing,  sports  apparel 

28 

141/2 

RENT-A-WRECK  OF  AMERICA 

Cor  rentals 

13/4 

1 

WESTERN  CO.  OF  NO.  AMERICA 

Oil  service  and  drilling 

21 1/4 

103/4 

WMS  INDUSTRIES 

Coin-operated  games 

12V4 

12V8 

DATA:  SURVEY  OF  MONEY  MANAGERS,  BW 


The  takeover  scene  also  offers  e 
catching  issues.  One  is  WMS  Industrie; 
major  maker  of  pinball  video  gan 
whose  stock  is  being  bought  on  the  oj 
market  by  insiders.  Sumner  M.  R 
stone,  chairman  of  both  Viacom,  the 
media-TV  company,  and  National  Amu 
ments,  an  operator  of  movie  theat 
that's  66%  owned  by  Redstone,  bou| 
additional  WMS  stock  in  April  and  May 
bring  his  total  stake  to  30%. 
SMOOTH  FIT.  "We  continue  to  reg; 
WMS  as  a  takeover  candidate,"  s£ 
Charles  La  Loggia,  editor  of  Special 
nation  Report  and  Stock  Market  Fa 
cast  in  Rochester,  N.  Y.  He  says 
doesn't  take  much  imagination  to  see  t 
fit  between  WMS  and  Viacom-Natio 
Amusement.  Another  plus:  Whispers  £ 
circulating  that  WMS,  which  also  op 
ates  several  hotel-casinos,  may  soon  j 
into  the  thriving  vid 
lottery  business.  I 
Loggia  says  that  pn 
pect  may  fina 
persuade  Redstone 
go  after  WMS. 

At  Oppenheim 
chief  investment  stra 
gist  E.  Michael  Mi 
thinks  Meredith,  whi 
publishes  such  mag 
zines  as  Ladies'  Ho? 
Journal  and  Metrop 
itan  Home  and  ow 
seven  TV  stations, 
likely  undertake  a  m 
jor  restructuring 
sell  out  to  a  frienc 
suitor.  Takeover  pr 
put  its  asset  value 
$60  a  share;  the  stock 
at  $28.  Metz  thinks  tl 
Meredith  family,  whi 
controls  74%  of  tl 
supervoting  B  shar€ 
"will  soon  want  to  e 
tract  the  value  of  the 
holdings." 

Investors  with  stror 
hearts — or  deep  poc 
ets — can  make  a  bund 
on  these  enticing  sp( 
stocks.  Just  don't 
the  farm. 

By  Gene  G.  Marci^ 
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A  FIDELITY  EXCLUSIVE 


Fidelity  Said  Its 
Spartan'  Ftinds  Would 
Deliver  Higher  Yields. 

And  they  have.  Consistently. 


Two  years  ago,  Fidelity  introduced  the  Spartan 
Approach  *  The  promise  of  Spartan?  Create  a  unique 
fund  structure  with  lower  operating  expenses-so 
investors  can  earn  more  in  current  yields. 

An  Outstanding  Record  of  Performance 

Fidelity  has  kept  its  promise  of  higher  yields. 
Month  after  month,  Spartan  Funds  have  outperformed 
many  competitors*  It's  no  wonder  that  Spartan  Fund 
assets  have  grown  to  over  $15  billion  in  just  two  years! 


Spartan's  Lower  Costs  Make  It  Possible 

Spartan  Funds  investment  minifnums  start  at 
$10,000.  So  accounts  are  fewer  and  larger,  and  costs 
can  be  kept  doum  through  economies  of  scale.  Spar- 
tan'sfee  structure  also  helps  minimize  expenses-by 
charging  investors  only  for  transactions  they  make.** 

Result?-Lower  overall  Spartan  Fund  expenses. 
And  with  all  other  things  being  equal,  this  can  mean 
higher  yields  for  you. 


A  FULL  RANGE 
OF  FUNDS. 
ALL  COMMITTED 
TO  HIGHER  YIELDS. 


•  Government  Money  Funds 
'  Tax-Free  Money  Funds 
'  State  Tax-Free  Money  Funds 


'  Government  Bond  Funds 
'  Tax-Free  Bond  Funds 
'  State  Tax-Free  Bond  Funds 


Visit  our  Nationwide  Investor  Centers  or  Call  24  Hours 

1-800-544-8888 


FMelily 


Investments 

Common  sense.  Uncommon  results. 


*Past  performance  is  no  guarantee  of  future  results.  Fidelity  is  reimbursing  a  portion  of  some  of  the  Funds'  expenses.  Expense  reimbursements  may 
be  revised  at  any  time,  at  which  time  yields  and  returns  will  go  down.  Share  prices  (except  on  money  market  hinds),  yields  and  returns  wiJI  vary 
**Transactions  will  reduce  your  yield. 
For  more  complete  information  on  any  Spartan  Fund,  including  charges  and  expenses,  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest 
2r      or  send  money.  Fidelity  Distributors  Corporation  (General  Distribution  .\gent),  82  Devonshire  Street,  Boston,  MA  02109.  CODE:  BW/SPF/062491 
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LOOKING  FOR  GROWTH? 
TAKE  A  GOOD  lOOK  OVERSEAS 


Falling  interest  rates  abroad  should  give  the  markets  just  the  tonic  they  need 


The  dollar  is  rebound- 
ing, and  Wall  Street  is 
near  a  record  high.  So 
why  invest  overseas? 
For  one  good  reason: 
growth. 

With  interest  rates 
falling  abroad,  many  global  stock-pick- 
ers expect  foreign  markets,  some  of 
which  have  lagged  behind  U.  S.  markets, 
to  deliver  handsome  rewards.  Market  ex- 
perts are  especially  high  on  Europe  and 
Australia.  Even  Japan,  whose  market  is 
barely  up  this  year  fol- 
lowing the  crash  of 
1990,  offers  some  in- 
triguing values  for  any- 
one courageous  enough 
to  test  Tokyo's  troubled 
waters. 

SPICY.  There  is  little 
doubt  that  interest 
rates  abroad  have  room 
to  fall.  Short-term  U.  S. 
yields  have  fallen  below 
6%  as  the  economy  has 
slowed.  But  German 
rates  are  stuck  at  9%, 
while  those  in  Japan  are 
holding  at  73/4%.  As 
their  economies  contin- 
ue to  lag,  say  traders, 
both  countries'  central 
banks  will  likely  start 
cutting  rates  later  this 
year.  That  could  spice 
up  consumer  spending 
and  corporate  profits, 
giving  the  bourses  just 
the  tonic  they  need. 

The  end  of  the  Per- 
sian Gulf  war  and  signs 
of  lower  rates  in  some 
European  markets  have 
already  boosted  some  bourses  20%  or 
more  this  year.  But  Walter  Temperli, 
chief  investment  strategist  at  Zurich's 
Bank  Vontobel,  thinks  a  more  wide- 
spread drop  in  European  rates  could 
push  stocks  up  "another  15%-  to  20%'." 

Temperli  likes  Germany,  Italy,  Swit- 
zerland, and  Britain,  where  price-earn- 
ings ratios  still  are  at  their  lowest  levels 
in  nearly  a  decade.  But  he  and  analysts 
at  Salomon  Brothers  Inc.  and  Shearson 
Lehman  Brothers  Inc.  are  also  especially 


high  on  the  French  market.  Home  to  a 
host  of  companies  that  aggressively  ex- 
panded into  the  U.  S.  recently,  France  is 
now  reaping  the  benefits  of  the  dollar's 
18%  rise  against  the  franc  this  year. 

Francois  Langlade-Demoyen,  director 
of  research  at  Credit  Suisse  First  Boston 
(France),  recommends  Accor,  the  hotel 
chain  that  acquired  Motel  6  last  year, 
and  Schneider,  the  electrical-equipment 
maker  that  recently  bought  Square  D. 

Any  move  by  Banque  de  France  to  cut 
rates  this  summer  could  also  give  a  kick 


'iPO 


to 

ipae 


lei 


to  domestic  issues.  Among  the  Paris  bro- 
kers' favorites  are  building-materials 
maker  Ciments  Fran^ais,  small-appliance 
maker  Moulinex,  and  Castorama,  a  popu- 
lar do-it-yourself  chain. 

European  financial  stocks  also  would 
reap  benefits  from  lower  rates.  Some 
money  managers  favor  Swiss  insurers, 
including  Swiss  Reinsurance,  Zurich  In- 
surance, and  Baloise-Holding.  But  others 
favor  steering  straight  for  Frankfurt, 
which  was  out  of  favor  during  much  of 


1991  amid  jitters  over  the  unificatioi 
Germany. 

Temperli  is  buying  two  of  Germa: 
bluest  chips — Deutsche  Bank 
Dresdner  Bank.  He  reasons  that  tl 
earnmgs  have  held  up  better  than 
pected  and  that  their  large  investmt 
in  east  Germany  will  soon  pay  off. 

Prospects  for  some  other  Gerr 
companies  seem  bright.  Heinz  J.  H( 
mann,  CEO  of  Frankfurt's  Commerz 
ternational  Capital  Management,  exp( 
corporate  earnings  to  rise  7%  to  10% 
year.  He  recomme 
that  global  investors 
locate  up  to  10%  of  tl 
portfolios  to  the  Fra 
furt  market.  Amc 
picks  by  other  Fra  s  ii 
furt  pros  are  Dainr  >ri\i 
Benz  and  BMW.   E;  - 
has  unveiled  new  lii 
of  cars  recently.  A 
the  stronger  dollar  £ 
expected  U.  S.  recov(  i_ 
should  give  a  boost 
their  exports. 
DEEP  CUT.  Some  Bri 
issues  also  should  bell; 
fit  from  a  turnaroi:  Ion 
across    the    Atlant  m, 
Daniel  J.  Duane,  m  sim 
aging  director  of  P  im 
dential  Equity  Manaj  [dti 
ment  Associates,  lit  for 
Guinness,  the  interi  |g 
tional  brewer,  and  Bo  i  (^ 
Shop,  the  natural-ci  [J 
metics  retailer  that 
pushing  its  populaiitj 
priced  lines  into  Euro] 
the  U.  S.,  and  Japf  tt\- 
And  with  hopes  risi  i^', 
that  the  Bank  of  E 
gland  will  slash  interest  rates  to  p  |j. 
Britain  out  of  its  deep  recession,  Richaj] 
L.  Holbrook,  director  of  international 
search  at  the  California-based  mon( 
management  firm  of  Bailard,  Biehl 
Kaiser  Inc.,  favors  National  Westm 
ster  Bank  and  retailer  Marks  &  Spenc(  ly, 

Holbrook,  among  other  money  mana 
ers,  also  has  his  eye  on  Spain,  one  of  t 
hottest  markets  in  Europe.  The  count 
is  benefiting  from  a  construction  boo 
as  it  prepares  to  host  the  Olympics  and 
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Id's  Fair  next  year.  Not  sur- 
ngly,  he  likes  builders,  includ- 
Dragados  and  Focsa.  Other 
pick  Telefonica,  the  Spanish 
16  system,  whose  shares  have 
ed  as  it  has  gone  on  a  global 
vth  kick. 

16  Netherlands,  home  to  many 
tinationals,  also  is  winning 
56  from  some  quarters.  Mar- 
Mansoury,  European  strate- 
with  Credit  Suisse  First  Bos- 
recommends  Pakhoed,  a 
sport  group,  and  chemical 
er  DSM.  And  Helmuth  Saure 
1  of  research  at  Switzerland's 
k  Julius£aer,  likes  Ahold,  a 
cjjainthatXowns  America's 
Markets  focm  stores, 
r  SPOT.  Some  savvy  fund  man- 
's say  you  shouldn't  forget  the 
fic  Basin  when  shopping  the 
d's  bourses.  In  Australia,  in- 
st  rates  have  been  fall 
ply  for  months.  Aussi^^^Sanks 
to  be  especially  buys, 
^ionalAiistralia  Bank  and 
tpac  Banking  trading  at  only  seven 
s  earnings  but  sporting  yields  of 
it  7%.  "They  are  cheap,  cheap, 
p,"  says  Holbrook. 
le  big  global  soft  spot  is  Japan, 
re  investors  still  haven't  shaken  off 
:rauma  of  1990's  collapse.  Nikko  Re- 


STOCKS  FOR 
A  GLOBAL  RECOVERY 


Price 

Dollars 
per  share 

1991  percent  change* 

In  local  In 
currency  dollars 

SHINKOSHOJI  JAPAN 
Chip  trader 

$12.27 

70% 

63% 

BMW  GERMANY 
New  lines  may  spur  exports 

299.00 

51 

27 

CASTORAMA  FRANCE 
Bustling  do-it-yourself  chain 

221.00 

41 

19 

WESTPAC  BANKING  AUSTRALIA 

Solid  bank,  7%  yield 

3.33 

34 

30 

tElEFONICA  SPAIN 
E)q}anding  worldwide 

9.25 

20 

5 

STtfANEL  ITALY 
Uotcale  women's  clothier 

4.39 

20 

3 

^UTSCHEBANK  GERMANY 
Profits  goining 

386.00 

14 

-4 

MARKS  &  SPENCER  BRITAIN 
Counting  on  falling  rates 

4.23 

13 

-2 

Through  June  10 


DATA:  SMITH  NEW  COURT  CARL  MARKS  INC.,  BW. 


search  Center  Ltd.  Chairman  Michiyg 
Matsukawa  says  he  is  "crossing  my  fir 
gers"  that  Bank  of  Japan  Governor  ya- 
sushi  Mieno  will  rev  up  the  market  miis 
summer  with  a  modest  interest-rate  eut. 
But  that  measure  might  not  be  enough. 
Edwin  C.  Merner,  director  of  Schroqer 


Investment  Management  (Japan) 
Ltd.,  thinks  the  Nikkei  will  finish 
the  year  between  26,000  and 
27,000,  little  changed  from  its  pres- 
ent level. 

LITTLE  GLORY.  Despite  the  slim 
pickings,  Merner  has  good  things 
to  say  about  Shinko  Shoji,  a  semi- 
conductor chip  trader,  and  Suzuki 
Denko  Kogyo,  a  Fujitsu  Ltd.  sales 
agent  benefiting  from  strong  tele- 
communications and  computer 
sales.  And  with  the  yen  weakening 
against  the  dollar.  Prudential's 
Duane  advises  moving  into  suppli- 
ers to  big  exporters  that  should 
get  a  boost  out  of  resurgent  U.  S. 
sales.  His  favorites  include  Tokyo 
Ohka  Kogyo,  a  maker  of-  compo- 
nents for  liquid-crystal  computer 
screens.  But  neither  he  nor  other 
portJoIio^rosxare  convinced  Tokyo 
iXany where  nekr  ready  to  recove 
its  past  glory. 

Indeed,  so  far  this  year,  most  of 
the  glory  has  been  found  on  Wall 
Street.  But  more  and  more,  money 
mavens  feel  that  the  next  big  move  will 
occur  offshore,  as  the  global  economy 
begins  to  stir.  For  the  globalists,  th 
party  is  still  ahead. 

Bi/  Blanca  Riemer  in  Paris  and  William 
Glasgall  in  New  York,  with  Ted  Ho0en  in 
Tokyo 


TORO,  TOKO'.  THE  RAGING  BOISA  SOUTH  OT  THE  BORDER 


tack  in  the  scary  days  of  the 
Mexican  debt  crisis  nearly  a  de- 
cade ago,  Mexico  City's  tiny 
ck  market,  the  Bolsa  Mexicana  de 
lores,  was  no  place  for  the  faint  of 
irt.  With  peso  devaluations  and  col- 
sing  oil  prices  ever-present  threats, 
:  market  would  lurch  and  dive  at  the 
rhtest  whiff  of  trouble. 

""or  investors   who  stuck  _it  out, 

lugh,  Mexico  turned  to  puregoT 
'  country'-fimerged  from  its  depres- 
n  aijd^'flrew  closer  to  free  trade  with 
C^.  S.,  the  Bolsa — now  housed  in  a 
irkling  glass  pyramid — exploded 
art).  Between  1982  and  1990,  it  rose 
rtyfold.  This  year,  the  market  has 
/anced  a  further  78%,  making  it  the 
rld's  No.  1  performer.  "Mexico's 
g-term  prospects  are  terrific,"  says 
i  Lenagh,  manager  of  the  Freedom 
)bal  Fund,  which  has  invested  11% 
its  $32  million  worth  of  assets  in  the 
'.x^iraii^  market. 

PAIR  WORK.  Behind  the  boQUKis  a 
ve  of  foreign  investment  in  stocks, 
ids,  and  industrial  projects.  It  began 
in  before  Congress  gave  President 
sh  the  authority  to  negotiate  a  trade 
il  with  Mexican  President  Carlos  Sa- 


linas de  Gortari  last  month.  As  much 
as  $15  billion  could  flow  into  Mexico 
this  year,  on  top  of  $10  billion  in  1990, 
estimates  economist  Rogelio  Ramirez 
de  la  0.  That  could  help  Mexico  to 
grow  as  much  as  5%  in  1991. 

The  investment-fu- 
eled growth  spurt  will 
mean  big  business  for 
Mexican  companies. 
The  list  of  big  winners 
,  should  include  Cemen- 
Mexicanos  (Ce- 
I,  which  has  two- 
thWs  of  the  Mexican 
cement  market,  and 
Tubos  de  Acero  de 
Mexico,  whose  steel 
pipes  will  help  Mexico 
revitalize  its  oil  patch, 
foney  managers  are 
llso  high  on  Mexico's 
phone  monopoly,  Te- 
lefonos  de  Mexico, 
which  recently  floated  $1.8  billion 
worth  of  shares  as  part  of  a  privatiza- 
tion deal.  Another  favorite  is  Kimberly- 
Clark  de  Mexico,  the  country's  largest 
consumer-goods  manufacturer.  And 
Michael  T.  Porter,  a  closed-end  fund 
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specialist  at  Smith  Barney,  Harris 
Upham  &  Co.,  is  partial  to  the  Mexico 
Equity  &  Income  Fund,  one  of  three 
Mexican  closed-end  funds  trading  in 
the  U.  S. 

Despite  the  excitement,  Mexico 
hasn't  lost  all  of  its 
Third  World  attri- 
butes. Inflation  is  a 
stubborn  20%-,  an  over- 
valued peso  is  contrib- 
uting to  a  yawning 
trade  deficit,  and  the 
country  still  owes  for- 
eign lenders  $95  bil- 
lion. But  Salinas  has 
powerful  friends  in 
Washington,  who  have 
shown  they  will  go  to 
great  lengths  to  keep 
Mexico's  economy  on 
an  even  keel.  And  Sali- 
nas himself  is  expect- 
ed to  continue  bending 
over  backward  to  woo  foreign  inves- 
tors. He  may  not  be  able  to  guarantee 
the  Bolsa  another  explosive  gain.  But 
he  will  try  his  darnedest  to  keep  its 
remarkable  run  from  faltering. 

By  Stephen  Baker  in  Mexico  City 


J  I  I  I  I  L 


JUNE  11, '91 


^R  INVESTMENT  OUTLOOK 


BUSINESS  WEEK/JUNE  24,  1991  83 


BOND  INVESTORS 

SHOULDN'T  HIT  THE  PANIC  BUTTON 


The  markets  are  worried  that  recovery  will  send  rates  skyward — but  that  sort  of  upturn  isn't  likel 


The  party's  over,  but 
is  it  time  to  go  home? 
The  bond  market  rally, 
which  began  last  fall, 
peaked  in  mid-Febru- 
ary with  the  end  of  the 
Persian  Gulf  war. 
Since  then,  bond  prices  have  edged 
down — 4.5''c  for  the  benchmark  30-year 
Treasury — as  evidence  has  accumulated 
that  the  recession  is  ending.  Says  Hugh 
A.  Johnson  Jr.,  chief  investment  officer 
at  First  Albany  Corp.:  "No  wonder  the 
bond  market  is  demoralized."  Traders 
fear  that  a  robust  recovery  later  this 
year  will  spark  inflation  and  push  up 
rates,  which  translates  to  plunging  bond 
prices. 

The  big  question  is  whether  credit 
markets  are  overreacting.  The  answer 
is,  probably.  Most  forecasters  expect  the 
recovery  to  be  anemic.  Inflation  should 
remain  low.  Washington,  hemmed  in  by 
last  fall's  budget  accord,  isn't  even  try- 
ing fiscal  stimulation.  Convinced  that  its 
work  juicing  the  economy  is  done,  the 
Federal  Reserve  Board  isn't  about  to 
continue  its  campaign  to  lower  short- 
term  rates.  Fed  governors'  main  goal 
now  is  forestalling  any  inflationary  up- 
surge. And  dealing  with  leftover  corpo- 
rate debt  burdens  from  the  1980s  will  be 
a  major  brake  on  pell-mell  expansion. 
Says  a  senior  Fed  official:  "That  will  be 
like  a  sea  anchor  on  the  economy." 

Result:  While  rates  will  nudge  up  for 
the  rest  of  1991  (chart),  they  show  no 
inclination  to  spiral  back  to  the  9/f  level, 
where  the  long  Treasurv  was  in  early 
1989.  By  Merrill  Lynch  &  Co.'s  analysis, 
the  spread  between  3-month  and  30-year 
Treasuries  should  end  the  year  at  about 
its  present  wide  gap;  3  percentage 
points. 

SEVEN-YEAR  NICHE.  How  to  play  that? 
One  suggestion:  Buyers  of  the  30-year 
•lond  may  want  to  wait  a  bit  to  lock  in 

■  ijrher  yields.  Cautious  investors  who 

■  -h  to  get  into  the  market  now  are 

-ed  to  try  intermediate  maturities — 
"  •  12  years.  Seven-year  Treasuries 
yk\  '  :,'.out  8.3'a,  almost  as  much  as  long 
he  7-year  is  half  as  volatile  in 
■he  30-year,"  says  David  M. 
'  _  f  economist  at  Standard  & 


price 
B)it;-.o 
Poor'; 


A  popular  alternative  is  municipal 
bonds,  the  only  major  tax  shelter  left. 
Muni  investing,  though,  is  suddenly 
treacherous.  Several  cities  and  states  are 
fiscally  shaky,  so  careful  attention  to 
credit  quality  is  vital  (page  86). 

Corporate  bonds,  long  a  favorite  of 
those  seeking  higher  yields  than  Trea- 
suries, are  less  alluring.  Late  last  year, 
investment-grade  corporates  fetched  an 
enticing  1.3  percentage  points  ahnve 


"Your  bond  still  could  be  downgra 
from  AA  to  A."  Many  companies 
have  problems,  and  downgrades  w 
abate  much  in  the  short  term. 

Junk  bonds,  oddly  enough,  are  look 
brighter.  That's  true  at  least  for 
tiered  junk — BB+  and  BB — whose  i; 
ing  companies  have  strong  cash  fl( 
and  preferably  are  in  recession-pi 
consumer  goods.  "A  recovery  me 
they'll  be  in  an  even  better  positior 


"That's  a  good  trade-off.' 


I'l.iiiipai'alilt'  Ti'easui'it'.-,  .Xnw  ai  la;> ,  Mit- 
spread  is  more  like  0.7,  mainly  because 
investors  feel  corporates  will  be  less  sus- 
ceptible to  downgrades  in  a  recovery. 
Such  a  notion  has  merit.  But  with  that 
small  a  premium,  investing  in  corporates 
"doesn't  pay,"  says  F.  Allen  Weisenfluh, 
vice-president  for  corporate  finance  at 
John  Hancock  Mutual   Insurance  Co. 
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pay  their  debt,"  says  Albert  .1. 
of  Golly  Investment  Management 
But  beware  of  lower-tier  junk,  where 
faults  could  still  strike  at  any  time. 

Investors  should  look  into  new  issi 
of  junk,  which  until  recently  seemed 
tinct.  Hailed  by  analysts  as  a  solid 
speculative  credit,  Johnson  Coca-C 
Bottling  Group  Inc.,  rated  at  BB  +  ,  $■ 
$1.50  million  of  its  bonds  on  June  6.  1 
yield:  a  tasty  11..5^'f. 
SMALL  SPREAD.  Mortgage-backed  seci 
ties,  pools  of  individual  mortgages  gu 
anteed  or  insured  by  the  federal  gove 
ment,  offer  risk  avoidance  and  higl 
yields  than  Treasuries.  Trouble 
difference  has  narrowed  from 
point  six  months  ago  to  0.8  now 

Every  bond  market  forecast 
with  a  built-in  caveat:  Unforeseen  evei 
have  a  way  of  upsetting  the  most  b: 
liant  scenarios.  A  sharp  deviation  frcl 
the  expected  recovery,  for  instan( 
would  yank  rates  back  down.  "Wj 
bonds,"  says  S&P's  Blitzer,  "somethl 
bizarre  can  always  happen." 

By  Larry  Light  in  New  York,  with  #)] 
McNamee  in  Washington 
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It  might  be  an  extra  pillow.  Or  a  lightly  scented  hot  towel.  Maybe  it's  the  Independent  Television  News  beamed  daily 
via  satellite  from  London.  All  little  tilings.  But  v/hile  we  operate  the  youngest,  most  modem  fleet  around  the  world, 
we've  never  forgotten  how  important  those  little  things  can  be.  Singapore  Airlines  flies  to  over  60  cities  across 

A  great  way  to  fly 

5  continents  with  a  standard  of  inflight  service  even  other  airlines  talk  about.  SinCAPORE  AIRLIHES 


unicipal  Bonds 


MUNIS:  THEY'RE  MORE  DANGEROUS, 
BUT  STILL  ALLURING 


Defaults  and  downgradiiigs  of  issues  have  risen,  but  so  have  the  tax-free  yields 


The  city  of  Bridgeport, 
Conn.,  files  for  bank- 
_  ruptcy.  Philadelphia 

|fl||gflHHk^|k   teeters  on  the  brink  of 
■^HHH^I   insolvency.  Many  state 
5^^^^^^^H   governments  face  their 
.....  .  M  ^orst  financial  crisis  in 

decades.  So  why  are  investors  still 
pumping  money  into  the  $840  billion  mu- 
nicipal-bond market? 

Taxes.  Hard-pressed  states  hiked  in- 
come taxes  by  about 
$2.5  billion  in  fiscal 
1991.  Eleven  states  are 
proposing  income-tax 
increases  in  their  1992 
budgets.  That  has  made 
munis,  whose  interest  is 
exempt  from  federal 
and  often  state  and  lo- 
cal taxes,  increasingly 
attractive  next  to  tax- 
able investments. 
TOUGHER  TIMES.  At  the 
same  time,  though,  the 
fiscal  troubles  of  state 
and  local  governments 
are  making  the  muni 
market  more  hazard- 
ous. Agencies  that  rate 
the  creditworthiness  of 
munis  are  downgrading 
an   increasing  number 


Historically,  munis  have  been  among 
the  safest  bets  for  conservative,  yield- 
conscious  investors.  Top-quality  20-year 
munis  now  yield  about  6.9%,  equal  to  a 
WA  yield  on  a  taxable  investment  for 
those  in  the  317(  bracket.  Investors  who 
pay  state  and  local  income  taxes  can  do 
even  better.  To  top  the  tax-free  yield  of 
the  20-  and  30-year  8.55%^  New  York  City 
bonds  sold  recently,  a  city  resident  in  the 
top  bracket  would  have  to  find  a  tax- 


their  bets  with  muni-bond  funds.  Fori 
year  to  date,  general  municipal-b| 
funds,  up  4.3%,  have  outperformed 
fixed-income  funds  except  corpo 
bond  funds,  which  rose  5.4%',  and  h 
yield  corporate  bond  funds,  up  18.77' 
'CRATERS.'  Investors  are  also  bu 
more  insured  munis.  These  are  ins 
by  AAA-rated  insurance  companies 
guarantee  interest  and  principa 
an   issue   defaults.   Insured  mu 
which  now  make 
30%   of  the  marl- 
trade  about  10  to  25 
sis  points  below  con 
rable  uninsured  issi 
More  attention  is 


being  paid  to  conserBj 
tive  "pre-refund( 


of  issues.  A  downgrade  indicates  belief 
that  a  municipality  is  likely  to  have  a 
tougher  time  generating  cash  flow  to 
meet  future  interest  obligations.  While 
upgrades  outpaced  downgrades  in  1989, 
three  times  as  many  muni  bond  issues 
were  downgraded  as  upgraded  last  year. 
Growing  concern  over  credit  quality  has 
increased  the  difference  in  yield  between 
the  highest-  and  lowest-rated  invest- 
ment-grade bonds  (chart). 

Even  worse,  outright  defaults  are  ris- 
ing rapidly.  So  far  this  year,  at  least  $2.2 
billion  of  munis  have  defaulted,  mostly 
',  the  city  and  county  level.  That's  vs. 
.>'  .8  billion  for  all  of  1990,  and  $1  billion 
foi-  1989.  Revenue  bonds,  issues  whose 
;  te-osl.  is  paid  by  dedicated  revenue 
■-.■!••■;  such  as  highway  tolls,  dominate 
deKi.'.;'  s.  During  1991,  estimates  C.  Rich- 
ard •.  ■h)nann,  editor  of  Defaulted 
Bond.-.  Scvftletter,  some  $4  billion  in 
muni  i.-  'ies  could  default. 


able  investment  yielding  more  than  14%. 

How  can  muni  investors  avoid  credit 
pitfalls?  Venturesome  players  who  pre- 
fer to  buy  individual  issues  can  stick 
with  AAA-rated  munis.  Bonds  sold  by 
states  such  as  Tennessee,  with  low  debt 
levels,  are  good  bets.  And  "essential  ser- 
vice revenue  bonds,  such  as  water,  sew- 
er, and  electric  bonds, 
provide  a  relative  de- 
gree of  stability  in  re- 
cessionary times,"  says 
William  W.  Fish,  man- 
ager of  municipal  re- 
search at  Donaldson, 
Lufkin  &  Jenrette  Secu- 
rities Corp.  For  buy- 
and-hold  investors,  he 
recommends  10-year 
San  Antonio  Electric  & 
Gas  revenue  bonds, 
which  yield  around  7% . 

Many  investors  hedge 
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munis,  whose  interes 
paid  by  escrowed  p( 
folios  of  U.  S.  Treas- 
securities. 

Despite  the 
market's  credit  pr  I 
lems,  industry  obsjil 
ers  don't  expect  c: 
clysmic  collapses.  "1 
market  as  a  wh 
should  be  fairly  stal 
with  the  occasional  c 
ter,"  says  Nancy  A. 
terback,  a  vice-presid' 
for  municipal  research  at  Kidder,  P 
body  &  Co.  Most  muni  analysts  feel  t 
what  appears  to  be  an  impending  e 
nomic  recovery  will  further  stabilize 
market. 

Yet  investors  shouldn't  let  down  ti 
guard.  Even  if  the  economy  rebou 
fiscal  stress  on  state  and  local  govej 
ment  will  not  disapp(| 
soon.  Revenues  are 
expected  to  grow 
fast  as  they  did  in 
1980s,  and  spendi 
needs  will  continue 
increase.  Choosing 
municipal  bond  will 
no  walk  in  the  pa 
More  often  than  n 
it  will  seem  like 
toeing  through  a  mi 
field. 

By  Suzanne  Woolley\ 
New  York 
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esenting  ACarWeU  PreparedToTake  OnVDiu  Fellow  Diim 


Well,  at  least  some  people  give  you  fair  warning. 
Most  bad  drivers  don't.  They're  often  extremely 
spontaneous,  to  put  it  mildly. 

An  excellent  way  to  cope  with  some  of  their  worst 
lapses  is  the  Subaru  Legacy.™ 

It  has  an  advanced  full  time  four  whed  drive  sys-; 
tem  that  helps  it  handle  sudden  turns  and  maneuvers 
with  remarkable  assurance.  Exactly  |C 
I  what  you'd  expect  from  the  car  &3^J 


maker  that's  offered  more  traction  to  more  people 
for  more  years  than  any  other. 

And  for  some  obstacles  that  even  the  agility  of 
four  wheel  drive  can't  sidestep,  the  Subaru  Legacy 
also  offers  the  controlled  stopping  power  of  sophisti- 
cated anti-lock  brakes. 

Look  at  it  this  way.  Since  the  next  guy  is  capable 
k  ■      °^  almost  anything,  shouldn't  the 

|#^^pHS^J®    same  be  true  of  your  next  car? 


We  built  our  reputation  by  building  a  better  car 


•"or  more  information  and  your  nearest  Subaru  dealer,  call  1 800-284  -8584. 


The  business  goal  of  any  airline  is  simple:  to  get  maxi- 
mum revenue  from  every  available  flight.  But  to  reach 
that  goal  takes  nothing  less  than  the  most  sophisti- 
cated information  systems. 

That's  why  every  airline  has  to  choose  a  computer 
company  it  can  rely  on  to  handle  its  mission-critical 
applications  like  reservations,  departure  control, 
cargo  and  flight  operations. 

And  that's  why,  in  the  last  several  months.  Thai 
Airways,  Mexicana  Airlines  and  TAP-Air  Portugal 
placed  large  orders  with  Unisys.  They  join  a  growing 
roster  of  carriers  like  Air  France,  All  Nippon,  North- 
west and  United. 

Of  course,  trusting  your  airline  to  Unisys  is  nothing 
new.  The  fact  is,  14  of  the  world's  top  20  airlines 
choose  Unisys  computers  to  help  them  arrive  at  their 
business  goals. 

So  if  running  your  business  organization  depends 
on  high-volume,  transaction-intensive  computing,  call 
Unisys  at  1-800-448-1424,  ext.  67.  Working  in  over  100 
countries,  Unisys  offers  information  systems  that  can 
give  any  enterprise  a  real  lift. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 
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SMALL  IS  BEAUTirUL- 
SMALL  CAPS,  THAT  IS 


After  a  five-year  lull,  they're  leading  the  fund  pack.  But  for  how  long? 


Tom  Maguire  is  having 
a  superb  year.  The 
SAFECO  Growth  fund 
he  manages  soared 
44.849'  through  June  7, 
the  fifth-best  return 
out  of  962  equity 
funds.  The  small-cap  stock  fund's  suc- 
cess boosted  its  assets  from.  $65  million 
at  the  beginning  of  the  year  to  its  cur- 
rent $123  million.  Maguire  hit  home  runs 
with  the  likes  of  retailer  Cascade  Inter- 
national and  addiction  treatment  center 
Sierra  Tucson.  Both  have  more  than  dou- 
bled since  he  bought  them  a  year  ago. 
Says  Maguire:  "Tt's  been  a  great  year 
for  extremely  obscure  stocks  with  good 
growth  records." 

Pounds  such  as  S.VFECO  Growth  tell  the 
tale  of  199rs  biggest  mutual-fund  suc- 
cess story:  Think  small.  Many  of  the  top 
50  funds  were  small-cap  stock  funds  (ta- 
ble, page  91),  ranging 
from  third-ranked  Ober- 
weis  Emerging  Growth  to 
15th-ranked  Merrill  Lynch 
Special  Value  A  to  50th- 
ranked  Kaufmann.  Even 
the  average  small-compa- 
ny fund  racked  up  hand- 
some gains  of  28.24'/,  vs. 
16.49'A  for  the  Standard  & 
Poor's  500-stock  index. 
HEAVY  METAL.  The  rip- 
roaring  market  benefited 
larger-cap  stock  funds,  as 
well.  Indeed,  the  first  half 
of  1991  has  been  among 
the  very  few  periods  when 
the  equity-fund  category 
as  a  whole  beat  the  S&P 
500,  rising  an  average  of 
17.687'.  U.S.  funds  did  es- 
pecially well.  After  years 
of  being  bested  by  foreign 
stocks,  that's  a  welcome 
change.  U.  S.  diversified- 
equity  funds — which  don't 
include  international  or 
sector  funds — climbed 
22.Z'  '',  while  global  stock 
funds  were  up  just  8.9r.v . 

Among  industry  sec- 
tors, the  biggest  gains 
came  in  finance,  health 
care,    and  technology. 


Many  financial  stocks  finally  sprang 
back  after  being  beaten  down  by  fears 
of  impending  financial  disaster,  which 
helped  financial  funds  to  increase  35.57. 
Health  care  funds  soared  29.847,  and 
technology  funds  were  up  25.54'f.  But 
there  were  some  dogs.  Gold  and  pre- 
cious-metals funds  dominated  the  list  of 
the  50  worst  performers.  Precious-met- 
als funds  lost  0.107.  Eight  funds  that 
invest  in  European  stocks  also  were  in 
the  dumps  because  of  the  rise  in  the 
U.  S.  dollar. 

Following  equities'  lead,  junk  bonds 
continued  their  miraculous  turnaround. 
Of  the  15  top-performing  bond  funds,  13 
were  junk  funds.  Through  June  7,  they 
enjoyed  a  19.66','  gain.  Topping  the  list 
was  Dean  Witter  High-Yield  Securities, 
with  a  42.41/'  gain  that  almost  exactly 
made  up  for  its  abysmal  40.17'  loss  in 
1990.  And  some  think  iunk  bonds  have 
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HOW  STOCK-FUND 
GROUPS  FARED 


Group                      Total  return* 

Financial 

35.50% 

Health 

29.84 

Small-company 

28.24 

Technology 

25.54 

Maximum  growth 

26.81 

Specialty-miscellaneous  22.12 

Growth 

20.00 

Growth-income 

16.24 

Equity-income 

14.84 

Option  enhanced 

12.74 

Balanced 

11.89 

Income 

12.98 

Asset  allocation 

9,33 

International 

8,91 

Natural  resources 

9.30 

USIities 

4.19 

Precious  metals 

-0.10 

Diversified  U.S.  equity 

20.20 

HOW  THE  LARGEST 
FUNDS  PERFORMED 


All  equity  funds 


17.68 


S&P  500  INDEX 


16.49 


Appreciation  plus  reinvested  dividends 
and  capital  gains  Jan.  1  through  June  7 
DATA.  MORNINGSTAR  INC. 


Fund 

Total  return* 

Fidelity  Magellan 

27.56% 

Windsor 

24.99 

Templeton  World 

20.79 

Fidelity  Equity-Income 

20.41 

Fidelity  Puritan 

17.68 

Investment  Co.  of  America 

17.08 

Pioneer  II 

16.95 

Washington  Mutual  Investors 

16.38 

Twentieth  Century  Select  Investors 

14.56 

American  Mutual 

13.61 

*  Appreciation  plus  reinvestment  of  dividends  and  capital 

gains  Jon.  1  through  June  7 

DATA:  MORNINGSTAR  INC 

further  to  go.  "It's  not  going  to  b 
repeat  of  the  incredible  move  off 
bottom,  but  there's  still  a  fair  amoun 
upside  left  in  these  bonds,"  says  Mid 
A.  McNamara,  who  manages  the  1( 
ranked  Kemper  High- Yield  fund. 

While  junk  delighted,  the  rest  of 
fixed-income  universe  disappointed, 
total  return  of  taxable  fixed-inco 
funds  was  a  mere  3.27c.  The  worst  j 
formers   were   international,  wh 
turned  in  a  paltry  1.31%  because  of 
strengthening  dollar  and  the  weak  Ja|:i 
nese  stock  market. 
SMALL  WONDERS.  As  usual,  some  of 
smallest  and  riskiest  equity  fur  kr 
topped  the  list.  The  No.  1  fund  was  1 
Angeles-based  Prudent  Speculator 
veraged.  With  just  $20.5  million  um 
management,   it  gained  59.287.  Lfci 
many  top  performers,  it  did  terribly 
1990.  Partly  because  of  the  fund's  use 
leverage  to  buy  unpopu|^e 
stocks    with  borrow 
monev,    it    was    do  ( 
37.67.'  The  tiny  $2.4  r  ^ 
lion  American  Heritapie 
fund  was  up  58.337, 
the  heels  of  a  30.77  lefts 
last  year.  Manager  He: 
H.  Theime  is  realizing 
big  gains  in  technolo|5lei 
and  medical  stocks 
moving  into  financial  a 
cyclical  stocks. 

The  two  largest  equ 
funds  didn't  make  the  t 
50,  but  they  did  banc 
beat  the  s&P  500.  Fidel 
Investment's  Magell 
fund,  with  a  colossal  $l'|si\ 
billion  in  assets,  was 
27.56';.  And  Winds 
fund,  with  $7.6  billion 
der  management, 
creased  24.999'.  After 
decline  of  15.57  in  19{ 
Windsor's  big  investme 
in  financial  stocks  start  te 
paying  off. 

Among  the  major  qudtj 
tions  for  many  fund  inv( 
tors  is  whether  the  exp 
sive  small-cap  stock  ral 
has  further  to  go.  Most 
the  climb  in  small-comp 


in 
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stock  funds — 25.147'  to  be  precise — 
e  in  the  first  quarter.  They  have 
'd  just  3.1%  during  the  second  quar- 

Tyier  Jenks,  research  director  at 
on  Bioch  Carre,  a  mutual-fund  con- 
ng  firm,  points  out  that  much  of 
-quarter  gains  came  during  an  even 
e  concentrated  period:  from  mid-Jan- 
'  to  late  February,  when  the  market 
ed  on  the  perception  that  the  allies 
Id  win  the  Mideast  war.  "What  looks 
a  great  six  months  is  really  a  great 
weeks,"  says  Jenks.  "The  rate  of 
vth  has  slowed  very  dramatically." 
GH  CHOICE.  Yet  many  analysts  argue 

the  recent  slowdown  is  just  a  lull 
■re  the  party  gets  rolling  again.  For 

long  years,  small-cap  stocks  have 
1  out  of  favor.  Robert  Rodriguez, 

manages  fourth-ranked  FPa  Capital 
1,  believes  that  recent  gains  will  be 

start  of  a  five-year  period  when 
11-cap  stocks  outperform  large-cap 
ks.  "A  shifting  of  the  guard  is  going 
■ight  now,"  says  Rodriguez,  who  is 
4.5%  in  cash.  Not  all  of  his  investors 
;  the  patience.  In  recent  weeks,  his 
3  million  fund  has  had  more  redemp- 
5  than  sales. 

ther  investors  in  small-cap  funds 
the  same  tough  decision:  whether  to 

1  out  big  gains  or  wait  for  the  next 
e  up.  Consider  investors  in  25th- 
:ed  Twentieth  Century  Ultra  Inves- 
fund,  which  has  jumped  a  phenome- 
87%  since  Oct.  11.  Quips  fund 
ager  James  E.  Stowers  III:  "It  was 
iant  on  our  part  to  be  100%  invested 
tie  bottom  of  the  market." 

repeat  performance,  though,  seems 
)ng  shot.  Investors  sitting  on  big 
is  may  want  to  move  into  value-ori- 
•d  small-cap  funds  instead  of  small- 
growth  funds,  says  Sheldon  Jacobs, 
or  of  the  No-Load  Fund  Investor 
sletter.  "I'd  pick  some  of  the  lag- 
is  and  not  chase  the  groups  that 

2  done  very  well,"  he  says.  "Get  out 
y'our  aggressive  mutual  funds  and 
into  something  that's  less  volatile." 
t  Fidelity,  the  mutual-fund  super- 
ket,  that's  exactly  what  investors 
doing.  The  best-selling  funds  from 
aary  to  May  15  were  the  most  ag- 
;sive  small-cap  stock  funds  and  the 
,or  funds,  says  Neal  Litvack,  vice- 
ddent  of  marketing.  As  of  May  15, 
ley  started  going  into  more  conserva- 
stock  funds,  such  as  Magellan.  "Un- 
;he  Dow  sustains  itself  above  3,000 
a  significant  period,  stock-fund  buy- 
will  continue  to  take  a  more  conser- 
ve approach,"  says  Litvack.  Trouble 
oy  that  time,  it  may  be  too  late  to 
:k  back  in. 

By  Leah  Nathans  Spiro  in  New  York 


ull  BUSINESS  WEEK  Mutual  Fund  Scoreboard, 
ted  monthly,  is  available  on  diskettes  by  monthly  or 
erly  subscription.  For  information  write  to  P.O.  Box 
,  Fort  Lee,  NJ.  07024,  or  coil  1  800  553-3575 


EQUITY  FUNDS: 
FIRST-HALF  STARS  AND  STRAGGLERS 


LEADERS 

Fund                                           Total  return* 

LAGGARDS 

Fund                                           Total  return* 

Prudent  Speculator  leveraged  59.28% 
American  Heritage  58.23 
Oberweis  Emerging  Growth  47.73 
FPA  Capitol  47.21 
SAFECO  Growth  44.84 

Strategic  Gold/Minerals  -13.68% 
Bruce  -10.61 
Shearson  Telecommunications  Income  -8.24 
Benham  Gold  Equities  Index  -7.81 
European  Emerging  Companies              -7. 17 

Financial  Strategic  Financial  Svcs.  43.53 
Fidelity  Select  Retailing  42.91 
C6M  Capital  Development  42.70 
Vista  Growth  &  Income  42.56 
Fidelity  Select  Financial  Services            41 .09 

Shearson  Precious  Metals  &  Minerals  -6.61 
Kemper  Gold  -6.55 
DFA  Continental  Small  Company  -5.89 
Blonchard  Precious  Metals  -5.46 
DR  European  Equity  -4.91 

Pornassus  41.08 
Security  Ultra  40.68 
Fidelity  Select  Savings  &  Loan  40.62 
Fidelity  Select  Medical  Delivery             40. 1 5 
Merrill  Lynch  Special  Value  A               40. 1 4 

Pilgrim  Corporate  Utilities  -4.13 
United  Services  World  Gold  -4.06 
Shearson  Precious  Metals  -3.24 
Colonial  Advanced  Strategies  Gold  -3.09 
ScudderGold  -2.77 

Merrill  Lynch  Phoenix  A  39.60 
Fidelity  Select  Regional  Banks  39.59 
SunAmerica  Aggressive  Growth  39.54 
MFS  Lifetime  Emerging  Growth  39.32 
Sherman  Dean  39.23 

Financial  Strategic  Gold  -2.61 
Equitable  Short-Term  WId  Income  Back  -2.61 
USAA  Investment  Gold  -2.45 
Van  Eck  Gold/Resources  -2.05 
Steadman  American  Industry               -1 .99 

Equity  Portfolio:  Growth  39.02 
Oppenheimer  Global  Bio-Tech  38.76 
Wall  Street  38.63 
Fidelity  Select  Brokerage  &  Investment  37.73 
Twentieth  Century  Ultra  Investors  37.63 

Fidelity  Select  American  Gold               -1 .93 
Financial  Strategy  Energy                    -1 .75 
MainStay  Gold  &  Precious  Metals          -1 .49 
Excel  Midas  Gold  Shares                    -1 .46 
Thomson  Prec.  Metals  &  Natural  Res.  B    - 1 .46 

MIM  Stock  Appreciation  37.42 
John  Hancock  Special  Equities  37.24 
United  New  Concepts  37.04 
Freedom  Regonal  Bank  36.83 
Fidelity  Select  Biotechnology  36.61 

MFS  Lifetime  Gold  &  Precious  Metals  -1.41 
Monitrend  Value                              - 1 . 36 
Shearson  Europe  0.00 
Colonial  VIP  Inflation  Hedge  0.20 
Eaton  Vance  Total  Return  0.42 

Financial  Strategic  Health  Sciences  36.60 
Transamerica  Capital  Appreciation  36.56 
Twentieth  Century  Giftrust  Investors  36.55 
T.  Rowe  Price  Science  &  Technology  36.52 
PaineWebber  Classic  Regional  Finl.  36.48 

Huntington  CPI+  0.59 
Freedom  Gold  &  Government  0.62 
Unified  Income  0.66 
Fidelity  Europe  0.83 
Lexington  Goldfund  0.99 

Nautilus  36.02 
Emblem  Ohio  Regional  Equity  35.98 
Pasadena  Growth  35.81 
Harbor  Growth  35.56 
Berger  100  35.52 

PaineWebber  Classic  World                  1 .00 
Bull  &  Bear  Gold  Investors  1.15 
Dreyfus  Capital  Value  1.18 
Financial  Strategic  European                   1 .27 
GAM  International  1.36 

Delaware  Group  Trend  35.28 
Twentieth  Century  Vista  Investors         35  .22 
Equitable  Growth  Bock-Load  35.19 
Keystone  Custodian  S-4  34.99 
Composite  Northwest  50  34.46 

Oppenheimer  Gold  &  Special  Minerals       1 .38 
Dean  Witter  European  Growth                1 .46 
United  Services  European  Equity  1.57 
T.  Rowe  Price  European  Stock                 1 .58 
Fidelity  Select  Energy  Service                 1 .64 

Fidelity  Select  Health  Core  34.45 
Piper  Jaffray  Emerging  Growth  34.40 
Financial  Strategic  Technology  34.40 
Afuture  34.01 
Kaufmann  33.99 

United  Services  Income  1.75 
Flag  Investors  International                    1 .83 
IDS  Precious  Metals  1.94 
Strategic  Investments  2.06 
MetLife-State  Street  Global  Energy  2.06 

S&P  500*  16.49% 
ALL  EQUITY  AVERAGE'  17.68% 

*  Appreciation  plus  reinvestment  of  dividends  Jon.  1  through  June  7 
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BUY  IF  YOU  CAN. 

SELL  ONLY  IF  YOU  MUST 


I 


Residential  real  estate  may  be  at  its  low  point,  but  commercial  properties  ai-e  still  plunging 


Real  estate  may  be  an 
epic  tragedy,  but  in  the 
downcast  audience 
you'll  see  a  few  smiles. 

Most  prominent 
among  those  who  are 
coming  out  ahead  are 
bottom-fishing  home  buyers,  who  are 
happily  taking  advantage  of  the  weak- 
ness in  prices.  At  the  peak  of  the  real 
estate  boom  in  1986,  housing  apprecia- 
tion beat  inflation  by  a  hefty  margin.  No 
more.  In  1991,  the  4.57'^  consumer  price 
index  hike  will  outstrip  the  puny  1.57' 
increase  in  one-family  home  prices — the 
third  year  in  a  row  that  housing  has 
failed  to  keep  up  (chart).  Prices 
are  actually  going  down  in  the 
Northeast  and  on  the  West 
Coast,  which  enjoyed  the  most 
spectacular  markets  in  the  1980s. 
According  to  the  National  Asso- 
ciation of  Realtors,  home  prices 
won't  show  any  material  upturn 
until  next  year  at  the  earliest. 
BE  REALISTIC.  Stable  prices,  cou- 
pled with  declining  mortgage 
rates,  have  sparked  a  recent 
minisurge  in  sales.  Odds  are  this 
won't  last.  Rates  are  about  as 
low  as  they're  likely  to  get — 
around  9.67'  for  a  conventional 
30-year  loan.  They  have  been 
inching  up  lately  because  of  the 
impending  economic  recovery. 
That  means  the  best  financing 
deals  are  available  now. 

For  sellers,  the  best  hope  is  to 
be  realistic  on  pricing.  The  house 
that  cost  $150,000  five  years  ago 
might  not  go  for  much  more  to- 
day— and  may  even  fetch  less. 
The  best  strategy  is  to  find  out 
what  comparable  homes  are  sell- 
ing for.  "Price  yours  at  the  bot- 
tom of  that  range,  not  at  the 
top,"  says  Robert  J.  Scarito,  a 
real  estate  agent  in  Smithtown, 
N.  Y.  Beyond  this,  .sellers  should 
get  involved  in  marketing  the 
product  instead  of  leaving  every- 
thing to  the  agent  (page  144). 

Office-building  is  still  a  disas- 
ter area  and  will  be  for  several 
years  to  come.  Overbuilding  in 
the  1980s  has  left  a  plethora  of 


see- through  office  towers.  The  upshot  is 
an  ever-higher  office  vacancy  rate:  17.57 
for  downtown  space  this  year,  up  from 
17.17  in  1990.  Because  banks  now  are 
leery  of  office  construction,  there's  little 
new  space  coming  on  line. 

But  just  as  with  housing,  the  office 
bloodbath  has  its  winners:  tenants,  who 
also  have  a  chance  to  be  bottom-fishers. 
High  vacancy  rates  have  forced  land- 
lords to  accept  lower  rents.  Progressive 
Casualty  Insurance  Co.  renewed  a  five- 
year  lease  on  its  Rancho  Cordova  (Calif.) 
regional  office  for  $8.40  per  square  foot 
the  first  year,  down  from  $12.84  before. 
Hungry  landlords  are  scrambling  to  per- 


HOME  PRICES  LAG  BEHIND  INFLATION 


RISE  IN  THE  MEDIAN  SALE  PRICE 
FOR  EXISTING  ONE-FAMILY  HOMES 
VS.  CONSUMER  PRICE  INDEX 


'86  '87  '88  '89 

A  PERCENT  CHANGE  ABOVE,  OR  BELOW,  CPI 

DATA:  NATIONAL  ASSOCIATION  OF  REALTORS 
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suade  companies  to  pick  up  and  m 
Says  David  W.  Levinson,  senior  mai 
ing  director  at  Edward  S.  Gordon  Ci 
major  office  broker:  "If  you  can  ; 
money  by  firing  your  workers,  why 
fire  your  real  estate?" 
UGLY  PICTURE.  Some  real  estate  in 
tors,  surprisingly,  have  also  found  w 
to  become  winners,  mainly  though 
estate  investment  trusts.  These  tr 
usually  invest  in  a  broad-based  grou; 
buildings  with  steady  tenant  ba 
REITS,  which  mostly  sell  shares  on  si 
exchanges,  are  enjoying  a  comeb 
from  1990,  when  anything  smacking 
real  estate  was  viewed  as  poison.  R 
showed  a  nice  28.77'  average 
of  return  for  1991 's  first 
months,  vs.  -6.97  for  the  con 
rable  period  last  year. 

By  contrast,   the  picture 
downright  ugly  for  another  p: 
erty-investment  vehicle,  real 
tate  limited  partnerships, 
usually  focus  on  single  buildii 
often  new  ones.  A  sizzling 
cess  in  the  1980s,  before  the 
code  was  tightened  and  the  o 
building  hit  hard,  RELPs  now 
yelping   for   help.   Many  I 
sponsors  are  trying  to  persu 
investors  to  roll  up  several  p 
nerships  into  new,  publicly  ti 
ed  entities.  The  plus  for  ini 
tors  is  that  they  can  at  least 
out  their  interest;  RELPs  are  v 
illiquid.  The  minus:  Investors 
often  suffer  a  plunge  in  inv' 
ment  value. 

Do  any  hot  real  estate  invi 
ments  loom  on  the  horizon?  V 
few.  Most  real  estate  invest 
play  small  niches.  Apartment' 
the  Southwest,  for  instance, 
hot  because  the  area  is  grow 
fast.  But  apartments  are  v 
vulnerable  to  losses  from  p 
management,  so  be  careful, 
soundest  real  estate  investmc 
.says  Julien  J.  Studley,  a  Man! 
tan-based  property  broker, 
something  you  know  real  w 
like  the  house  next  door."  U 
real  estate  rebounds,  that's  w 
counsel. 

By  Larry  Light  in  New  Y- 
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utures 


IT'S  GLOOMY  IN  THE  PITS. 

THE  FORECAST?  MORE  OF  THE  SAME  

Few  commodity  futures  are  showing  signs  of  life — good  news  for  almost  everybody  but  traders 


Investors  trying  to 
gauge  the  course  of 
the  economy  often 
turn  to  commodity  fu- 
tures as  a  handy 
guidepost.  Well,  com- 
modity prices  are 
slumbering.  That's  making  life  tough  in 
the  pits  but  might  well  be  a  sign  of 
continued  disinflation — which  would  be 
great  for  the  rest  of  us. 

Oil,  after  riding  the  Persian  Gulf  crisis 
roller  coaster  last  year,  is  stuck  in  a  long 
slide.  And  copper  is  in  a 
down  market  that  will 
get  worse  before  it  gets 
better.  Add  to  that  the 
wet  spring  and  expect- 
ed record  harvests 
across  the  farm  belt, 
coupled  with  poor  pros- 
pects for  agricultural 
exports,  and  the  outlook 
in  the  pits  is  lackluster. 
"It's  looking  like  low 
levels  of  inflation,"  says 
William  B.  O'Neill,  met- 
als analyst  for  Merrill 
Lynch  Futures. 

Lumber  at  first  does 
not  seem  to  fit  into  that 
generally  gloomy  pic- 
ture. But  there  is  a  bull 
market  for  board  feet — 
thanks  to  the  northern 
spotted  owl,  not  rising 
construction  of  new 
houses.  As  a  result  of 
the  federally  mandated 
move  to  preserve  the 
habitat  of  that  endan- 
gered species,  lumber 
companies  are  reduc- 
ing harvests.  "We're 
seeing  new  highs,  even 
though  housing  starts 
are  at  depression  or  re- 
cession levels,"  observes  Curt  S.  Cun- 
ningham, analyst  with  Pacific  Futures  of 
Seattle. 

There  is  little  room  for  optimism  on 
other  fronts.  Copper,  a  key  augur  of 
industrial  activity,  remains  in  a  down  cy- 
cle. Trading  around  $1  per  pound  recent- 
ly, copper  failed  to  stage  its  usual  mid- 
year rally  and  shows  no  signs  of  making 


any  moves  soon.  "Although  there  are 
signs  of  bottoming,  there's  no  indication 
that  we've  turned  the  corner,"  says  Mer- 
rill's O'Neill.  However,  a  possible  strike 
of  Chilean  copper  miners  could  crimp 
world  production  by  early  July  and  pro- 
duce conditions  for  a  rally. 
PLATINUM  BUST?  If  a  copper  rally  occurs, 
copper's  move  up  would  match  the  likely 
downward  move  of  platinum,  which 
peaked  this  year  at  $529  but  appears 
poised  to  drop  dramatically.  The  an- 
nouncement by  Jai)anesf  carmaker  Nis- 


ONLY  LUMBER  IS  OUT  OF  THE  WOODS 
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san  Motor  Co.  that  it  plans  to  phase  out 
the  use  of  platinum  in  catalytic  convert- 
ers will  have  no  direct  impact  on  demand 
for  at  least  three  years.  But  that  has 
already  taken  the  shine  off  platinum, 
which  increasingly  is  traded  as  an 
industrial  commodity,  not  a  precious 
metal. 

In  the  oil  markets,  eyes  are  focused 


on  Iraq,  which  is  hoping  to  return  in 
production  and  is  expected  to  reach 
million  barrels  per  day  by  yearend.  F 
ing  a  market  for  that  oil  may  be  ano 
matter,  though,  given  sanctions  impc 
by  OPEC  and  the  anti-Iraq  coalition  in 
wake  of  the  gulf  war.  If  Iraq  succ( 
with  its  lobbying  for  an  end  to  Kuw 
related  sanctions,  the  gusher  of  Iraq 
on  the  market  could  exert  downw 
pressure  on  petroleum  prices. 

In  the  agricultural  sector,  good  gr 
inu  weather  across  the  country  so 
this  spring  has 
vinced  agricultural  t: 
ers  that  big  harv 
are  likely.  And  t 
could  translate  into  ■ 
er  food  prices  in 
months  ahead.  Even 
$1.5  billion  in  g 
credits  to  the  So\ 
Union  won't  have  m 
effect  on  prices, 
stead,  the  most  inter 
ing  action  in  the  a  ^ 
cultural  markets 
coming  weeks  will  b' 
the  cocoa  and  cot 
markets.  Cotton  has 
lied  all  year,  but  trad 
say  the  market  still 
some  bounce  in  it, 
ticularly  since  stocks 
storage  are  near  hist 
cally  low  levels 
planting  in  Texas 
much  of  the  coas 
bend  around  the  Gull 
Mexico  was  hampe 
by  unusually  wet  spr 
weather. 

And  cocoa,  which 
traded  in  a  down  cy 
for  seven  years,  may  lo! 
poised  to  reverse 
trend.  Because  of 
gleet  in  cocoa-growing  regions,  co< 
trees  are  in  poor  shape,  and  stocks 
cocoa  are  believed  by  some  analysts 
be  too  old  to  be  used.  If  that's  the  C£ 
the  cocoa  stockpiles  may  be  typical 
several  commodity  markets  this  y 
Upon  close  inspection,  they  may  not 
as  promising  as  one  might  expect 

By  David  Greising  in  Chia 
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Where  do  you  want 
to  be  in  10  years? 


^X^hen  the  sun  comes  up,  exactly 
,653  mornings  from  this  one,  where 
v'ill  you  be? 

Working  full-time?  Part-time?  Work- 
ig  for  yourself?  Not  working  at  all? 

Will  you  be  driving  to  a  meeting? 
)riving  a  golf  ball?  Maybe  driving  in 
le  Paris-Dakar  Rally? 

The  question  is,  will  you  be 
oing  what  you  hcwe 
)  do  or  what  you 

'jmit  to  do?   

Shearson  Lehman 
rothers  would 
ke  to  invite  you  to 
ecome  a  "want  to." 


THE  LEADERS 


Insiiiiiiioiuil  Invcsto) 
IWO  All-America 
Research  Team  poll 


Think  of  your  Shearson  Lehman 
Financial  Consultant  more  as  an  ad- 
visor than  a  stockbroker.  From  the 
beginning,  you'll  find  that  he  or  she 
spends  a  great  deal  of  time  listening. 
The  goal  is  simple — to  understand 
what  your  financial  objectives  are, 
and  to  learn  how  aggressively  you 
want  to  pursue  them. 

We've  given  our  Financial  Con- 
sultants tools  to  help  make  this 

easier.  Take,  for 
example,  our  pro- 
prietary Strategic 
Asset  Allcxxitor"  software. 
It  suggests  the  one  invest- 


How  to  get  there. 

What  it  takes, 
ery  simply,  is  an 
ivestment  strategy. 
)ne  that  care- 
illy  balances  your 
esire  for  growth 
/ith  your  appetite 
)r  lisk. 

Admittedly,  this  is  not  a  new 
lea.  But  it's  the  only  one  we've  ever 
een  that  works. 

And  it  works  best  when  you  have 
professional  help  and  guidance. 

That's  where,  a  Shearson  Lehman 
(rothers  Financial  Consultant 
omes  in. 


ment  strategy  best  suited  to 
your  objectives  and  your 
inve.stment  personality. 

Behind  the  Financial  Consultants. 


1.  Shearson  Lehman  Brothers 

2.  Goldman  Sachs 

3.  Merrill  Lynch 

4.  First  Boston 

5.  Donaldson.  Lufkin  &  JenrF, 

6.  PalneWebber 

7.  Prudentlal  Bache  Secu 
Morgan  Stanley        _  r   i  ■ 

9.  Smith  Barney.  Harris '^^^^  mduStry'S  Strong 

10.  Kidder  Peabody 

11.  Salomon  8'^ 

12.  Dean 


For  recommendations,  your 
Financial  Consultant  can  call 


est  stock  research  departments. 
In  the  latest  Institutional 
hwestor  All-America  Research 
Team  poll — among  the  industry's 
most  prestigious  rankings — 
Shearson  Lehman  Brothers  placed 
first  overall  in  number  of 
analysts  selected. 

Equities,  though,  are  just  one 
part  of  a  balanced  portfolio.  Your 
Shearson  Lehman  Brothers 
Financial  Consultant  can  help 


you  with  hundreds  of  different 
alternatives — bonds,  mutual  funds, 
CDs  and  other  investments. 


Our  personal  perspective. 

Perhaps  most  important  of  all, 
your  Financial  Consultant  will 
monitor  your  portfolio,  and  will 
help  you  revise  your  strategy  when 
the  need  arises. 

This  kind  of  personal  attention, 
more  than  anything,  will  determine 
how  your  investments  perform. 

Where  do  you  want  to  lie  in 
ten  years? 

"Wherever  it 
is,  call  us.  We  cxin 
help  you  get 
there  from  here. 


SHEARSON 
LEHMAN 
BROTHERS 


i»iyiEF;»o°iNl 

jEijtgl^E'sS 


Vou  can  get  there  from  here'. 


U'  you'd  like  to  talk  to  a  Shearson  Leliman  Brotliers  Financial  Consultant,  call  1-800-233-7869. 


1991  Shiarson  Lehman  Hrolhur-,  Ini    Member  ,SIPC. 


Zenith  Data  SYSTf/M5  A 


1 

•::'^H^b[  !^  37%  ^ 

■  ■  !            36%   :  j 

"TV] i  ^     27%  j 

Ui     71   i^d 

Masters  Port 
386SL 

The  fully-featured 
notebook  that  sets 
the  standard  for  the 
Intel386™  SL 
microprocessor 
Its  Premier  System 
Management— 
with  two  separate 
resume  modes  — 
lets  you  hold  work 
in  active  memory 
for  weeks  at  a  time 


0 


MastersPort  286    MastersPort  386SX    SupersPort  486SX    SupersPort  486 


Look  Into  The  Power  Of  5  New  Portables 


SiipersPorl  486 

Prwessor  -  Spt-td 

i«(is\-.>li  KIMII/ 

iK()S|  -  .)()  T  IIMII/ 

|S(>S\-  J(l  HIMII/ 

lH(i-  .'i  IJ^MII/ 

Co  Processor 

H(l<  iX^Mitkil 

S(l<K~S\s.)eket 

HII<K-S\  sutket 

1  p^radejble  Id 
4K(v.'(IMH/ 

lnlei;raled 

Memory- 
(Std./Max.) 

IMH  iMB 

2MH  4MK 

JMU  H\IH 

(h-lKeaehe) 

4MB  KiMB 

4MB/l(iMH 

Hard  Disk  Drive 

(il)MK 

(ilIMB 

l.'lIMB 

l.'lIMB 

LCD/Size 

Hjtkill  SHi" 

lijeklil  XXs" 

Batklit  «Xs" 

l-di;elil  III- 

Idiielil  III-' 

Video/Gray  ScaJes 

\I,A  Ih 

\(,A  Ih 

\(,A  32 

\I.A  ()  1 

\(,A  (>l 

Power 

Managenieni 

•  Suspend  RcMinic 

•  sleep  nil  ide 

•  low  ballen 
operatmn 

•Suspend  Kesume 

•  Sleep  ninde 

•  l  i)\\  bdtten 
operation 

Ptx'mitr  S)'s7('j« 

•.S(andb\  Kesume 

•  Rest  Kesume 

•  fame  Sa\e 

•  I  natlended 
eunimunieaiKins 

ltlli'lllt;inil  hiiivr 

Miiiuiyrtm-nt 

Software 

\ls  DOS- 
inekided 

MS  DOS 
ineluded 

\ls  D(  IS  pre 
insullcd  Miernscm' 
\\iruloU'S^\  -ill 
included 

MS  DOS 
and  Mitrdsort 
niiiiliiiis\  -ill 
pre  mslalled 

MS  1 )( )S 
and  Mierosoh 
\\lililims\  <ll 
pre  installed 

Weight 
(with  batter)) 

()  (.  lbs 

(ih  lbs 

(i  8  lbs 

1  ^  lbs 

ISlhs 

Intel  SSh  and  uSh  arc  tradeniarlts  dI  Intel  Ci>rp<>ratiiin  MaslcrsPiirt,  SupersPtin,  Premier  System  Management  and  IntelliKent 
Power  Management  arc  trademarks  ol  Zenith  Data  Systems  Corporation  MS-DOS.  Microsoft  and  VHnihirs  are  tradeniarks  of 
Microsoft  t;oq)oration 

0>pyright  ©  l')41  Zenith  Data  Systems  Corporation 


THE  BEST 
OF  1991 
SO  FAR 


▼  eOSTlY 
LOGS:  PRICES 
ARE  UP  ON  THE 


▲  HEART 
THROB:  MEDCO 
IS  THE 
BIGGEST 
AMEX  GAINER 


In  contrast  :o  li)90. 
ukich  had  ail  the 
chann  of  a  cholera 
epidemic.  1991  is  ojf 
to  a  propitious  start. 
Stocks  have  been  on 
the  march,  and  the 
■<-a)s  of  1991  include  some  of  the  big 
losers  of  1990 — notably  small-cap 
s'ocks  and  •■i/nk-bond  mutual  funds. 


BEST  NYSE  STOCK 

I:  u!-.c  v.-ora  could  describe  the  peii"or- 
mance  of  Triion  Energ\"  Coi-p.  in  recent 
years,  it  vs  ould  probably  be  "lousy."  Tnis 
Dallas-based  oil-and-gas  exploration 
company  has  had  some  awful  times, 
with  a  lackluster  exploration  record.  But 
in  i*ecent  months.  Triton  has  turned 
from  a  snail  to  an  eagle.  Share  prices 
have  climbed  220^^  from  -^6.2-5  to  620  in 
the  year  to  date,  making  it  tSie  best- 
performing  stock  on  the  Xew  York 
Stock  Exchange  that  began  the  yeai-  at 
more  than  So  a  shai-e. 

Triton's  romabout  came  early  in  the 
yeai".  as  th.e  company  redecorated  its  bal- 


ance sheet  by  dumping  its  nonoil  assets. 


BEST  AMEX  STOCK 


yi~:W''j  Er^rL^iV;"-  IltO.  IS  Olt  £:  r^ih.  This 

Los  Angeies-based  di-ug  manufacuirer 
had  a  dismal  1990.  But  it  has  bounced 
back  in  recent  months.  lai-geiy  on  strong 
sales  of  Adenocard.  a  dnig  that  conn-ols 
rapid  bean  beats.  First-quarter  revenues 
climbed,  and  investors"  heaits  fluttered, 
pushing  up  Medco  shares  this  year  from 
S-5.6o  to  .S16.SS.  a  20(>'h  gain. 

That  gain  might  be  hard  to  sustain  in 
the  year  ahead,  but  the  company's  out- 
look is  bright.  Another  Medco  heait 
drug  is  under  regulaton"  re\ie\v. 


more,  gaining  252^  ir.  thr  ve:\r  to  ."Irt 
The  company  makes  - 

treatments,  after-shave  .  t.-  

like.  Sales  in  1990  were  just  S5.5  miUfc: 
But  earnings  are  growing  steadily. 

Ik 


BEST  STOCK  GROUP 


BEST  OTC  STOCK 


bome  tne  oest  prospects  among  over- 
the-counter  stocks  ai-e  small  and  little- 
known — and  there  aren't  many  OTC 
stocks  that  are  smaller  and  more  ob- 
sctire  than  Stephan  Co..  a  F-^i-t  L?.-:der- 
dale  (Ra.l  manufactui-er  ::  .t  ; 

beaut}"  aids.  Stephan  wa?  .tcst 
OTC  stock  that  began  the  veai-  at  -5-5  or 


:^toc.-c-t:Xcnange  voiume  is  stu-gmg. 
investors  are  not  only  pati-oriizing 
kerage  firms  but  they  are  also  bu; 
the  firms'  stocks.  Led  by  Menhh  L\"feg 

Co..  whose  share  prices  have  ne;  fcii 
doubled  so  far  this  year,  stocks  of  m  13 
publicly  owned  brokerages  have  clim  te] 
some  TCTf. 

If  the  market  continues  its  sm-ge 
yond  3000.  big  wii-e  houses,  such  as  i 
rill  and  Paine  Webber  Group  Ir 
the  discoimt  brokerages  wih  !>en 
handsomely  from  retail  business  in 
year  ahead.  And  all  the  major  firms 
rackine  up  bie  nrofits  in  trading. 


BEST  MUTUAL-FUND  MANAGER 


At  Pl'ttCcT-t  Si!  cCt'.-titC'r  -L^'.'cZ'tigc'^  Ft 

the  best  equitj"  fund  this  year  to  dA 
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f.?CVtAfi  :<\\'ESTl!ktENT  QUI  f;  : 


mphasis  nowadays  is  more  on  pru- 
i  and  less  on  speculation  and  lever- 
Its  59.3%  jump  so  far  this  year  has 
cted  a  surge  of  new  investors  eager 
le  the  fund's  success.  Says  portfolio 
iger  Ed  Bernstein:  "We're  not  le- 
jed  right  now.  There's  so  much 
!y  coming  in,  it's  hard  to  find  the 
:s  I  want  to  buy  at  the  prices  I  want 

■y-" 

rnstein's  strategy  is  seeking  out 
lanies  with  above-average  growth 
below-market  price-earnings  ratios, 
company's  single  biggest  position  is 
ade  International,  a  cosmetics  retail- 
hose  shares  have  tripled  this  year. 

BOND-FUND  MANAGER 

saying  "every  dog  has  his  day"  is 
cularly  apropos  in  the  mutual-fund 
less,  where  funds  turn  in  rotten  per- 
ances  one  quarter  and  wondrous 
ings  the  next.  So  it  is  with  the 
1  Witter  High  Yield  Securities 
— the  doggiest  bond  fund  of  1990, 
a  decline  of  40.1%.  Yes,  the  fund 
gained  40.6%  through  May  30,  put- 


ting it  at  the  top  of  the  bond-fund  heap 
so  far  this  year — but  it  has  recouped 
just  a  fraction  of  its  1990  loss. 

Recent  gains  are  the  work  of  fund 
manager  Peter  Avelar,  who  came  on 
board  in  December.  Avelar  isn't  talk- 
ing— by  order  of  a  Dean  Witter  honcho, 
according  to  a  spokesman.  Morningstar 
Inc.  bond-fund  analyst  Lori  Lucas  notes 
that  Avelar  has  raised  the  caliber  of  the 
fund's  portfolio,  whose  credit  quality 
and  liquidity  had  been  horrendous. 


With  commodities  treading  water,  funds 
specializing  in  financial  futures  have  led 
the  roster  of  managed-commodities 
funds.  The  best  of  the  lot  as  of  Apr.  30 
is  Ravindra  Deo  of  Leland  O'Brien  Ru- 
binstein. Deo  runs  the  Growth  &  Guar- 
antee Fund  L.  P.,  Series  A,  offered  by 
Merrill  Lynch  Investment  Partners. 
Through  the  end  of  May,  the  fund 
climbed  12.2%. 

Using  futures  and  options,  Deo  seeks 
to  match  at  least  90%  of  the  rise  in  the 
Standard  &  Poor's  500-stock  index  and 


absorb  no  more  than  90%  of  the  S&p's 
losses.  He  sticks  to  computer-generated 
buy  and  sell  signals  and  trades  infre- 
quently, seldom  more  than  once  every 
two  weeks.  "Any  time  the  market  is  up, 
the  design  of  the  fund  allows  us  to  cap- 
ture a  large  part  of  that,"  Deo  says. 

BEST  COMMODITIES  FUTURE 

Ordinarily,  climbing  lumber  prices  tell 
investors  that  housing  starts  are  strong. 
But  while  lumber  has  been  rising  sharp- 
ly, housing  is  in  the  doldrums.  Why? 
Ask  the  northern  spotted  owl. 

A  federal  judge's  decision  to  limit  log- 
ging on  owl-habitat  lands  in  the  Pacific 
Northwest  has  left  lumber  producers 
and  buyers  anxious.  The  nationwide  sup- 
ply of  legally  logable  acreage  has 
shrunk  to  only  18  months'  worth.  Pro- 
duction also  has  been  curtailed  by  heavy 
rains  in  the  Southeast.  So  if  housing  de- 
mand finally  does  pick  up,  home  buyers 
will  see  their  costs  skyrocket — and 
that's  no  hoot. 

By  Gary  Weiss  in  New  York,  with  David 
Greising  in  Chicago 


BEST  COMMODITY-FUND  MANAGER 
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KETIN6  CHIEF  SMITH:  HIS  STRATEGY  FOR  LINKING  ALL  SORTS  OF  COMPUTERS  IS  BACKED  BY  A  $26  MILLION  PROMOTIONAL  CAMPAIGN 


)PEN  SYSTEMS'  MAY 
EC'S  'OPEN  SESAME' 


company  aims  to  restore  profits  with  software  for  networks 


lor  three  years  now,  Digitai  Equip- 
Iment  Corp.  has  been  trying  to 

break  out  of  a  withering  sales  and 
it  slump.  The  minicomputer  giant 
as  to  have  tried  everything — re- 
ping  its  VAX  minicomputers,  adding 

families  of  workstations  and  per- 
il computers,  and  even  taking  on 

in  mainframes  (page  102).  It  has 
uffled  its  organiza- 

several  times,  cut 

0  jobs  (out  of 
DOO),  and  launched 
3ns  of  new  sales 

service  programs. 
,  Wall  Street  ex- 
s  revenues  for  the 
il  year  ending  June 
.0  inch  up  just  S^'i 

1  the  $12.9  billion 
rded  last  year.  Op- 
ing profits  are  ex- 
ed  to  drop  10%,  to 
■  million  from  $563 
on  last  year.  And 


/lATION  PROCESSING 


more  of  the  same  is  ahead:  Analysts 
figure  it  will  cost  DEC  $300  million  to 
eliminate  an  additional  8,000  jobs. 

Like  industry  goliath  IB.M  (BW — June 
17),  the  No.  2  computer  maker  is  strug- 
gling to  adapt  to  a  sea  change.  Both 
companies  face  what  look  like  perma- 
nent declines  in  sales  of  their  high-profit 
proprietary  systems.  With  buyers  opt- 


CAN  MORE  SOFTWARE 
AND  SERVICES... 


...BRING  BACK 
DECS  STOCK? 


▲  PERCENT 


ing  increasingly  for  commodity  micro- 
computers, such  as  IBM  PC  clones,  the 
enormous  engineering,  marketing,  and 
field-support  organizations  that  sell  min- 
is and  mainframes  are  millstones,  dec 
may  even  be  more  vulnerable  to  this 
change  than  IB.M:  Big  Blue  retains  a 
commanding  65''f  market  share  in  main- 
frames, a  steady,  high-profit  business. 
But  sales  of  dec's  v.A.xes  peaked  in  1987 
and  are  down  209^  since  then,  paring  its 
share  of  the  minicomputer  market  from 
19'"f  to  157f,  behind  IB.M's  209c,  according 
to  Dataquest  Inc.,  a  market  researcher. 
STRATEGIC  MOVE.  But  DEC  has  a  new 
plan.  By  pushing  software  and  services 
geared  toward  tying  all  kinds  of  com- 
puters together,  no  matter  what  the 
brands,  it  hopes  to  win  new  customers 
and  make  up  for  the  VAX  sales  slow- 
down. It's  doing  everything  it  can,  in 
fact,  to  shape  the  de- 
sign of  future  networks 
in  ways  that  would  fa- 
vor its  machines  and 
give  it  a  leg  up  in 
the  booming  systems- 
integration  business 
against  rivals  such  as 
Electronic  Data  Sys- 
tems, Andersen  Con- 
sulting, and  IBM.  To  win 
influence  in  "open  sys- 
tems" network  comput- 
ing, DEC  is  liberally 
sharing  some  of  its  best 
software    with  stan- 
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dards  organizations  and  even  with  its 
rivals,  including  IBM. 

The  new  DEC  won't  emerge  overnight. 
But  'it's  on  the  right  track,"  says  Nor- 
man Weizer,  senior  consultant  at  Ar- 
thur D.  Little  Inc.  Actually,  there  may 
be  no  alternate  route.  More  than  ever, 
software  and  services  are  where  the 
profits  are.  Market  researcher  Interna- 
tional Data  Corp.  estimates  that  indus- 
trywide, pretax  profit  margins  last  year 
averaged  189'  on  software  and  12.5^f  on 
computer  services — much  higher  than 
the  4'"<  yield  on  minicomputers. 

dec's  shift  to  software  and  services  is 
well  under  way.  In  fiscal  1991,  DEC  will 
get  half  its  revenues  from  those  lines, 
estimates  Montgomery  Securities  ana- 


lyst John  B.  Jones  Jr.  (chart,  page  101). 
Now  the  challenge  is  to  get  those  reve- 
nues from  a  wider  range  of  customei'S. 
The  key  will  be  making  dec  a  power  in 
open  networks  that  take  in  all  comput- 
ers, not  just  VAXes. 

HEADSTART.  That's  where  standards 
come  in.  After  years  of  promoting  the 
advantages  of  its  proprietary  software, 
DEC  is  now  eager  to  share  pieces  of  it 
with  others.  It's  pushing  hard  in  indus- 
try groups  and  through  direct  negotia- 
tions with  rivals  to  have  elements  of  its 
software  adopted  as  standards.  The  mo- 
tive: If  a  new  standard  is  based  on  prod- 
ucts DEC  already  builds,  the  company 
gains  a  headstart  in  the  market. 
DEC  is  also  trying  to  create  a  Trojan 


V 


horse.  If  customers  buy  DEC's  softv 
standards,  why  not  buy  the  compu 
they  were  originally  designed  for?  ^' 
even  if  they  would  rather  not  buy  D 
proprietary  designs,  perhaps  they'll 
vor  dec's  industry-standard  hardv 
such  as  its  IBM-compatible  PCs.  Pete 
Smith,  the  DEC  marketing  vice-presi( 
who  crafted  the  new  campaign, 
vast  new  opportunities  could  open 
"We  have  6%  of  the  worldwide  com 
er  market,"  he  says.  If  dec's  o 
networking  software  works  as  pi 
ised,  "it'll  make  it  easier  to  get  the  o 
94^c  over  to  us."  Smith  is  spending 
million  to  back  the  new  marketing  { 
called  Open  Advantage. 

The  standards  race  is  no  cinch 


THE  BIG  ENGINE  THAT  HASN'T 


At  the  time,  they  were  supposed 
to  be  the  big  fix  to  a  yearlong 
profit  decline.  In  October.  1989, 
grappling  with  lackluster  sales  and 
sagging  margins  in  minicomputers. 
Digital  Equipment  Corp.  rolled  out  its 
\'AX  9000  mainframes — its  fastest  and, 
at  up  to  $4  million-plus  each,  its  most 
expensive  computers  ever.  More  than 
just  speedier  v.AXes,  the  machines  were 
intended  to  bolster  dec's  assault  on 
IBM's  commercial  data  processing  busi- 
ness. Some  Wall  Street  analysts  fore- 
cast that  sales  of  the  9000s  would  soon 
hit  $2  billion  a  year.  And  with  gross 
margins  of  657^,  dec's  profitability 
would  get  a  boost. 

Perhaps  no  machine  could  have  met 
such  expectations,  but  DEC's  big  com- 
puters still  seem  to  be  a  bust.  Sales 
have  fallen  in  each  of  the  last  three 
quarters,  from  105  machines  late  last 
year  to  a  projected  60  in  the  cun-ent 
quarter.  When  dec's  fiscal  year  closes 
on  June  30,  9000  revenues  will  be  only 
about  $450  million,  less  than  a  quarter 
of  some  analysts'  estimates. 
LATECOMER.  The  question  these  days  is 
why  DEC  bothered  to  get  into  the  main- 
frame business  at  all.  Its  original  strat- 
egy' was  to  sell  the  9000  as  the  hub  of 
large  commercial  \'AX  networks  and 
for  high-speed  scientific  work.  But  by 
the  time  the  9000  got  to  market — near- 
ly three  years  later  than  planned — 
many  potential  customers  were  no 
longer  interested.  They  could  get  equal 
number-crunching  power  from  cheaper 
reduced  instruction-set  (RISC)  comput- 
ers from  Hewlett-Packard  Co.,  for  in- 
stance. And  some  of  the  most  devoted 
DEC  custimere  are  satisfying  their 
high-end  computing  needs  on  the  cheap 
by  combining  two  or  more  large  VAX 


minis — for  as  little  as  $200,000  each, 
instead  of  SI  million  for  the  smallest 
9000. 

So  instead  of  making  up  for  vanish- 
ing profits,  the  9000  is  yet  another 
drain — and  another  reason  for  DEC  to 
turn  to  software  and  services  to  reac- 
celerate  profit  growth.  Already,  the 


STILL  WAITING 
FOR  THE  PAYOFF 
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The  VAX/9000,  DEC's  first  mainframe,  was 
supposed  to  beef  up  sagging  margins.  But 
sales  have  been  slow,  and  DEC's  lackluster 
earnings  show  it 

OCTOBER,  1989 

DEC  unveils  the  9000  series,  predicts 
'significant'  new  revenues.  Wall  Street  says 
sales  will  hit  as  much  as  $2  billion  in  the  fiscal 
year  ending  June  30,  1991 

MARCH,  1990 

Manufacturing  and  software  problems  delay 
initial  deliveries  by  six  months.  DEC  takes  a 
$150  million  charge  for  its  first  resizing 

JULY,  1990 

DEC  sells  75  mainframes  for  the  quarter, 
projects  sales  of  100  in  September  quarter 

SEPTEMBER,  1990 

Recession  slows  purchases.  Sales  fall  25  short 
of  100-machine  goal 

FEBRUARY,  1991 

Newer,  stripped-down  9000s  ore  priced 
26%  below  older  models 

APRIL,  1991 

DEC  cuts  price  of  software  for  minicomputer 
customers  who  trade  up  to  the  9000.  March 
quarter  sales  slip  to  70.  Wall  Street  cuts 
estimates  of  fiscal-year  sales  of  9000s  to  less 
than  $500  million 

DATA:  COMPANY  REPORTS.  ANALYSTS'  ESTIMATTS 


Be 


9000's  average  sales  price  has  slumj 
from  about  $1.5  million  to  $1.2  milli' 
"We  haven't  done  as  good  a  job  as 
need  to  do  marketing  to  the  install 
base  [of  vax  customers],"  concec 
Richard  Whitman,  marketing  manag 
for  the  \'.\X  9000.  One  problem:  D 
initially  priced  its  machine  high,  w 
lots  of  support  services  and  other 
tras  thrown  in  to  match  the  practic 
of  IBM,  the  mainframe  market  leade 

Like  IBM,  whose  own  mainfrai 
sales  are  in  a  slump  as  it  awaits  a  m 
generation  of  systems  to  hit  the  m: 
ket,  DEC  is  feeling  the  effects  of  t 
recession.  But  the  long-term  trend 
day  is  away  from  large,  centraliz 
computers.  Applications  once  deem 
to  require  them  now  are  routinely  p: 
celed  out  among  many  small  machin 
says  Norman  Weizer,  a  senior  cons 
tant  at  Arthur  D.  Little  Inc. 

DEC  isn't  about  to  give  up  on  tl 
potential  billion-dollar  baby,  though, 
has  devoted  a  100-person  sales  team 
the  9000,  brought  out  10  stripped-doA 
models  priced  at  26'^f  less  than 
originals,  and  slashed  the  9000's  so 
ware  prices  by  as  much  as  40%. 
Europe,  Whitman  says,  sales  have  i 
proved  tremendously  since  early  tl 
year,  when  DEC  began  negotiatii 
prices  on  every  sale.  It's  a  tactic  th 
could  make  the  9000  finally  click,  sa 
analyst  Joseph  Payne  of  Alex.  Bro\ 
&  Sons  Inc.  "At  some  point  this  ye: 
they  will  be  selling  multiple  hundre 
[of  9000s]  a  quarter,"  he  predicts. 

But  even  if  it  does  achieve  such 
umes,  the  9000's  short  but  troubled  h 
tory  shows  that  the  days  when  a  1 
new  V.AJC  could  turn  DEC  around  may 
gone  forever. 

By  Gary  AIcWillia7ns  in  Bosh 
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■  will  DKC  liavL'  to  hecoine  an  astute 
ler  of  customer  preferences,  it  will 
i  to  outmaneuver  companies  such  as 
-osoft,  IBM,  and  Sun  Microsystems, 
jh  are  equally  intent  on  becoming 
standard  setters.  Indeed,  while  DKC 
;ts  that  300  to  500  of  its  engineers 
involved  in  standards  efforts,  IBM 
some  1,300  people  worldwide  devot- 
0  the  same  task. 

»ORT  GROUP.  Still,  DF'X'  has  won  some 
-essive  adherents:  Nippon  Telegraph 
^elephone  Corp.  (KTT)  has  adopted 
's  method  for  tying  lots  of  comput- 
into  a  central  data  base  and  then 
essing  the  transactions  they  gener- 
DEC's  software  for  "intelligent" 
iments  has  been  accepted  by  an  in- 
,ry  group  that  includes  IBM  and  Un- 
Corp.  Motorola  Inc.  is  using  a  DEC 
design  for  running  superfast  fiber- 
;  networks. 

C  also  is  defining  much  of  the  soft- 
3  for  ACE,  an  alliance  of  computer 
ers  that's  proposing  a  new  worksta- 
standard  based  on  MIPS  Computer 
,em.s  Inc.'s  RISC  (reduced  instruction- 
computing)  chip  design.  ACE  mem- 
want  their  design  to  be  as  widely 
ed  as  the  IBM  PC.  That  might  make 
'ware  margins  thin,  but  "we'll  make 
rtune  in  the  software,"  says  David 
tone,  who  was  recently  named  dec's 
software  products  vice-president, 
will  likely  take  years  for  dec's  new 
;egy  to  pay  off.  Meanwhile,  long- 
DEC  customers  such  as  J.  R.  Sim- 
Co.,  a  food  processor  in  Boise,  Ida- 
aren't   waiting   for  DEC  to  save 
ey  on  standards-based  computers, 
want  to  experience  the  joys  of  com- 
ity hardware,"  says  Simplot  Chief 
rmation  Officer  Raymond  V.  Sasso. 
deed,  the  biggest  change  in  store 
the  DEC  culture  is  a  much  faster 
.  Its  pampered  engineers  have  long 
red  artful  design  at  the  expense  of 
development.  Stone  will  have  to 
d  their  work  dramatically,  though, 
;c  expects  to  reach  its  goal  of  creat- 
a  $1.5  billion  software  business  by 
snd  of  1992 — up  from  $1  billion  to- 
DEC  executives  think  they  can  save 
nonths  from  software-development 
dules  by  simulating  the  use  of  pro- 
fis  on  a  computer,  rather  than  get- 
live  customers  to  test  them, 
le  aspect  of  DEC's  new  plan — hiring 
is  a  contractor  to  rig  computer  net- 
cs — seems  off  to  a  good  start.  In 
,  the  company  won  a  $140  million 
Navy  contract  to  create  networks 
will  link  1  million  PCs.  More  deals 
that  should  heljj  push  software  and 
lices  to  577t  of  revenues  for  DEC  next 
,  says  Jones  of  Montgomery  Securi- 
If  that  happens,  and  costs  are  in 
DEC  might  finally  emerge  from  its 
13  years  in  the  doldrums. 
"  Gary  McWill tains  in  Mat/nard,  Mass. 
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Twentieth  Century  Growth  Investors 

Average  Annual  Total  Return  as  of  March  31, 1991 

24.ff'            14.0"/"  22.6"/" 

1  Year         5  Years        10  Years       15  Years 

A  $10,000 
investment 
on  3/31/76 

Call  toll-free: 

1-800-345-2021 

For  more  complete  information  about  Twentieth  Century 
Investors,  including  charges  and  expenses,  call  for  a  free 
prospectus.  Please  read  the  prospectus  carefully  before  investing. 
Data  quoted  represents  past  performance.  Investment  return 
and  principal  value  will  fluctuate  and  redemption  value  may 
be  more  or  less  than  original  cost. 


Assumes  reinvestment 
of  all  distributions. 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 
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RESEARCH 


GETTING  BUSINESS  TO  THINK  ABOUT 
THE  UNTHINKABLE 


Can  new  management  strategies  prevent  another  Exxon  Valdez  or  Bhopal? 


One  July  night  in  1988,  as  one  crew 
on  Occidental  Petroleum  Corp.'s 
Piper  Alpha  oil  rig  in  the  North 
Sea  relieved  another,  a  communications 
snafu  became  the  first  link  in  a  disastrous 
chain  of  events.  The  new  workers  weren't 
told  that  one  of  two  pumps  used  to  drain 
fluid  from  gas  pipelines  was  out  of  service 
and  that  the  pipes  connected  to  it  had  been 
closed  off.  When  the  working  pump  failed 
later  that  night,  the  new  crew  switched  to 
the  other  pump.  But  because  its  pipes  were 
closed,  pressure  built  up,  causing  a  gas 
leak.  The  eventual  result  was  a  conflagra- 
tion that  killed  167  workers. 

As  the  world  burns  more  oil,  uses  more 
chemicals,  and  travels  faster  and  farther, 
the  potential  for  catastrophe  grows.  Of  the 
oO-odd  worst  industrial  accidents  in  this 
century — accidents  that  killed  scores  of 
people  or  did  millions  of  dollars  in  dam- 
age— more  than  half  have  taken  place 
since  1977.  The  prospect  of  more  tragedies 
such  as  Bhopal,  Chernobyl,  and  the  Exxon 
Valdez  makes  it  critical  to  figure  out  how 
organizations  can  better  prevent  such 
ghastly  accidents. 
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As  researchers  pore  over  accident  data 
from  airline  crashes,  oil  spills,  and  even  op- 
erating rooms,  they  are  uncovering  the 
anatomy  of  calamity.  They  have  found 
"virtually  all  disasters  can  be  traced  back 
to  people,"  says  David  Woods,  an  industri- 
al engineer  at  Ohio  State  University.  More 
precisely,  researchers  put  the  ultimate 
blame  for  most  disasters  on  the  executive 
suite.  Since  companies  often  don't  factor  in 


PREVENTING  A  DISASTER 


wm^  Provide  special  training  to  keep 
^     workers  alert  to  dangers 

■pK  Hand  decision-making  in  a  crisis  to 
^      those  who  run  the  operotion 

Boost  internal  communication, 
^      especially  bad  news 

PJl'  Don't  overwork  employees 

Moke  sure  technology  doesn't 
^      take  away  employees'  ability  to  . 
size  up  a  situation 


the  possibility  of  major  disasters  or  t 
potential  costs  in  making  decisions, 
don't  shell  out  the  extra  resources  to 
vent  them,  researchers  argue.  In  fact, 
M.  Elisabeth  Pate-Cornell,  a  Stanford 
versify  professor  of  engineering  man 
ment,  "most  accidents  are  caused  or 
couraged  by  the  rules  and  [producti 
goals  set  by  the  corporation."  Industr 
beginning  to  assess  the  probability  of 
ure  of  every  mechanical  part  in  an  oj: 
tion.  But  that  doesn't  account  for  the 
man  element,  which  research  indicate 
so  important. 

COCKPIT  CHAOS.  In  fact,  experts  say, 
biggest  strides  in  disaster  prevention  1 
so  far  come  through  government  ac 
By  analyzing  commercial  airline  era; 
and  putting  pilots  through  simulated 
ses,  for  instance,  NASA  scientists  leai 
that  junior  crew  members  often  are  tO' 
timidated  to  convey  crucial  informatio 
their  captains.  Take  the  Air  Florida  p 
that  struck  a  bridge  over  the  Potomac 
er  after  takeoff  from  Washington's 
tional  Airport  in  1982.  In  part,  that 
pened  because  the  co-pilot  was  " 
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AFTER  20  YEARS,  WE'VE  MADE  OUR 
MARKONTHEU.S. 

In  1971 ,  Credit  Lyonnais  opened  its  doors  in  New  Yorl<.  In  the  years  since, 
we've  demonstrated  our  long-term  commitment  to  the  U.S.— opening 
offices  nationwide,  expanding  our  base  of  solid  client  relationships, 
responding  with  creative  answers  to  changing  corporate  needs.  And  in 
1991  we'll  mark  our  20th  anniversary  by  moving  to  our  new  U.S. 
headquarters  in  New  York.  We're  not  just  marking  time. 


at 


CREDIT  LYONNAIS 


NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 


Can  you  guess  who's  eligible 
for  Sodal  Security? 

They  all  are. 

Because  Social  Security  isn't  just  for  retirement;  it's  for 
people  of  all  ages. 

If  your  life  is  somehow  cut  short,  it  will  pay  survivors 
benefits  to  your  family,  even  if  you're  years  from  retirement. 

If  a  serious  illness  or  injury  prevents  you  from  working, 
it  can  provide  disability  payments. 

Now  you  can  find  out  what  your  benefits  might  be  with 
a  free  Personal  Earnings  and  Benefit  Estimate  Statement 
from  Social  Security.  Using  our  records  of  your 
Social  Security  earnings  and  the  future  income 
information  you  provide  us,  we'll  give  you 
an  estimate  of  what  you  can  expect  — not 
only  for  retirement,  but  in  disability  and 
survivors  benefits  as  well. 

Write  to  Dept.  74,  Pueblo,  Colorado 
81009,  and  we'll  send  you  a  simple 
form  you  can  complete  to  get  your  own 
Personal  Earnings  and  Benefit  Estimate  Statement. 

(jI  Social  Security  fS!?| 

It's  not  just  for  retirement.  It's  for  life.  GoinCll 
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uncertain"  about  alerting  the  pilot  of  lot 
lems  with  engine  power  readings  cajse 
by  ice  on  the  engine  sensors,  says  H.  n 
ton  Foushee,  chief  scientific  adviser  foil 
man  factors  research  at  the  Federal  .|| 
tion  Administration.  Now,  the  Fa|»i 
recjuiring  airline  crews  to  take  asseih 
ness  and  sensitivity  training  so  theyS 
communicate  better  about  problems,  i  , 

To  prevent  oil  spills,  state  and  fe' 
governments  are  also  stepping  in  with 
laws  to  boost  tanker  safety.  In  ger 
legislation  would  ensure  that  the 
ships  navigate  more  carefully  in  dang( 
waters.  Researchers  also  advocate  m£ 
sure  captains  and  officers  work  les; 
manding  shifts  and  that  the  industry 
better  inspection  and  maintenance  rec 
for  ships — which  would  let  comp: 
catch  corrosion  and  defects  before 
lems  develop.  Such  measures,  cor 
many  researchers,  would  be  more  eff'e 
and  less  expensive  than  building  ships 
double  hulls,  since  a  second  skin  wou 
prevent  the  really  big  spills.  "When  trc 
appears,  it's  often  greeted  with  cries 
technological  fix,"  says  Karlene  H. 
erts,  organizational  psychologist  at 
University  of  California  at  Berkeley, 
what  we  need  in  many  cases  is  not  tec 
(igy  but  management  strategies. 
FREEDOM  TO  ACT.  To  find  out  which  stlffiii 
gies  work,   Roberts  and  Berkeley 
leagues  Todd  La  Porte  and  Gene  Roi 
packed  up  clipboards  and  graduate 
dents  and  spent  hundreds  of  hours  at 
enterprises  with  enviable  safety  rec(Btii 
They  looked  at  Navy  aircraft  can 
which  have  cut  the  rate  of  major 
haps — those  that  cost  more  than  $1  m 
or  kill  people— from  .55  per  100,000  hou 
flight  in  1953  to  1.89  in  1990.  They  che 
out  Pacific  Gas  &  Electric  Co.'s  smc 
running  Diablo  Canyon  nuclear 
plant.  And  they  analyzed  the  FAA's  air 
trol  system,  which,  despite  bitter  strif 
tween  air  controllers  and  management 
helped  cut  the  death  rate  in  air  travel 
fold  since  the  1960s. 

Findings  from  this  research  are 
turning  the  business-school  dogma  tha 
best  way  to  prevent  nasty  surprise 
tight  control  from  the  top.  The  orga: 
tions  studied  are,  in  fact,  strongly  h 
chical,  but  roles  and  decision-mal 
change  dramatically  when  things  get 
In  an  emergency,  people  of  different  r; 
operate  as  equals,  speeding  both  deci: 
and  the  flow  of  information.  During 
launch  of  an  air  strike  from  a  Navy  car 
for  example,  the  lowliest  deck  worker 
halt  the  operation  if  something  is  wroi 
and  be  commended  for  the  decision 
trast  that  with  the  1986  Challenger  d 
ter:  Engineers  failed  to  persuade 
management  to  abort  the  space  shutt 
cold  weather  and  were  later  treated  aj 
riahs  when  they  told  their  story 
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A  New  Pure  No-Load™  Fund  from  Scudder! 


"Hook  for  the  same  thing 
from  my  investments  that 
my  I  do  in  everything  I  buy. 

'  ,  Howdoyoufindquality  ma  growth  fund?  Look  for  high 

investment  standards.  Selectivity.  Broad  diversification. 
An  emphasis  on  sound  fundamentals.  And  a  firm 
with  a  reputation  for  thorough,  comprehensive  re- 
search. If  this  is  what  you're  looking  for,  consider 
Scudder  Quality  Growth  Fund.  Call  the  toll- 
free  number  below  and  ask  for  a  free 
information  kit. 

Scudder 

Quality  Growth  Fund 
1-800-225-2470  ext  1536 

SCUDDER 


America  s  First  ^ 
Family  of  No-Load  Funds 


Contact  Scudder  Investor  Services,  Inc.,  Distributor,  for  the  Fund's  prospectus  which  contains 
more  complete  information  on  management  fees  and  other  expenses.  Please  read  it  carefully 
before  you  invest  or  send  money. 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


CALL        IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

-  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg.l70(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


P  O  BOX  3021  •  GLEN  ELLYN,  ILLINOIS  60138 


For  More  Details 
Call  708-690-OOJO 
Peter  Ro.-ikum 
Executive  Director 
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CONSUMER  ELECTRONICS 

POOR  MAN'S 
HDTV? 


Yves  Faroudja's  system  is  crisp 
and  cheap — but  a  tough  sell 


I 


n  his  modest  laboratory  in  Sunny- 
vale, Calif.,  Yves  Faroudja  fiddles 
with  switches  and  dials  on  a  bank  of 
television  gear  and  peers  at  a  TV  moni- 
tor. The  adjustments  fail  to  patch  in  the 
program  he  wants.  "I  hate  these  digital 
controls,"  he  mutters.  It's  an  oddly  old- 
fashioned  remark  for  a  Silicon  Valley 
engineer  who  hopes  to  redefine  the  fu- 
ture of  television.  But  then  again,  Far- 
oudja is  clearly  a  contrarian. 

While  the  electronics  industry  is  prais- 
ing the  wonders  of  high-definition  televi- 
sion, Faroudja  is  betting  that  consumers 
and  broadcasters  alike  will  balk  at  the 
technology's  high  price  tag.  "I  don't  be- 
lieve people  are  willing  to  pay  a  fortune 
for  a  TV  set,  no  matter  how  good  the 
picture  is,"  he  says.  Indeed,  full  HDTV 
systems  in  Japan  still  run  about  $28,000, 


and  consumers  aren't  showing  much  in- 
terest. Even  in  the  late  1990s,  the  sets 
are  expected  to  cost  several  thousand 
dollars  each.  And  experts  say  it  will  cost 
broadcasters  as  much  as  $15  million  to 
equip  a  typical  TV  station  for  HDTV.  In 
addition,  because 
HDTV  will  require 
more  of  the  spec- 
trum than  today's 
broadcasts,  the  Fed- 
eral Communications 
Commission  will 
have  to  allocate 
more  channels — a 
process  that  will 
take  years. 

So,  Faroudja  has 
engineered  a  much 
cheaper  alternative 
that  could  be  avail- 
able sooner.  His 
technology  boasts 
pictures  that  are  superior  to  today's  best 
broadcasts  but  not  as  sharp  as  full 
HDTV.  Called  SuperNTSC  because  it  is 
compatible  with  the  current  broadcast 
standards  that  were  set  by  the  North 
American  Television  Standards  Commit- 
tee (NTSC)  in  1941,  Faroudja's  system 
doubles  the  number  of  horizontal  lines 


that  constantly  scan  images  onto  tl 
tube,  making  pictures  sharper. 
perNTSC  includes  signal-processing  t 
that  eliminate  technical  problems 
as  smeared  color  and  those  rainbowi 
terns  on  Johnny  Carson's  plaid  jac 


On  the  other  hand,  SuperNTSC  do* 
have  the  movie-like  wide  screen  or 
CD-quality  sound  of  HDTV. 

Faroudja's  company,  Faroudja 
oratories,  which  makes  signal-proces 
gear  for  TV  stations,  has  less  than 
million  in  sales.  But  the  French-borr 
gineer  has  some  powerful  allies  anc 


helher  your  motimtioii  is  business  or  pleasure,  retreating  from  it  is  as  important  as  reaching  it^  Experiencing  the 
benefits  of  an  cnriraument  designed  to  offer  both  will  soon  be  possible  in  Beverly  Hills  SHARK  THE  EXPERIENCE. 
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'hl^:  Preferred  Hotels  &  Resorts  Worldwide  Toll  Tree:  (800)323  7500 
Steigenberger  Reservation  Service  Toll  Tree.  (800)  223  5652.  or  contact  your  travel  professional. 
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Effects  of  Advertising  in  a  Recession  on  Sales 
(Indices)  375 


J 


Companies  that  Maintained 
or  Increased  Advertising  in 
Both  1981  and  1982 

Companies  that  Eliminated 
or  Decreased  Advertising  in 


2,S3 


Both  1981  and  1982 


159 


195 


,S8  •  


1982 


89 


15^ 


IcCraw  Hill  Reiwrch,  1986, 


In  A  Recession, 
The  Best  Defense  Is 
A  Good  Offense 


It's  a  recession.  Your  instincts  demand  that  you  cut  the  ad  budget.  But,  as  the 
McGraw-Hill  Research'  analysis  of  business-to-business  advertising  expenditures  during 
the  1981-82  recession  shows,  it's  those  with  the  courage  to  maintain  or  increase  adver- 
tising in  a  recession  who  reap  a  major  sales  advantage  over  their  competitors  who  panic 

and  fall  back  into  a  defensive  posture. 
.'\nd  this  advantage  continues  to 
expand  long  after  the  recession  is  over. 

Recessions  last  an  average  of  1 1 
months,  but  any  advertising  decision 
made  during  one  can  have  permanent 
repercussions.  The  McGraw-Hill  study 
demonstrates  that  nervous  advertisers 
lose  ground  to  the  brave  and  can't  gain 
it  back.  In  1980,  according  to  the  chart 
seen  here,  sales  indices  were  identical, 
but  by  1985  the  brave  had  racked  up  a 
3.2  to  1  sales  advantage.  A  similar 
study  done  by  McGraw-Hill  during  the 
1974-75  recession  corroborates  the 
1980's  research. 

A  recession  is  the  single  greatest 
period  in  which  to  make  short-  and 
long-term  gains.  And,  surprisingly, 
increasing  advertising  modestly  during 
one  has  much  the  same  effect  on  your 
profits  as  cutting  advertising  does.  According  to  The  Center  for  Research  &  Development's 
October  1990  study  of  consumer  advertising  during  a  recession,  advertisers  who  yield 
"to  the  natural  inclination  to  cut  spending  in  an  effort  to  increase  profits  in  a  recession  find 
that  it  doesn't  work."'  This  study,  relying  on  the  PIMS'  database,  also  uncovered  that 
aggressive  recessionary  advertisers  picked  up  4.5  times  as  much  market  share  gain  as  their 
overcautious  competitors,  leaving  them  in  a  far  better  position  to  exploit  the  inevitable 
recovery  and  expansion. 

Chevrolet  countered  its  competitors  during  the  1974-75  recession  by  aggressively 
beefing  up  its  ad  spending  and  attained  a  two  percent  market  share  increase.  Today,  two  share 
points  in  the  automotive  industry  are  worth  over  $4  billion.  Delta  Airlines  and  Revlon  also 
boosted  ad  spending  in  the  1974-75  recession  and  achieved  similar  results. 

Continuous  advertising  sustains  market  leadership.  And  it's  far  easier  to  sustain 
momentum  than  it  is  to  start  it  up  again.  Consider  this  list  of  market  category  leaders: 
Campbell's,  Coca-Cola,  Ivory,  Kellogg,  Kodak,  Lipton  and  Wrigley.  This  is  the  leadership 
list  for  1925.  And  1990.  These  marketers  have  maintained  a  relentless  commitment  to  their 
brands  in  both  good  times  and  bad.  Kellogg  had  the  guts  to  pump  up  its  ad  spending 
during  the  Great  Depression  and  cemented  a  market  leadership  it  has  yet  to  relinquish. 

These  are  the  success  stories.  Space  and  diplomacy  don't  allow  the  mention  of  the 
names  of  those  who  lacked  gusto  and  chose  to  cut  their  ad  spending  in  recessionary  times. 

But  if  you  would  like  to  learn  more  about  how  advertising  can  help  make  the  worst  of 
times  the  best  of  times,  please  write  to  Department  C,  American  Association  of  Advertising 
Agencies,  666  Third  Avenue,  New  York,  New  York  10017,  enclosing  a  check  for  five  dollars. 
You  will  receive  a  booklet  covering  the  pertinent  research  done  on  all  the  U.S.  recessions_ 
since  1923.  Please  allow  4  to  6  weeks  for  delivery. 


1983 


1984 


1985 


'  McGraw-Hill  Research.  1986.  '  The  Center  for  Research  and  Development  O1990. 
'  Profit  Impact  of  Market  Strategies.  The  Strategic  Planning  Institute.  Cambridge,  MA. 


vestofs.  Nine  U.  S.  companies,  including 
Capita!  Cities/ABC  Inc.  and  cable  giant 
Tele-Communications  Inc.,  have  given 
Faroudja  several  million  dollars  for  re- 
search and  demonstrations.  Early  tests 
have  gone  well.  In  January,  San  Francis- 
co CBS  affiliate  KPIX  broadcast  using  Su- 
perNTSC.  And  this  summer,  the  Public 
Broadcasting  System  plans  to  produce 
three  shows,  including 
This  Old  House,  in  Su- 
perNTS( '  for  broadcast 
nationwide. 

WAITING  IT  OUT.  "We 

think  it's  a  good  solu- 
tion until  a  true  HDTV 
standard  comes  in," 
says  Roy  Moore,  gener- 
al manager  of  KPIX.  In- 
deed, the  investment  to 
upgrade  to  SuperNTSC 
is  about  $300,000,  only 
one-fiftieth  that  expect- 
ed for  HDTV.  Even  after  Ht)T\'  arrives, 
small  stations  and  cable  operators  may 
need  a  cheap  way  to  improve  broadcasts 
to  avoid  losing  viewers  to  HDTV  stations. 

Now,  Faroudja  must  persuade  a  lot 
more  people  that  he  has  the  right  mag- 
ic— most  of  all  TV  manufacturers.  Their 
vote  is  crucial.  Viewers  watching  Su- 


perNTSC broadcasts  on  today's  sets 
would  only  see  slightly  sharper  pictures 
and  better  color.  Getting  the  full  benefit 
of  SuperNTSC  will  require  new  receivers 
that  may  cost  about  $300  extra  per  set. 
Faroudja  is  talking  with  several  TV  mak- 
ers about  licensing  his  technology,  which 
would  be  contained  on  custom  chips  or  a 
circuit  board  in  the  set. 


SuperNTSC 

1,050  lines 
Standard 
$300  more  per  set 
$300,000 

DATA:  BW 


SHARPER  IMAGES  FOR 
TELEVISION'S  FUTURE 

RESOLUTION 
SCREEN  SIZE 
CONSUMERS' COST 
BROADCASTERS'  ADDED  COST 


But  he  faces  a  tough  sell.  Most  manu- 
facturers are  already  spending  millions 
on  HDTV  research.  French-owned  Thom- 
son, which  makes  RCA  and  GE  brand  TVs, 
for  instance,  has  no  interest  in  Su- 
perNTSC, says  U.  S.  Senior  Vice-Presi- 
dent D.  Joseph  Donahue.  And  Japanese 
TV  makers  have  an  interim  scheme  in 


Japan  called  Clear  Vision.  Says  We 
E.  Vivian,  a  University  of  Michigan] 
entist  and  HDTV  consultant:  "A  few 
go  with  Faroudja,  but  many  more 
wait  for  HDTV."  ! 

As  a  result,  Faroudja  is  first  targe 
specialized  markets  such  as  high- 
projection  TVs.  Sony  Corp.  and  Ca 
Inc.  already  use  SuperNTSC  circuitr; 

camcorders.  But  he 
hopes  to  break  into 
mainstream.  "I  wan 
have  TV  sets  in 
stores  in  1992,"  he  s; 

Faroudja  conce 
that  marketing  isn't 
specialty — engineer 
has  been,  ever  since 
first  glimpse  of  TV  b 
in  1949,  when  he 
growing  up  in  P: 
"Electronics  was  m: 
to  me,"  he  recalls, 
would  still  rather  spend  his  time  tin 
ing  in  the  lab  than  selling.  Says  Jos 
A.  Flaherty,  CBS  Inc.'s  senior  vice-pr 
dent  for  technology:  "He's  got  an  ide  Of 
minute,  and  he  tears  after  them 
With  that  kind  of  energy,  it  may  be 
soon  to  tune  out  Faroudja  just  yet. 
By  Robert  D.  Ho/in  Sunnyvale,  Ct 


HDTV 

788  to  1,125  lines 

Wide-screen 
$3,500-$7,000* 
$15  million 

•In  late  1990s 


Smart  Investments  Start  at  the  McGraw-Hill  Bookstore 


TWJkvn     Trading  ami  '  rAn^ru  T'w 


All  the  best  books  from  all  the  best  publishers 


Fax  or  mail  coupon  to: 
I  McGraw-Hill  Bookstore,  1221  Avenue  of  the 

Amencas,  New  York,  NY  10020 
I  Fax;  212-512-4105  Tel,  212-512-4100 
Outside  New  York  City  you  may  also  order  by 
calling  1.800-512-4115 
I  YES!  Please  rush  me. 
■oty. 

 Understanding  Wall  Street,  3/e 

_       (ISBN  0-8306-0479-2)  $9.95,  paper 

I  Trading  and  Investing  in  Bond  Options 

(ISBN  0-471 -52560  X)  $49.95 
Technical  Analysis  Explained,  3/e 
(ISBN  0  07-051042-3)  $49.95 
Forecasting  Financial  Markets 
(ISBN  0-471-53408-0)  $49.95 
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Please  add  applicable  sales  tax,  plus  $2.50  for 
U.S.  postage  and  handling.  Fax  or  phone 
orders  delivered  within  10  days! 

BWD-691-2  I 


UNDERSTANDING  WALL 

STREET 

Third  Edition 

By  Jeffrey  B.  Little  and 
Lucien  Rhodes 
The  bestselling  pnmer  on  the 
stock  market,  recently  updated 
with  new  matenal  on  the  effects  of 
the  1987  crash  ...  junk  bonds ... 
growth  stocks ...  program  trading 
...  gold  and  silver ...  investor 
resources  and  services ...  and 
international  investment. 
PiibIM  h\-  TABlbhern  Hall  Press 
240  pages  •  $9.95,  paper 

TRADING  AND  INVESTING 
IN  BOND  OPTIONS 

By  M.  Anthony  Wong 
A  comprehensive,  insightful 
overview  of  the  U.S.  government 
bond  options  markets,  and  how 
bond  options  can  be  strategically 
used  for  nsk  management ... 
arbitrage  ...  and  other  investment 
options. 

Published  by  John  tVi/f  v  &  Sons.  Inc. 
262  pages  •  $49.9.5 


TECHNICAL  ANALYSIS 
EXPLAINED 
The  Successful  Investor's 
Guide  to  Spotting  Investmen|, 
Trends  and  Turning  Points 
Third  Edition 
By  Martin  J.  Pnng 
Sophisticated  tools  and  techniqw  ij] 
for  anticipating  future  financial 
activity  —  and  reaping  the 
rewards  of  dividend  growth  and 
capital  appreciation! 
Published  b\  Mi  Craw  Hdl 
480  pages  •  $49.95 


FORECASTING 
FINANCIAL  MARKETS 

By  Tony  Plummer 
Insights  toward  a  greater 
understanding  of  the  psychology 
of  crowd  behavior  and  its  effect 
on  financial  markets,  including 
classic  approaches  to  technical 
analysis ...  examples  from  equity, 
futures,  and  options  markets ... 
and  practical  application  methods|),[: 
Published  b\  John  Vtile\  &  Sons.  Inc. 
258  pages  •  $49.95 
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equent  Traveler  is 
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ALL  AT  REGULAR  BUSINESS  WEEK  RATES! 
PLAN  TO  BE  THERE: 

Issue  Date:  October  7 ,  1991 

Closing  Date:  August  26,  1991 


PLEASE  CALL 
John  Holden, 
Market  Manager, 
Travel  Advertising 
(212)512-6394 


If  only  for  a  moment,  she  defies  gravity 
Her  grace  and  form  are  flawless,  a  tribute  to 
perseverance  and  tenacity 

She  is  one  of  many  amateur  athletes  who  dedicate 
themselves  not  just  to  winning,  for  that  is  a  short-term  goal. 

But  to  the  challenge 
of  competition  which 
propels  them  to  be 
the  best  they  can  be. 
Today  tomorrow, 
for  a  lifetime. 

Phillips  Petroleum 
has  been  national 
sponsor  of  United 
States  Diving  since 
1979.  And  will 
continue  to  support 
this  organization  for 
many  years  to  come. 
Because  il  our  youths  can  take  determination  and 
achievement  to  this  altitude,  our  hopes  for  the  future 
are  high  indeed. 

PHILLIPS  PETROLEUM  COMPANY® 


For  wore  injotmatm  on  how  you  can  Mp  lIksc  athletes,  please  write  to:  Executive  Director,  United  States  Dmng,  201  South  Capitol  Avenue, 
Suilc  -jJO,  htlkinapnlis,  Indiana  46225. 


velopments  to  Watc 


fD  Rr  !•;(  il'.l  lU  BUDERI 

ITING  UP 
R  THE  SUN 


jiven  the  bad  news 
'about  the  thinninfj 
ozone  layer,  it's  becom- 
ing more  important  than 
ever  to  protect  against 
skin  cancer.  Sunscreens 
and  sunblocks  help,  of 
course,  but  even  when 
covered  up,  you  can  re- 
ceive a  lot  of  damaging 
ultraviolet  rays.  The 
typical  T-shirt,  for  in- 
stance, blocks  out  less 
than  507"  of  all  UV  rays. 
Solar  Protection  Fac- 
Inc.  has  a  solution.  The  Chicago  company  has  developed  a 
fabric  from  nylon  that  blocks  out  more  than  99'a  of  the 
lied  UVB  rays  that  produce  sunburns  and  are  the  principal 
3  of  skin  cancer.  The  fabric  also  blocks  93'a  of  UVA  rays, 
fi  lead  to  premature  aging  of  the  skin.  The  material,  called 
•weave,  gets  these  ray-fighting  abilities  from  the  patented 
it's  woven  and  the  chemical  composition  of  the  dye  used 
ilor  it.  SPF  is  selling  its  first  product,  a  soft-ribbed,  knit 
f  polo  shirt.  The  $40  shirt  is  machine-washable,  needs  no 
ig,  and,  the  company  says,  is  durable  and  breathable. 


REE  DIMENSIONS, 
FUNNY  GLASSES 


ratching  3-D  movies  wasn't  always  fun.  For  years,  you 
iiad  to  don  glasses  with  red  and  green  lenses  that 
ised  crude  images  and  a  cross  between  a  popcorn  hang- 
and  a  migraine.  Lately,  companies  such  as  Imax  Systems 
.  in  Toronto  have  refined  this  approach  with  liquid-crystal 
les.  But  Imax's  short  films  are  costly  to  produce,  and 
ve  been  relegated  to  science  museums  and  exhibitions, 
■w,  Nippon  Telegraph  &  Telephone  Corp.  is  developing 
liquid-crystal  displays  (LCDS)  that  don't  require  special 
.es.  Like  earlier  systems,  NTT's  prototype  simultaneously 
imits  separate  images,  recorded  at  slightly  different  an- 
to  each  eye.  But  instead  of  using  colors  or  shutters  to 
the  sets  of  images  discrete,  the  system  employs  an  outer 
;n,  known  as  a  lenticular  lens,  which  fits  over  a  15-inch 
LCD  panel.  This  lens  is  lined  with  hundreds  of  vertical 
!S  that  divide  and  direct  the  twin  images  to  the  eyes, 
hers  have  tried  lenticular  lenses.  But  in  earlier  versions,  a 
t  sideways  movement  could  mix  the  signals  and  shatter 
ffect.  NTT's  display  has  two  infrared  sensors  that  track  a 
3r's  head  position  and  adjust  for  these  movements.  NTT 
3  to  produce  its  screens  for  computer  terminals  and  video 
es  but  says  commercial  systems  are  still  two  years  away. 


;.  CHIPMAKERS  GRAB 
ilGGER  PIECE  OF  THE  PIE 


e  latest  rankings  of  the  world's  semiconductor  makers 
ind  American  producers  gaining  a  step  on  Japanese  rivals, 
ct,  Intel  Corp.  posted  the  heftiest  gain  of  any  major  chip 
■any,  reports  market  researcher  Dataquest  Inc.  Intel's 
sales  climbed  30%,  to  $3.2  billion,  as  it  leaped  from  No.  8 


to  fifth  place  in  the  chip  sweepstakes.  Intel  joins  No.  4  Motor- 
ola Inc.,  which  enjoyed  an  117'  revenue  gain,  to  $3.7  billion,  as 
one  of  two  U.  S.  contenders  in  the  first  five.  Texas  Instru- 
ments Inc.,  the  only  other  U.  S.  company  in  the  top  10,  slipped 
a  notch  to  No.  7,  on  an  87  sales  drop,  to  $2.6  billion. 

The  top  three  chipmakers,  in  the  same  order  as  in  1989,  were 
Japan's  NEC,  Toshiba,  and  Hitachi.  But  as  memory-chip  prices 
plummeted,  each  watched  revenues  slide  27 .  With  the  decline, 
Japanese  companies  saw  their  worldwide  semiconductor  mar- 
ket share  dip  slightly,  to  just  under  497'  of  the  total.  Data- 
quest  figures  U.  S.  companies  gained  two  points,  to  377.  And 
European  chipmakers  raked  in  147"  more  sales  and  captured 
nearly  117  of  last  year's  $58.2  billion  pie. 


SILICON  ISN'T  READY 
TO  GO  INTO  RETIREMENT 


Silicon,  the  semiconductor  industry's  aging  grandfather,  is 
suddenly  more  youthful.  Scientists  have  long  predicted 
that  inherent  speed  limits  in  silicon  would  force  it  to  give  way 
to  a  faster  material  such  as  gallium  arsenide  around  the  year 
2000.  But  they  didn't  reckon  on  Bernard  S.  Meyerson. 

The  manager  of  electronic  materials  research  at  IBM's  Thom- 
as J.  Watson  Research  Center  found  a  way  to  alloy  silicon 
with  a  bit  of  germanium  so  electrons  can  zip  along  faster  than 
in  either  material  alone.  Such  a  mixture  wasn't  thought  practi- 
cal because  the  two  crystals'  atomic  structures  don't  match  up. 
But  Meyerson  developed  precise  controls  for  growing  crystals 
that  can  add  new  material  in  layers  just  one  atom  thick. 

Last  year,  IBM  used  this  compound  to  make  bipolar  transis- 
tors— found  mostly  in  mainframe  computers — that  are  almost 
twice  as  fast  as  previous  silicon  switches  and  close  to  gallium 
arsenide's  best.  In  late  May,  IBM  repeated  the  feat  with  field- 
effect  transistors,  the  type  used  in  personal  computers  and 
consumer  electronics.  So,  says  IBM,  silicon  is  here  to  stay. 


NOW,  YOU  DON'T  NEED  METAL 
TO  MAKE  A  MAGNET 


For  centuries,  mag- 
nets have  been  made 
of  metals  such  as  iron. 
But  scientists  at  Du 
Pont  Co.'s  research  labs 
in  Wilmington,  Del., 
have  synthesized  a  mag- 
netic material  made 
from  an  organic  poly- 
mer. Eventually,  plastic- 
like magnets,  which 
might  be  tailored  to  spe- 
cific tasks  more  readily 
than  common  magnets, 
could  find  uses  ranging 
from  coatings  that  enhance  optical-disk  storage  properties  to 
shielding  of  electromagnetic  radiation  from  computers. 

Previously,  scientists  had  synthesized  polymers  that  were 
magnetic  only  at  temperatures  a  few  degrees  above  absolute 
zero.  But  the  new  magnet  works  above  170F.  "We  now  have  a 
critical  temperature  high  enough  to  be  useful,"  says  Du  Pont 
organic  chemist  Joel  S.  Miller,  who  led  the  research  team. 

Still,  major  problems  remain.  For  one,  the  black,  amorphous, 
material  loses  its  magnetic  properties  when  exposed  to  oxy- 
gen. But  scientists  hope  to  find  related  materials  that  sur- 
mount that  hurdle.  If  they  do,  organic  chemistry,  not  metallur- 
gy, may  open  a  new  era  of  versatile  magnetic  materials. 
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ROLLER  SKATING 


ROLLERBLADE  IS  SKATING 
IN  HEAVIER  TRAFFIC 


Will  a  linkup  with  Nordica  help  it  streak  past  new  competitors? 


The  company  that  started  it  all  is  a 
lot  like  the  spandex-clad  skaters 
who  use  its  products — j'oung,  hip, 
and  slightly  unorthodox.  Flocking  to 
RoUerblade  Inc.'s  rallying  cry  "the  as- 
phalt is  calling,"  one  million  Americans 
have  strapped  on  in-line  skates  and  hit 
the  pavement.  Another  million  will  join 
them  by  yearend.  Now,  the  question  is; 
Can  a  company  that  has  been  skating  on 
the  fringe  avoid  falling  on  its  face  as  it 
moves  into  the  mainstream? 

The  folks  at  RoUerblade  are  about  to 
find  out.  On  Apr.  30,  Italy's  Nordica,  the 
world's  leading  ski-boot  maker,  bought 
half  of  RoUerblade  for  an  undisclosed 
sum.  Nordica  is  a  division  of  Edizione 
Holding,  controlled  by  the  Benetton  fam- 


ily. The  Nordica-RoUerblade  alliance 
gives  the  Eden  Prairie  (Minn.)  company 
the  deep  pockets  "to  expand  globally  as 
well  as  help  us  with  product  develop- 
ment and  manufacturing,"  says  Chief 
Executive  John  Sundet.  RoUerblade  is 
the  latest  trophy  for  Edizione  as  it 
builds  a  sporting-goods  empire  that  in- 
cludes Prince  tennis  rackets,  Asolo 
mountain  boots,  and  Kastle  skis. 

Even  before  the  Nordica  linku]), 
RoUerblade  was  on  its  way  to  the  big 
time.  Sales  have  at  least  doubled  every 
year  since  1987  and  are  expected  to 
reach  an  $125  million  in  1991  (table).  In 
less  than  a  decade,  RoUerblade  has  be- 
come the  leading  U.  S.  maker  of  in-line 
skates,  which  place  up  to  five  wheels  in 


a  row  instead  of  two  by  two.  It  Di 
mands  more  than  507f  of  the  I'etail  \t 
ket,  which  could  soar  to  $750  milli'i 
1993,  according  to  Richard  L.  Dv|a; 
president  of  rival  Innovative  Sport^' 
tems  Inc.  % 
CHEAP  SKATES.  But  it's  not  all  »■ 
skating  for  RoUerblade.  The  compaftf 
facing  a  torrent  of  competitors,  irfll 
ing  Scott  Olson,  founder  of  Rollerl:|.(i 
In  1979,  the  19-year-old  Olson,  tlk: 
semipro  hockey  player,  was  browsift 
a  Bloomington  (Minn.)  store  whefc 
came  across  a  pair  of  in-line  skate™ 
lines,  said  to  be  the  first  roller  skBs' 
originated  in  the  Netherlands  inpa 
17UOs,  so  Olson  can't  claim  to  t 
thought  up  the  basic  design.  Bu 
fashioned  an  in-line  skate  for  off-se  ff. 
hockey  players  with  greater  mane-  i 
ability.  Soon  he  was  building  them  i  s 
basement  and  hawking  them  doc  s 
door.  By  1981,  he  had  cjuit  playing  1  i 
ey  and  started  a  company.  A  few  j  ,s 
and  a  lot  of  local  sales  later,  he  jo 
most  of  his  holdings  to  Minneapoli  E 
vestor  Robert  0.  Naegele  Jr.,  wl  iii 
now  Rollerblade's  chairman.  Last  m(  i& 
Olson  sold  his  remaining  57'  stak  a 
RoUerblade  to  Naegele.  ar 


ir  his  new  company,  Innovative 
t  Systems,  Olson  has  come  up  with 
vv  twist:  si<ates  called  Switchit  that 
be  switched  from  wheels  to  blades, 
the  in-line  skating  business,  Roller- 
}  is  Atari,  and  Switchit  is  Nin- 
5,"  says  Dwinal. 

'st  Team  Sports  Inc.,  No.  2  in  in-line 
;s,  is  coming  on  strong,  too,  with 
ne  Gretzky  promoting  its  Ultra- 
els  line.  And  with  Rollerblade's 

popular  skates  retailing  for  $139 
$199,  Taiwanese  knockoffs,  some 
d  below  $50,  are  grabbing  share  at 
low  end.  Even  Fisher-Price  (BW — 

17)  has  jumped  in,  with  kids'  skates 
can  be  adjusted  for  growing  feet. 
)re  worrisome,  .Roller- 
>  and  other  manufac- 
rs  face  a  potential 
lash  as  skating  inju- 
rise.  In-line  skates  are 
?r  than  traditional 
els  and  can  reach 
ds  of  30  mph.  So 
Tblade  is  spearhead- 
a  safety  campaign. 

nothing  has  slowed 
I  Rollerblade.  It  has 
id  into  apparel,  called 
sgear,  and  accessories 
as  kneepads.  Because 
narketing  knowhow 


and  similar  custom- 
ers, says  Sundet,  "our 
long-term  relationship 
with  Benetton  could 
prove  as  beneficial  as 
our  relationshi)! 
with  Nordica." 

Rollerblade  has 
proven  a  savvy  mar- 
keter on  its  own.  To 
cultivate  its  out-on 
the-edge  image, 
Rollerblade  has 
largely  skirted 
Madison  Ave- 
nue. Instead, 
Rollerblade  has 


no 


BEYOND  WHEELS:  CEO  SUNDET  IN  BLADEGEAR 


own  advice  and  hit  the  road.  Its  Rock  'N' 
Rollerblade  Tour — 25  skaters  in  black- 
and-neon-colored  outfits — crisscrosses 
America  performing  stunts  and 
skate  dancing  at  campuses,  play- 
grounds, and  theme  parks. 

In  one  way,  Rollerblade  may 
be  becoming  too  successful. 
Its  name  is  practically  synon- 
ymous with  in-line  skating,  and 
that  puts  Rollerblade  in  danger 
of  losing  its  trademark,  as  aspi- 
rin and  cellophane  did.  So  it  is 
shifting  its  marketing  focus 
from  promoting  in-line  skating  to 
shaping  a  distinctive  brand  im- 
age. Rollerblade  has  hired  an  ad- 
vertising agency,  Carmichael 
Lynch  in  Minneapolis,  and  is  pre- 
paring  its   first   national  TV 
campaign.  And  in  17  sporting- 
goods  stores  around  the  coun- 
try, it  is  testing  Rollerblade 
boutiques. 
Yet  Sundet  insists  the  com- 
pany won't  become  too  cor- 
porate. That  means  Roller- 
blade    faces    a  tricky 
balancing    act:  keep- 
ing  its   funky  down- 
town image  as  it  moves 
uptown. 

By  Lois  Therrien  in  Eden  Prairie,  Minn. 


We  just 
put  our  future 
on  the  line. 


rhe  future  is  something  that  just  happens, 
it's  something  that  you  make.  It  depends 
your  attitude. 

\t  Ford,  we  just  put  our  future  on  the  line, 
th  a  new  tractor  that  performs  Uke  no  Ford 
>  ever  performed  before-the  AeroMax  120 

t conventional.  The  most  fuel-efficient  big 
ever. 

\nd  a  new  way  of  doin^  business  that  helps 
'  customers  stay  in  business, 
n  cab  comfort,  m  roadability,  in  ease  of  main- 
ance,  there's  never  been  anything  from  Ford 
3  AeroMax  120. 


And,  there's  never  been  anything  from  Ford 
like  our  new  LineHauler  Club-witn  24-hour 
Emergency  Hotline  supported  by  over  26,000 
suppliers  of  towing  and  repair  services,  fuel  and 
tires.  Or  our  Expanded  Parts  & 
Service  network.  Ford  Extended 
Service  Coverage  and  more. 

AeroMax  120.  Because  the 
future  is  up  to  you. 


TRUCKS 


Not  just  a  new  Ford. . . 
a  new  Ford  attitude. 


e 


ENTREPRENEURS! 


THE  KUNG  FU  KING 
WHO  RESCUED  MACY'S 


Sir  Run  Run  Shaw,  83,  moviemaker  and  now  a  retailing  hero 


In  his  heyday  as  Asia's  most  powerful 
movie  mogul,  Sir  Run  Run  Shaw  was 
renowned  as  a  playboy  of  the  East- 
ern world.  These  days,  as  a  fit  and 
cheerful  83-year-old,  Shaw  enjoys  a  more 
upright  image  as  one  of  the  region's 
great  philanthropists.  For  his  decades  of 
charity,  Shaw  has  been  knighted  in  Brit- 
ain and  toasted  with  banquets  in  Beijing. 
Chinese  scientists,  grateful  for  his  $55 
million  in  gifts  to  mainland  colleges, 
have  even  named  an  asteroid  after  him. 

Now,  Shaw  has  become  something  of 
a  hero  on  Seventh  Avenue.  Since  last 
December,  he  has  paid  $50  million  for 
around  107>  of  the  preferred  stock  of 
R.  H.  Macy  &  Co.  The  move  was  strictly 
business,  says  Shaw.  Still,  it  may  strike 
some  as  a  tad  philanthropic:  The  invest- 
ment represented  near- 
ly one-third  of  a  rescue 
package  that  helped 
keep  Macy's  out  of 
Chapter  11.  And  while 
other,  more  fretful  in- 
vestors have  lately 
{>ushed  Macy's  bond 
prices  down  sharply, 
Shaw  swears  he  isn't 
worried  by  its  financial 
problems,  which  were 
recently  dramatized  by 
a  record  quarterly  loss 
of  $101  million.  "With 
the  gulf  war,  the  re- 
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suits  weren't  unexpected,"  says  his  in- 
vestment adviser,  Louis  R.  Page. 

The  Shaw-Macy's  connection  can  be 
traced  back  to  Mitchell  Finkelstein,  head 
of  buying  for  Macy's  private-label  pro- 
gram and  the  son  of  Chief  Executive 
Edward  S.  Finkelstein.  Ten  years  ago, 
Mitch  married  Hui  Ling,  an  actress  who 
had  appeared  in  many  of  Shaw's  movies. 
Shaw  and  the  elder  Finkelstein  met  at 
the  wedding  and  remained  friendly.  The 
filmmaker  decided  to  chip  in  to  Macy's 
cause  last  December,  when  another 
Macy's  investor,  whom  Shaw  won't 
name,  approached  him  in  Hong  Kong.  A 
deal  to  buy  $25  million  of  preferred 
stock  was  struck  in  one  day.  No  invest- 
ment banker  was  involved,  says  a  person 
close  to  the  deal.  Shaw  exercised  options 


THE  RUN  RUN  RUNDOWN 


SHAW  BROTHERS  ITD.  Holding  company,  founded  in  the  1920s,  owns  TV 
stations,  movie  studios,  theaters  across  Southeast  Asia,  and  a  vast  film  li- 
brary. Biggest  source  of  income:  commercial  real  estate 

HONG  KONG  TELEVISIOH  BROADCASTING  ITD.  Chinese  and  English  Ian 
guage  stations,  known  as  TVB,  control  80%  of  the  Hong  Kong  market.  Also 
world's  biggest  producer  of  Chinese-language  programming 

MACY'S  Shaw  bought  around  10%  of  the  retailer's  preferred  shares  for  $50 
million,  half  in  December  and  the  rest  in  March,  through  his  Bermuda-based 
Unimex  Holdings.  Shaw  is  now  among  the  company's  largest  shareholders 

OTHER  C)wns  office  buildings  in  Vancouver  and  San  Francisco,  the  Kaanapali 
Beach  Hotel  in  Hawaii,  and  six  U.S.  theaters 


on  an  additional  $25  million  in  M 

Run  Run  Shaw  may  not  be 
Claus,  but  at  his  age,  neither  dot 
need  to  be  Carl  Icahn.  Shaw  won' 
how  much  he  is  worth,  just  tha 
more  than  $1  billion — and  more  ths 
knows  what  to  do  with.  Most  Ch 
tycoons  pass  such  empires  on  to 
heirs.  But  Shaw's  relations  with  his 
Oxford-educated  children  are  stra 
and  they  are  not  expected  to  as, 
major  roles  in  his  companies. 
CAMP  FARE.  Much  of  Shaw's  fortu 
stashed  away  in  trusts  for  his  fa 
but  a  good  portion  is  in  foundations 
make  donations  in  China,  Hong  K 
and  Southeast  Asia.  The  Macy's 
and  other  offshore  investments, 
Shaw  blithely,  are  aimed  at  "ma 
more  money  to  give  away."  They 
also  a  way  for  him  to  get  money  o' 
Hong  Kong,  which  will  come  under 
nese  control  in  1997. 

Shaw  and  his  now-deceased 
brothers,  sons  of  a  Shanghai  te 
magnate,  were  the  true  pioneers  of 
nese  cinema.  After  directing  Ch 
first  movie  in  1924,  the  Shaw  Brol 
studio  went  on  to  create  more  than 
films.  Shaw's  1973  kung  fu  cult  cl 
Five  Fingers  of  Death,  introduced 
chop-and-drop  genre  to  the  West.  IV 
critics  have  never  had  much  praist 
the  low-budget  camp  fare  that  S 
cranked  out  at  his  massive  Hong  I 
film  factory,  but  then,  he  has  neve 
pired  to  produce  anything  more 
mass  entertainment. 

Run  Run's  pace  has  slowed  to  a  1 
walk  since  his  high-living  younger  c 
but  he  is  still  a  busy  socialite  ai 
regular  on  the  charity  circuit.  He  en 
his  stamina  to  a  "very  simple  life."  S 
rises  at  around  5:30  a.m.  for  an  hoi 
breathing  exercises  and  t'ai  chi  rr 
ments,  followed  by  an  hour  of  me 
tion.  Each  day,  he  sees  at  least  one  i 
ie.  "He's  like  a  kid,"  says  film  critic 
Kei.  "He  enjoys  anything." 

In  his  old  age,  Shaw  is  cominj 
terms  with  China,  which  he  refuse 
visit  for  40  years  £ 
the  revolution.  He 
made  hefty  contr 
tions  to  dozens  of  n 
land  institutions.  "C 
has  so  many  problei 
Shaw  says.  "They  i 
help."  With  that 
look,  it's  little  woi 
that  when  Macy's  w 
Santa  for  a  bailout, 
elves  delivered  the  i 
sage  to  Run  Run  SI 
By  Pete  Engardi 
Hong  Kong,  with  Lc 
Zinn  in  New  York 
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1  •  Review  the  list  of  advertisers  below. 

2.  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 

3.  Or.  call  toll-free  Monday— Friday  SAM— 5PM  MST: 

1-800-345-3550 
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NNUAL  REPORTS 

Phillips  Petroleum 
Company 

NANCIAL  PRODUCTS 
ND  SERVICES 

I.  Chicago  Mercantile 
Exchange 

I.  CIGNA  Corporation 

:.  Continental  Bank 

).  Founders  Blue  Chip 
Fund 

i.  Franklin  Fund 

'.  T.  Rowe  Price 

>.  The  Janus  Fund 

>.  Twentieth  Century 
Investors,  Inc. 

>.  UNUM  Life  Insurance 

..  Van  Kampen  Merritt 

!.  Wausau  Insurance 
Companies 


PRODUCTS/SERVICES 

13.  Amoco  Chemical 
Company 

14.  Buick  Motor  Division 

15.  CAST 

16.  Charles  Schwab  &  Co., 
Inc. 

17.  Compaq 

18.  Dupont  Safety 
Management 

19.  Eastman  Kodak  Copy 
Products 

20.  Egghead  Discount 
Software 

21.  Ford  Truck  Operations 

22.  G  E  Plastics 

23.  Hotel  Lotte 

24.  MannesmannAG 

25.  Meridien  Hotels 

26.  Okidata  Corporation 

27.  Peninsula  Group 

28.  Rockwell  International 

29.  Rolodex  Electronic 
Organizers 

30.  RPS  (Roadway  Package 
System) 

31.  Schott  Corporation 


32.  Subaru  of  America 

33.  The  Timken  Company 

34.  Universal  Data  Systems 
(UDS) 

35.  Yellow  Freight  Systems 

36.  Zenith  Data  Systems 
AREA  DEVELOPMENT 

37.  Arizona  Department  of 
Commerce 

38.  Fairfax  County 
Economic  Development 
Authority 

39.  Iowa  Department  of 
Economic  Development 

40.  North  Carolina 
Department  of 
Economic  and 
Community 
Development 
Business/Industry 
Development  Division 

41.  State  of  Missouri 
Department  of 
Economic  Development 


e  Corporation 


STRATEGIES  I 


A  BRIGHT  IDEA  THAT  CIOROX 
WISHES  IT  NEVER  HAD 


It  launched  detergent-bleaches  only  to  abandon  them  to  rivals 


It  was  always  something  of  a  corpo- 
rate grudge  match.  Back  in  1988, 
Ciorox  Co.  decided  to  take  on  con- 
sumer-products colossus  Procter  &  Gam- 
ble Co.  in  the  detergent  market.  Ciorox 
had  once  been  part  of  P&G,  before  the 
Federal  Trade  Commission  forced  the 
company  to  divest  its  bleach  business 
back  in  1969.  So,  while  Ciorox  has  since 
evolved  into  a  formidable  household 
goods  purveyor,  going  after  P&G  was 
"like  wanting  to  beat  out  your  brother," 
says  one  former  Ciorox  executive. 

Well,  big  brothers  have  been  known  to 
deliver  a  thrashing  when  provoked.  And 
that's  exactly  what  Ciorox  received  from 
P&G  and  other  consumer  giants  during 
its  fling  in  detergents.  Ciorox  invested 
upwards  of  $225  million  over  the  past 
three  years  to  develop  and  distribute  its 
detergent  products.  But  it  couldn't  come 
close  to  matching  the  marketing  might 
of  P&G  and   Unilever.   Consider  that 


Ciorox  spent  $2  million  last  year  on  all 
its  detergent  advertising,  compared  with 
$62  million  that  P&G  shelled  out  for  its 
Tide  brands  alone.  Few  were  surprised, 
then,  when  Ciorox  CEO  Charles  R. 
"Chick"  Weaver  finally  hoisted  the 
white  flag  in  late  May  and  announced  a 
retreat  fi'om  the  business. 

But  having  picked  this  fight,  Ciorox 
may  not  find  it  so  easy  to  back  out.  Soon 

THE  LINEUP  AT  CLOROX 


Product                           1990  sales 

Millions 

Percent 

of  total 

BLEACH  $462 

Ciorox,  Ciorox  Fresh  Scent, 
Liquid  Ciorox  II,  among  others 

28% 

HOUSEHOLD  PRODUCTS  455 

Liquid-Plumr,  Soft  Scrub,  Pine-Sol, 
Combat  insecticides.  Fresh  Step  cot  litter 

27 

SPECIALTY  FOODS  250 

Hidden  Valley  Ranch  salad  dressings 
and  dips 

15 

CHARCOAL  180 

Kingsford  and  Match  Light 

11 

DETERGENTS*  53 

Ciorox  Detergent 

3 

OTHER  264 

Bottled  water,  restaurant  equipment 

16 

*Clorox  is  dropping  out  of  the  detergent  business 
DATA  GOLDMAN  SACHS  8,  CO 

if* 


III 


after  it  launched  Ciorox  Detergent,  ^< 
detergent-bleach  combination  it's 
yanking,  P&G  unveiled  its  own  coin 
Tide  With  Bleach.  While  the  product  1  f 
been  in  the  works  for  years,  P&G  picl - 
up  the  pace  to  counter  Ciorox.  By  ea* 
1989,  P&G  had  Tide  With  Bleach  in  pi  ap! 
nationwide,  backed  by  a  promotional  i 
advertising  blitz.  Thanks  to  P&G's  o\  '™ 
whelming  marketing  muscle,  Tide 
Bleach  quickly  captured  11%  of  the  nisi 
ket,  becoming  the  No.  2  brand  belv" 
regular  Tide. 

Problem  is,  that  product  didn't  jW' 
trounce  the  Ciorox  detergent  brand: 
also  stealing  sales  from  some  of  Cloi«ii 
core  bleach  offerings.  And  Ciorox'  s'lil 
render  in  the  detergent  market  lea  ^ 
the  company  without  a  big  new  gro^  at 
vehicle.  True,  its  lineup  of  househ  stt 
goods  such  as  Soft  Scrub,  Liquid-Plu:  ai 
and  Formula  409  are  respectable  mar  w 
leaders  (table).  Even  so,  they're  all  ni  [  1 
players — and  in  mature  markets  at  t\  ar( 
Nor  has  the  company  received  much  c  ? 
boost  from  its  1990  acquisition  of  itioi 
Pine-Sol  cleanser  and  Combat  insectic  Ck 
lines  from  American  Cyanamid  Co.  ssii 
PLANTED  IDEA.  Clorox  is  far  fr  Hii 
washed  up.  Its  balance  sheet  isn't  um 
mendously  leveraged.  And  Preside  ik 
Robert  A.  Bolingbroke  argues  that  V 
company's  unit  sales  can  grow  by  a  iti 
spectable  7%  annually  with  exten('ref 
product  lines  and  hot  specialty  produ(  na 
The  company  doesn't  need  to  burst  i  lo.: 
a  vast  new  market  in  order  to  thris. 
"I'd  like  to  see  us  concentrate  our 
forts  in  niche  markets,"  says  Bolii 
broke,  a  longtime  Ciorox  marketing  ti 
ecutive.  "That's  what  we  do  best." 

Still,  the  days  of  double-digit  earnii 
growth  Ciorox  enjoyed  throughout 
1980s  are  gone.  Thanks  to  an  $80  mill  ed 
write-off,  primarily  to  cover  its  delnj 
gent  debacle,  Ciorox'  earnings  this  fisiiie 
year  are  expected  to  plunge  to  $54  i-to 
lion,  from  $154  million  last  year,  on  reitt 
nues  of  $1.64  billion.  ren 
i 


118  BUSINi 


WEEK/JUNE  24,  1991 


se,  Clorox'  adventure  in  detergent 
ave  created  a  Frankenstein.  "By 
g  up  the  whole  bleach-detergent 
ss,  they  raised  some  doubts  in 
iiers'  minds  about  whether  they 
need  a  separate  bottle  of  bleach," 
William  Newbury,  an  analyst  with 
2  Retirement  Equities  Fund,  an  in- 
)nal  shareholder.  One  immediate 
appears  to  be  Clorox  II,  the  com- 

fabric-safe,  nonchlorine  bleach, 
concedes  that  sales  are  5%  to  lO'X 

last  year. 

,  smarts:  Clorox  II  is  a  high-mar- 
im  that  contributes  an  estimated 
the  company's  profits.  To  shore 
business,  Clorox  is  preparing  new 
,  and  it's  offering  retailers  incen- 

0  improve  bleach  displays.  So  far, 
d  for  its  flagship  Clorox  Bleach 

been  hit  by  the  combo  brands, 
lat  market  has  been  flat  and  is 
attack  from  generic  products. 

are  most  of  Clorox'  stable  of 
)rands  taking  off.  Sales  of  Formu- 
,  Liquid-Plumr,  Tilex,  and  Soft 
are  just  chugging  along  with  the 

2%  annual  growth  of  the  U.  S. 
tion.  And  one  of  the  few  bright 
Clorox'  Hidden  Valley  Ranch  sal- 
5sings  line,  faces  increased  compe- 
Hidden  Valley  had  grown  briskly 
;nt  years:  It  grabbed  the  No.  2 

bottled  salad  dressings  from  Uni- 

Wishbone  brand,  thanks  partly  to 
dition  of  a  line  of  low-fat,  choles- 
ree  dressings  under  the  Take 

name.  But  Kraft  General  Foods 
o.  1  with  a  40%  share,  is  taking  no 
s.  Last  year,  Kraft  introduced  its 
le  of  low-fat  dressings — now  a  $62 
i-a-year  business  and  roughly 

imes  as  large  as  Take  Heart. 
>ED  FREEZER.  In  a  daring  move, 

may  now  be  about  to  take  the 

1  Valley  Ranch  name  into  the 
2d  frozen-entree  business.  The 
tiy  is  testing  a  line  of  microwava- 
iners — chicken,  beef,  shrimp,  and 
-to  which  you  add  water  and  zap. 
iter  is  needed  because  the  ingredi- 
■en't  precooked,  and  Clorox  claims 
■als  taste  better  than  other  frozen 

5. 

ever,  the  $4.6  billion  frozen  dinner 
:  has  already  been  staked  out  by 
es  of  Kraft,  Nestle,  and  Conagra. 

may  be  in  for  another  drubbing. 
.  tough  time  for  someone  who's 

big  player,"  says  Stephen  B. 
s,  executive  vice-president  of  Con- 
nc,  which  markets  the  Healthy 

line. 

ve  got  to  hand  it  to  Weaver  and 
ly:  These  folks  aren't  afraid  to 
n  the  big  cats.  But  they're  also 
l  that  grabbing  a  tiger  by  the  tail 
thing,  letting  go  quite  another. 
laria  Skao  in  Oakland.  Calif.,  with 
reports 


We  like  gellmg  lo  know  uur  J.ii.k  IJaniels  customers  So.  we  hope  you'll  drop  us  a  line  one  of  these  days. 


A  HOT  DAY  and  a  hoc  rick  can  make  a  Jack 
Daniel's  ricker  behave  in  strange  ways. 

You  can't  blame  him  if  he  turns  the  watering 
hose  on  himself.  (Burning  hard  maple  ricks  is  hot 
work!)  But  the  charcoal  that  results  is  something 
our  distillery  can't  do  without.  You  _ 
see,  we  pack  it  into  room-high  vats 
and  seep  our  whiskey  down  through 
it,  drop  by  drop.  This  is  charcoal 
mellowing,  and  the  smoothness 
it  gives  Jack  Daniel's  makes  it 
worth  all  the  cold  showers  our 
rickers  need. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  National  Registerof Historic  Places  by  the  United  States  Government. 
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ETWORK  PERSONA 

©  DIGITAL  EQUIPMENT  CORPORATION,  1 991  THE  DIGITAL  LOGO,  DECpc  AND  PATHWORKS  ARE  TRADEMARKS  OF  DIGITAL  EQUIPMENT  CORPC 


>t  think  of  what  might 
;n  if  someone  designed  a 
round  the  idea  of  people 
ing  together.  Instead  oi 
ing  alone. 

lat  you'd  get  would  be  an 
ly  new  approach  to  personal 
uting.  One  ideally  suited  to 
ay  people  in  business  really 
.  And  it  would  be  called 
ork  personal  computing 
Digital.  (Because  who  else 
the  world's  leader  in 
orking  could  come  up  with 
an  idea?) 

see  what  makes  network 
Diial  computing  different, 

take  a  look  at  the  new 
3pc™  433  Workstation. 

00  has  never  bought  so 

1  PC  before.  Because  while 
hies  is  this  machine's  heart, 
'orking  IS  its  soul. 

e  DECpc  433's  revolution- 
design  lets  your  corporate 


network  take  the  place  oi  a  slew 
o{  expensive  peripherals.  Which 
means  we  could  build  in  rip- 
roaring  486DX  power.  And 
graphics  as  rich  as  those  of  richly 
priced  workstations.  At  a  price 
no  traditional  PC  can  match. 

DIGITAL'S 
PCs  MEAN 
BUSINESS. 

Even  our  new  portable  PCs 
are  moving  demonstrations 
of  network  personal  computing 
at  its  best. 

Both  our  new  DECpc  333 
Portable  and  DECpc  320sx 
Notebook  come  complete  with 
Microsof^t  Windows.  Plus,  an 
integrated  mousepad  to  make 
Windows  easier  to  operate  on 
the  roa  d.  Th  ere  s  even  an 
optional  expansion  chassis,  for 


tying  into  the  corporate  network 
in  a  snap. 

Finally,  meet  our  new  DECpc 
433T.  It's  not  only  a  high- 
performance  desksi  de  PC,  it 
also  doubles  as  a  server. 
Put  it  together  with  our 
PATHWORKS™  family  of 
networking  products  (or  any 
other  PC  LAN),  and  all  your 
PCs,  minis  and  mainframes 
will  be  working  together  like 
never  before. 

Which  means  all  your  people 
will  be  working  together  like 
never  before. 

Which  is  exactly  what 
network  personal  computing 
from  Digital  is  all  about. 

For  more  information  on  our 
unique  approach  to  personal  com- 
puting, call  1-800-343-4040,  Ext. 
352.  Or  call  your  local  Digital 
Auth  orized 
Distributor. 


OMPUTING   FROM  DIGITAL 


\NS  IS  A  TRADEMARK  OF  MICROSOFT  CORPORATION  486  AND  SX  ARE  TRADEMARKS  OF  INTEL  CORP 
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TLC  FOR  BEVERLY 
—AND  ITS  PATIENTS 


Profits  ai-e  back,  and  complaints  about  its  nursing  homes  are  down 


After 
tient 


ot  long  ago,  Beverly  Enterprises 
Inc.  seemed  ready  to  check  into 
that  big  sanatorium  in  the  sky. 
years  of  regulatory  rebukes,  pa- 
lawsuits,  and  heavy  losses,  the 
nursing-home  chain  was  reeling.  A  de- 
cade of  acquisition-fueled  growth  under 
former  chief  Robert  Van  Tuyle  had  left 
the  company  overly  leveraged.  In  late 
1987,  a  cash  crunch  at  Beverly  prompted 


Banks  is  also  trying  to  repair  Bever- 
ly's poor  regulatory  image,  the  product 
of  dozens  of  state  actions  and  patient 
suits  charging  the  company  with  under- 
staffing  and  patient  neglect.  Concedes 
Banks:  "The  company  got  a  little  arro- 
gant and  wasn't  focusing  totally  on 
quality  care."  To  sharpen  that  focus, 
Beverly  is  spending  more  on  training 
and  in-house  inspections.  One  example: 


the  company  to  default  on  $800  million 
worth  of  debt. 

These  days,  Beverly  and  its  new  chair- 
man, David  R.  Banks,  are  making  the 
case  that  the  nursing-home  chain  has 
truly  mended  its  ways.  Banks  has  cer- 
tainly ushered  in  some  dramatic 
changes:  He  sold  off  roughly  200  un- 
profitable or  legally  troubled  nursing 
homes  and  slashed  management  ranks 
by  207f.  To  pare  costs,  he  moved  the 
company's  offices  from  Pasadena,  Calif., 
to  the  back  of  a  shopping  center  in  Fort 
Smith,  Ark. 

Beverly's  balance  sheet  has  been 
nursed  to  better  health:  Banks  restruc- 
tured some  $800  million  of  debt  and  ne- 
gotiated more  favorable  terms.  The  com- 
pany's debt-to-capital  ratio  has  dropped 
from  647'  in  1988  to  a  more  reasonable 
547"  this  year,  and  annual  interest  pay- 
ments are  down  32%,  to  $50  million. 


Beverly's  16,000  nurses  will  soon  partici- 
pate in  a  continuing-education  program 
highlighting  the  latest  in  clinical  re- 
search and  techniques  involved  in  caring 
for  the  elderly. 

The  trouble  is,  Beverly  must  make 
such  often  costly  efforts  just  as  Banks 
is  trying  to  protect  profits.  After  losing 
a  total  of  $160  million  from  1987  through 
1989,  the  company  post- 
ed 1990  earnings  of  $13 
million  on  $2  billion  in 
revenues.  So  it's  not 
surprising  that  the  com- 
pany's stock  price  has 
doubled,  to  11,  since 
last  year. 

Even  so,  there  are 
plenty  of  threats  to 
Beverly's  recovery.  For 
one.  Banks  must  contin- 
ue to  hold  down  labor       a  millions  of  dollars 
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BEVERLY 
ON  THE  MEND 


costs,  which  represent  637  of  tot 
penses.  He  has  trimmed  the  use  o 
side  nursing  agencies  by  lowering 
over  of  in-house  staff.  But  Bev 
labor  relations  are  troubled:  In  N( 
ber,  a  judge  with  the  National 
Relations  Board  found  Beverly  at 
for  illegally  firing  or  disciplining  en 
ees  who  tried  to  organize  a  union, 
ly  is  appealing.  But  the  nlrb  is  m 
ahead  with  a  similar  action  involvi 
more  complaints.  "There's  a  lot  of  i: 
dation,"  says  Jerry  Shea,  health  ca 
vision  director  for  the  Service  En 
ees'  International  Union  (AFI^CIO). 
TATTERED  IMAGE.  Another  woe:  Roi 
657  of  Beverly's  residents  are  low 
come  patients  on  medicaid — more 
at  rivals  such  as  Hillhaven  Corp 
Manor  Care  Inc.  True,  reimburse 
levels  increased  107  last  year,  than 
a  1990  Supreme  Court  ruling  that 
medicaid  payouts  must  be  adj 
for  rising  health  care  costs, 
medicaid  pays  far  less  than  pi 
insurers  do,  and  Banks  hopes 
the  medicaid  portion  of  Bev( 
revenues  to  507  by  1993. 

To  attract  more  higher-incom 
tients,  Beverly  needs  to  sprue 
its  tattered  image.  In  April, 
state  of  Missouri  collected  $50 
from  Beverly  to  settle  charge 
poor  patient  care  at  a  nursing 
near  St.  Louis.  The  state  foun< 
tients  with  severe  bedsores,  br 
bones,  and  other  injuries.  Be^ 
settled  the  case  without  admi 
culpability. 

And  last  year,  Beverly  clos 
facility  serving  the  retarded  anc 
abled  in  Lynwood,  Calif.,  after  r 
lators  cited  the  company  for  pr 
ing  poor  living  conditions.  Eui 
Clarke,  a  vice-president  in  char^ 
quality  assurance,  denies  the  all 
tions.  He  says  Beverly  closed  the  fac 
because  the  medicaid  payouts  it  rece 
were  inadequate  to  provide  the  kin 
care  regulators  demanded. 

Banks  insists  that  Beverly  is  ma 
progress:  State  actions  against 
company  have  dropped  from  91  in 
to  -36  last  year.  Beverly  also 
200  doctors  and  nurses  conducting 
spections  ana  dev< 
ing  quality-impri 
ment  plans  at  its 
facilities.  Even  so, 
restoration  of  its  i 
tation   will   take  t 
After  all,  until  recei 
Beverly  seemed 
interested  in  bene 
the  rules  than  abi( 
by  them. 

By  Stephanie  An 
son  Forest  in  Housto 
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THE  CORPOF 


Introducing  The 
Great  American  Beauty. 


The  1991  Buick 
Park  Avenue.  ^  ^ 


have  come  up  with  one  of  the  quietest,  tightest 
and  smoothest  operating  luxury 
sedans  we've  ever  driven." 


EPA  estimaled 
miles  per  i^allon 

18/27 

City  Hwy 


The  elegant,  highly  aerodynamic  shape  of 
this  new  Buick  Park  Avenue  is  certain  to  make 
a  beautiful  first  impression. 

But  its  true  beauty  is  also  apparent  in  Park 
Avenue's  highly  refined  engineering.  To 
quoteMo/or  Trend.  "Buick  engineers  / 


As  you'd  expect,  all  Park  Avenue's  accom- 
plishments are  underscored  by  Buick  quality. 

We  invite  you  to  visit  your  Buick  dealer 
today.  Test-drive  Buick  quality  as  evidenced 
in  the  all-new  1991  Park  Avenue. 

For  more  information,  please  call 
1-800-3PARK-AVE. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


Blazing  Speed 
At  A  Sizzmil  Price 


Egg  Price....  Oa 

Instant  _SOA 
Egghead  Rebate  AU 

Price  After  Rebate 


The  Microsoft  MS-DOS  5  Upgrade  gives  you  the  fastest  DOS  eve 

You  wont  fmd  MS-DOS  5.0  for  less!  iyis.Dos  5  Upgrade  bundles! 

Egghead's  Instant  Rebate  is  worth  $20  off 
our  already  discounted  introductory  price! 
To  quahfy  for  the  rebate,  simply  fill  out 
a  short  questionnaire  in  the  store  and  walk 
away  with  a  total  savings  of  50%  ofTthe 
regular  price!  But,  our  Instant  Rebate  is 
good  only  through  August  10,  1991,  so 
rush  in  to  an  Egghead  store  near  you  or 
call  1-800-EGGHEAD  today! 


Unchain  conventional  memoiy! 

MS-DOS  5.0  lets  you  break  free  of  the 
limitations  of  your  old  DOS.  It  takes  up 
an  astonishingly  small  18K  of  conven- 
tional memory,  freeing  up  at  least  40K 
of  RAM  for  running  more  programs, 
faster  than  ever.* 


Microsoft 
MS4X)S5 

Upgra^ 


You've  never  opened  Windows  IQce  this! 

With  more  available  memory,  MS-DOS 
5.0  is  an  ideal  environment  for  Microsoft 
Windows  3.0,  significantly  surpassing  the 
performance  of  Windows  applications  on 
previous  releases  of  MS-DOS.  If  you're 
not  yet  using  Windows  3.0,  now  is  the 
time  to  start! 

Isnt  it  time  DOS  was  easy?  And  safe? 

Now  it  is!  Open  files  directly  from  the 
graphical,  mouse-supporting  MS-DOS 
5.0  shell.  Enjoy  easy,  intuitive  file  man- 
■agement  and  eggstensive  on-line  Help. 
Avoid  mishaps,  with  UNDELETE  and 
L  NFORMAT.  Installs  in  minutes,  just 
by  typing  A:SETUP  and  following  clear, 
un  -screen  instructions. 


Order  easily  with 
1-800-E66HEAD. 

Ordering  is  quick  and 
convenient.  Ask  our 
Order  Desk  operators 
about  the  shipping  options 
available.  To  qualify  for  an  MS-DOS  5 
Upgrade  Instant  Rebate  through  1-800- 
EGGHEAD,  you  must  answer  a  fev.' 
short  DOS  5.0  survey  questions  in  lieu 
of  the  in-store  questionnaire. 

•Intrease  in  lower  memory  available  for  machines  wilh  Sn286  or  higher 


MS-DOS  5  Upgrade  &  Logitech  Mousel 

Get  the  most  out  of  MS-DOS  5.0  with 
this  ergonomically  designed,  three-buti 
mouse!  Choose  Serial,  PS/2,  or  Bus 
From  Microsoft  and  Logitech.  p^c 

If  purchased      Intro       Hiniu  After 
separately       Price  Rebate 


MS-DOS  S  Upgrade,  Microsoft  Windows 
and  Logitech  Serial  or  Bus  MouseMa 

Give  your  PC  a  complete  "make-over,' 

a  price  that  can't  be  beat!  From  Micros 

and  Logitech.  Price 
U  purchased  In^  Hinos  After  Be' 
separately       Pnce      Bebate  C 1 BQ 

Serial         $279,97  $179.99   -$20  ...  V 

Bus  $289.97   $189.99   -$20  ...  $  169 

Prices  shown  ■  available  in  retail  store  locations  and  through  1-800-EGGHEAD  only  Instant  Rebale  on  MS-DOS  5  Upgrarle  available  only  with  a  completed  DOS  5  0  questionnaire  When  ordering  though  1-800-EGGHEAD,  survey  questions  rnusi 
answered  ove  le  phone  Limit  one  per  customer  Corpoiate  discounts  and  payment  terms  do  not  apply  to  prices  shown  Discounts  taken  Irom  regular  Egghead  prices  Some  intermediate  markdowns  rriay  have  been  taken  Sale  prices  not  gooo  in 
combination  w,  ,i  other  special  oHers  unless  otherwise  stated  Not  responsible  lor  typographical  errors  Rainchecks  are  given  unless  advertisement  clearly  states  that  quantities  are  limited  Product  availability  may  be  affected  by  delays  in  shipping 
however,  we  will  a'ways  do  our  best  to  satisfy  our  customers  Introductory  prices  good  through  8/10/91  All  prices  shown  in  US  currency     ,      ^      ,  ^      .  .    ^  ,^        ^   i.h    ,„»„i  .  .,„(.m,,i,  hnM.p. 

©1991  Egghead  Discount  Software.  Inc  "Eggheatl,"  Professor  Egghead "  and  Egg  words  are  trademarks  of  Egghead  Discoum  Software  All  other  trademarked  product  and  company  names  are  the  property  of  their  respective  trademark  holders. 


America's  Software  Eggsperts 
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M  ENERGY:  OUT 
F  HOT  WATER? 

evival  at  the  geothermal  company 


GKOL:  HE  HAS  LAID  OFF  25%  OF  THE  WORKERS  AND  CUT  MANAGEMENT'S  LAVISH  SPENDING 


or  the  past  few  years,  California 
Energy  Co.  has  spewed  trouble  like 
an  uncapped  geyser.  Its  founder 
•,hairman,  Charles  T.  Condy,  spent 
y  $2.5  million  a  year  on  a  Falcon  20 

Bentley,  and  15  other  luxury  cars 
op  executives — hefty  perks  for  a 

geothermal-energy  producer.  The 
any  was  mired  in  legal  brawls: 
lers  in  its  giant  plant  in  California's 
desert  tried  to  oust  it  as  opera- 
,nd  its  contractor  sued  in  a  dispute 
ballooning  construction  costs.  Little 
er  that  short-sellers  flocked  like 
res  to  California  Energy's  stock, 
t  now,  the  San  Francisco-based 
any,  the  nation's  largest  indepen- 
purveyor  of  geothermal  power,  is 
ig  its  house  in  order.  A  no-non- 
!  whiz  kid,  34-year-old  Nebraska 

boy  David  L.  Sokol,  has  replaced 
lamboyant  Condy  as  chief  executive 
;hairman.  Since  taking  over  in  late 
aary,  Sokol  has  laid  off  25%  of  his 
Dyees,  eliminated  perks,  and  settled 
'ight  with  partners.  And  with  the 

of  his  former  employer,  Peter 
it  Sons  Inc.,  the  privately  held  con- 
tion  and  mining  giant  that  recently 
ht  12%  of  California  Energy,  Sokol 
)tting  a  strategy  for  rapid  growth. 
1  result,  the  company's  stock  has 
y  doubled  since  sinking  to  6%  last 
mber.  And  after  swelling  to  6%  of 
anding  shares  late  last  year,  the 
ill  short  position  in  California  Ener- 
!  now  around  1.6%-.  "The  company 


=iPORATION 


has  solved  its  problems,"  declares  Sokol. 

Indeed,  Sokol's  presence  could  pre- 
sage a  less  bumpy  ride  for  Cal  Energy. 
The  53-year-old  Condy,  a  high  school 
dropout  from  Brooklyn,  formed  the  com- 
pany in  1971  mainly  to  sell  oil-and-gas 
limited  partnerships.  But  he  switched 
plans  in  the  late  1970s  when  he  secured 


AN  IMPROVING  OUTIOOK... 
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REVENUE 


CALIFORNIA  ENERGY'S 
RESULTS 
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leases  to  federal  lands 
in  Southern  California 
that  hold  vast  under- 
ground reservoirs  of 
hot  water.  He  then 
raised  $650  million — 
mostly  bank  debt — to 
drill  wells  and  build  a 
facility  to  tap  this  water 
and  convert  it  to  steam 
for  electricity  genera- 
tion. Work  on  the  250- 
megawatt  plant,  called 
Coso,  began  in  1987. 
Condy  took  his  compa- 
ny public  that  year. 

But  Cal  Energy  was 
soon  in  a  different  type 
of  hot  water.  Coso's  de- 
velopment costs,  along 
with  a  $51  million  pur- 
chase of  geothermal  re- 
serves from  Chevron 
Corp.,  drove  debt  to 
83%'  of  capitalization. 
Moreover,  management 
fell  up  to  five  months 
behind  on  bills — even 
after  Coso  was  complet- 
ed in  early  1990  and  be- 
gan selling  all  of  its 
power  to  Southern  California  Edison  Co. 
'SO  WHAT?'  It  was  in  this  context  that 
Condy's  extravagance  stood  out.  He  was 
chauffeured  to  work  in  the  Bentley  and 
took  the  Falcon  to  his  Oregon  ski  retreat 
or  the  company's  New  York  apartment. 
While  earning  $652,000  last  year,  Condy 
doled  out  country  club  memberships  and 
Mercedes  to  five  managers.  Condy  says 
Coso  was  coming  on-line — and  that  it 
wasn't  time  to  pinch  pennies.  "So  some 
people  flew  first  class,"  he  says.  "So 
what?"  But  Coso  partner  Caithness  Re- 
sources Inc.,  a  New  York  natural-re- 
sources developer,  was  so  riled  by  rising 
costs  that  it  tried  through  arbitration  to 
dump  Cal  Energy  as  operator. 

Finally,  the  line  was  drawn.  At  a 
tense,  five-day  board  meeting  last  De- 
cember, directors  forced  the  founder  to 
give  up  the  jet  and  devise  a  cost-cutting 
plan.  Condy  says  he  had  already  begun 
this  process  and  takes  credit  for  seeking 
help  from  Omaha-based  Kiewit,  which 
saw  geothermal  as  a  natural  extension 
of  its  core  business.  Still,  he  agreed  to 
step  aside  as  CEO,  though  he  remained  a 
director  until  May  14  and  still  has  a  7% 
stake.  Kiewit  paid  $29  million  for  its 
12%' — with  an  option  to  boost  its  stake  to 
34%^ — and  will  become  a  50%  partner  in 
Cal  Energy's  future  projects. 

Sokol,  who  eats  at  his  desk  and  calls 
6:30  a.m.  meetings,  got  right  to  work. 
He  dumped  the  big  cars  and  closed  of- 
fices in  New  York  and  Portland.  Such 
moves  should  cut  overhead  to  $13  million 
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0  FOR  ONE  SPECIAL 


Jkmm  Group  of  Mutual  Funds  is 
proud  to  announce  a  very 
special  event-4ntroducing  the 
Janus  Growth  and  Income  Fund. 

It's  like  getting  two  funds  in  one. 
Not  only  do  you  have  the 
potential  for  long-term  capital 
growth,  you  also  get  the 
opportunity  to  earn  income, 
ivfow  that's  a  two  for  one  special. 

Backed  by  over  20  years  of 
exj3erience,  the  Janus  Growth 
and  Income  Fund  is  a  more 
moderate  investment.  By 


investing  in  income-producing 
securities  and  equity  growth 
stocks,  the  Fund  seeks  to  provide 
a  more  consistent  total  return 
than  may  be  attainable  through 
investments  solely  in  growth 
stocks-offering  you,  the  investor, 
growth  and  income. 

Don't  miss  out  on  this  special 
event.  To  receive  a  prospectus 
containing  more  complete  infor- 
mation, call  us  at  1-800-525-8983 
Ext.  9603  or  return  the  coupon 
below. 


I) JANUS  GROWTH  AND  INCOME  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  9603 

Please  nead  the  prospectus  carefully  bdore  you  invest 
YES—  Tell  me  more  about  the  new  Janus  Growth  and  Income  Fund. 

■  Send  to: 


I 


Address 


y/State/Zip 


Janus  Group  of  Mutual  Funds 
P.O.  Box  173375 
Denver,  CO  80217  3375 
1-800-525-8983 
Ext.  9603 


I 


®  1  9'^ n 


19  90 


AWriMLFUND 


SCOREBOARD 


Insert  into  Drive  A  and  type  MFS.  For  Monochrome  Monitors,  type  MFS  /BW 


Compare  the 
Performance  of 
more  than  ... 
900  Equity  and 
750  Fixed  Income 
Mutual  Funds! 


•Simple  menu 
commands 
•Operates  on  IBM. 
or  Compatible  PC!^ 
•Updates  monthly 
and  quarterly 


FOR  SUBSCRIPTION  INFORMATION 
^LL  TOLL  FREE  1-800-553-3575 
ASK  FOR  DEPT.  HB41 


1: 


in  1991  from  $26  million  in  1990.  T 
company  hadn't  made  the  traii- 
from  the  entrepreneurial  phase  to  i 
ganizational  phase,"  says  Sokol,  c 
engineer  by  training.  He  also  settli 
case  with  Caithness  for  $1.5  ni; 
Now,  says  Caithness  Chairman  ..ii 
Bishop  Sr.,  "we  are  very  pleased. 

Certainly,  the  company's  earniii,i: 
look    has    brightened.  Sherr 
Grisewood,  an  analyst  at  Gilford 
ties  Inc.  in  New  York,  expects  pm;, 
hit  .$27  million  this  year  on  sonu: 
million  in  revenues.  That  comparciv 
a  $12  million  net  on  sales  of  $95.M  1 1. 
in  1990,  when  the  company  took  ; 
million  fourth-quarter  write-off  f 
structuring  costs.  And  profits  - 
rise  at  a  15%  to  20%  annual  cli 
several  years,  says  Grisewood. 
OPTIMISTIC.  The  problem  is,  most  u: 
growth  will  come  from  existini:: 
contracts,  which  lock  in  rising  |i 
rates.  Down  the  road,  Sokol  mus  ^ 
new  growth  in  a  hazy  climate  tm. 
thermal.  Coso  was  developed  par/ 
take  advantage  of  California  regul; 
devised  in  the  early  1980s,  when  e 
prices  were  soaring.  To  push  alteri 
energy,  regulators  approved  long 
contracts  at  prices  that  have  prov 
be  far  above  costs.  Such  deals  a 
longer  granted.  "The  gold  rush  is  c 
says  Thomas  Hinrichs,  vice-preside 
Magma  Power  Co.,  a  San  Diego  get 
mal  jjroducer. 

Still,  Sokol  sees  reason  for  optir 
Last  year's  overhaul  of  the  Cleai 
Act  and  new  policies  in  California 
sachusetts,  and  Nevada  may  ultinr 
require  utilities  to  pay  an  extra  en 
mental  cost  for  power  generate 
burning  fuels  such  as  oil  or  coal.  I 
mentation  has  just  begun,  so  it's  ur 
what  pricing  edge  geothermal 
gain.  But  Sokol  is  betting  such  new 
will  boost  his  plans  to  develop  an 
tional  600  megawatts  from  the  cc 
ny's  existing  geothermal  propertii 
Nevada  and  Utah. 

Even  if  he's  right,  Sokol  will  neec 
billion  in  new  financing  to  pull  of 
dream.  But  he  seems  up  to  the  tasl 
worked  as  an  engineer  and  banke 
fore  being  named,  at  age  26,  to  la 
Ogden  Projects  Inc.,  the  waste-to-er 
affiliate  of  Ogden  Corp.  In  seven 
there,  Sokol  pushed  revenues  to 
million  a  year,  raising  some  $4  billi< 
build  plants  that  convert  garbage  t 
ergy.  "David  has  a  particular  sparl 
development — being  able  to  pull  tO; 
er  financing,  sales,  operations,  and 
neering,"  says  Richard  R.  Jar 
Kiewit  vice-president.  If  Sokol  can 
up  his  track  record,  it  could  be 
steam  ahead  for  California  Energy 
By  Maria  Shao  in  San  Fro 
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©1991  The  North  Face       PholoCrcdit  BillHalcher      OORE  TEX  *ndGu«taniecd  ToKecpYou  Dry  areifademaikxof  W  L  Gore  4  AMCxriHe*.  li 


iFnr  a  free  color  catalog  including  full  details  of  our  lifetime  warranty  and  the  location  of  your  nearest  North  Face  dealer  call  1-800-654-1751.] 


It's  Dawn.  You  WAKE 

UP  and  start  to  roll 
out  of  bed .  Then 

IT  HITS  YOU.  The 

FLOOR  IS  three 

thousand  feet  DOWN. 

Everybody's  gotta  sleep.  Only  for  certain  people  it 
happens  in  some  pretty  interesting  places.  Like  half- 
way up  El  Capitan's  Salathe  Wall.  It's  these  people, 
^flHH^  however,  who  we  keep  foremost  in 
our^inds  when  designing  The  North  Face  gear 
Not  to  mention  those  who  may  prefer  extreme  ski- 
ing down  a  45-degree  mountain  face  in  Chamonix. 


Or  attempting  to  scale  the  south-southwest  pillar 
of  K2.  Or  maybe  even  rowing  a  boat  from  South 
America  to  Antarctica.  At  The  North  Face,  we 
make  a  complete  line  of  technical 
outerwear,  clothing,  tents,  packs  and  sleeping  bags 
built  to  overcome  situations  like  these.  Packs  with 
zippers  y4|P^|^  tested  to  withstand  up  to  300 
Dounds-^|HF  per-inch  of  pull.  Raingear  made 
with  waterproof,  breathable  Gore-Tex*  fabric.  And 
tents  whose  fabric  is  meticulously  cut  along  the 
grainline  to  insure  tautness  and  proper  shape^  All 
guaranteed  for  a  lifetime.  So  why  do  we 
go  to  such  lengths  to  make  our  gear? 

Because  out  here  it  can  make  the  difference  between 
life  and  death.    And  we'd  hate  to  lose  a  customer 
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Microsoft  E>1 
Format  Data 
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One  step  functions.  The  Toolbar,  which 

can  be  found  right  under  the  menu 
bar  at  the  top  of  your  screen,  gives  you 
easy  access  to  often-used  features. 


One  step  outlining.  This  exclusive 

neiv  feature  lets  you  collapse 
and  expand  worksheets  to  see  only 
the  detail  vou  need. 


One  step  formulas.  Use  Autosui 
add  a  range  of  cells  by  double-ch 


One  step  styles  Save  and  apply  your 
own  style.  Mix  up  to  256 fonts,  any  16 
of  16  million  colors  and  18  patterns. 


Mcrosoft  Exc 


And  your  expectations  will  go 
up  accordingly. 

That's  because  new  Microsoft 
Excel  for  Windows;  version  3.0,  in- 
cludes something  we  call  the  Toolbar 
It  makes  your  everyday  spreadsheet 
tasks,  as  well  as  trickier  feats,  easier 
to  do  than  ever  before. 

Plus  there  are  features  such 
as  consolidation,  which  lets  you  con- 
solidate up  to  255  worksheets  at  a 
time,  regardless  of  format. 
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Mix  text,  graphics  and  data  right  on  your  worltsheet.  With  W}'SIW}'G  (What  You  i 
Is  What  Vou  Git),  you  can  see  what  you've  produced  before  you  print  it. 
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Macro    Window  Help 


□ 


fflP 


e  step  alignment.  Align  data  to  the 
right.  To  the  left.  Or  the  center. 


One  step  drawing.  Highlight  key  data 
with  lines,  boxes,  circles  and  arcs. 


One  step  selection.  Group  objects 
together  Then  move,  size  or  format. 


One  step  charting.  Select  a  range, 
click  and  drag.  And  that's  it. 


One  step  text  box.  Insert  descriptive 
text  on  a  worksheet  or  chart. 


ep  bold  and  italic.  Stlect  a  cell 
click  here.  Then  see  it  there. 


One  step  macros.  Add  buttons  and 
access  hundreds  of  macro  commands. 


St  raised  the  bar. 


What's  more,  our 
Windows  appHcations 
all  work  together  So 
you  can  cut  and  paste 
a  3-D  chart  into  Word 
msm«^^^  '  for  Windows  to  create 
impressive  document. 

And  since  we  developed  the 
5t  Windows  spreadsheet,  you  might 
^  we're  pioneers. 

So  you  don't  have  to  be  one. 
What  if  you're  using  Lotus" 


1-2-3  ?  Well,  Microsoft  Excel  reads 
and  writes  Lotus  files.  And  with 
1-2-3  Help,  you  can  learn  by  simply 
applying  your  existing  knowledge. 

For  your  nearest  Microsoft 
dealer,  call  (800)  541-1261,  Dept.  R52. 

And  discover  the  most  ad- 
vanced spreadsheet  for  the  per- 
sonal computer.  Bar  none. 

Mkmsoft 

Making  it  all  make  sense" 


0  are  reguslered  trademarks  and  Autosum.  Making  it  all  make  sense.  Toolbar  and  Wmdow!,  are  trademarks  o;  Microsoft  Corporation.  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus  Development  Corporation. 


DIET  CENTERS 


THE  DIET  BUSINESS  IS  GETTING 
A  LOT  SKINNIER 


felt 


Lawsuits,  falling  profits,  and  a  storm  of  criticism  are  taking  their  pound  of  flesh 


Three  years  ago,  Patti 
Allen  decided  to  trim 
down  for  her  wed- 
ding. So  the  23-year-old 
secretary  at  a  religious- 
entertainment  booking 
company  in  Mobile,  Ala., 
joined  the  local  Physi- 
cians Weight  Loss  Cen- 
ter. Six  weeks  later,  she 
died   after   her  heart 
failed  at  a  movie  theater. 
She  had  lost  21  pounds 
by  following  the  plan's 
low-calorie  diet,  accord- 
ing to  a  lawsuit  filed  by 
her  mother,  but  the  diet 
induced  a  potassium  de- 
ficiency that  led  to  her 
fatal  heart  attack. 

Before  the  case  was  ' 
decided,  company  Exec- 
utive Vice-President 
Clifford  G.  Kocian  callet 
that  charge  "absolutely 
unfounded."  On  June  5, 
however,    a  county 
court  jury  awarded  Al- 
len's mother  $15  million. 
The  company  now  won't 
discuss  the  matter,  or  say 
whether  it  plans  to  appeal 

It's  just  another  in  a  series  of  bad 
blows  for  the  suddenly  flagging  diet-cen- 
ter industry.  Through  the  1980s,  the  rev- 
enues of  commercial  diet  centers  grew 
by  187'  annually,  to  $2  billion  in  1990, 
according  to  researchers  Marketdata  En- 
terprises Inc.,  in  Valley  Stream,  N.  Y. 
This  year,  however,  revenues  may  fall. 
The  recession  has  hurt,  as  many  dieters 
have  turned  to  cheaper,  do-it-yourself 
liquid  diets.  But  the  main  problem  is 
mounting  public  concern  over  the  safety 
of  diet-center  programs. 
SHAKEOUT.  The  bad  publicity  began  with 
hearings  early  last  year  chaired  by  Rep- 
resentative Ron  Wyden  (D-Ore.).  Now, 
the  Federal  Trade  Commission  is  investi- 
gating 14  diet  companies.  "I  still  have 
serious  questions  about  commercial  diet 
centers,"  says  Wyden,  who  favors 
touglier  regulation  if  the  misleading  ad- 
vertising and  other  questionable  prac- 
tices the  hearings  uncovered  aren't  halt- 


mi 


ed.  But  so  far,  the  companies  have  made 
few  changes — and  they're  starting  to 
pay  the  price. 

For  one  thing,  there's  a  shakeout  un- 
der way  in  diet  land.  Last  December,  the 
162-center  Trim  4  Life  chain  in  Los  An- 
geles closed  down,  felled  by  the  industry 
scandal  and  too-rapid  expansion,  indus- 


try sources  say.  The 
pany  couldn't  be  re 
for     comment.  ( 
chains  are  closing  oi 
and  some  could  be  pi 
over  the  edge  by  big 
expenses.   Even  W 
Watchers  Internat 
Inc.,  a  unit  of  H.  J. 
Co.  that  has  escaped 
dal,  saw  attendanc 
diet  meetings  fall 
below   normal  in 
prime  post-holiday 
ming  months  of 
ary  and  Februa 
though  Chief  Exec 
Charles  Berger 
business  has  picked  fjei 
Diet  centers,  85' 
907  of  whose  clieliii 
are  women,  gene 
promote  weight 
by  prescribing  lovjei 
orie,  prepack 
foods.  Men  tend  to  iie 
fer   over-the-cou  pai 
liquid   diets,  w 
they  take  on 
own.  That's  why 
Fast  Foods  Co.  has 
well  with  its  TV  ad  piljtli: 
by  Los  Angeles  Dodgers  manager 
my  Lasorda.  Other  versions  requijiR 
doctor's  prescription,  since  liquid 
can  be  harmful  if  overdone.  Such 
got  a  boost  in  1988,  when  talk-show 
Oprah  Winfrey  revealed  that  she  loii.' 
pounds  using  Sandoz  Nutrition  Co  nd 
Optifast.  Last  November,  though,  pi 
frey  swore  off  liquid  diets  after 
weight  ballooned  again. 

To  compete,  some  diet-center  ch 
lure  women  with  hype.  Nutri/Sys|cl 
Inc.,  for  one,  ran  ads  headlined:  ' 
all  the  weight  you  can  for  $89," 
the  program  really  cost  about  $3,000 
year,  according  to  Wyden  hearings  t 
mony.  Nutri/System's  chief  execu! 
Donald  A.  McCulloch  Jr.,  countered 
the  ads  refer  to  a  sign-up  fee  and  ad 
"The  ads  clearly  state  that  the  cos! 
food  is  extra."  The  company  still  i 
similar  ads — with  food  costs  footnot 
Ads  by  other  companies  lambaste^ 
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INDUj  E: 


irings  boasted  of  clients  losing  60 
pounds  in  a  few  months.  In  fact, 
weight  so  fast  can  be  dangerous. 
' ;  show  that,  like  Winfrey,  90''!  of 

regain  the  weight  lost  within  two 
Many  of  the  ads  have  been  toned 
But,  Wyden  says,  "there's  still  a 
garbage  out  there." 
■i/System's  latest  ads  seem  to  be 

in  point.  In  them,  the  company 
its  diet  ranks  tops  in  a  study  by 
line,  a  magazine  "written  in  col- 
ion  with  Stanford  [University]." 
rd,  however,  says  it  conducted  no 
ch  involving  Nutri/System,  al- 

Healthline  editor  Paul  Insel  is 
50ciate  professor  at  Stanford's 
1  school.  In  early  June,  Stanford 

temporary  restraining  order  in 
court  in  San  Francisco  that 
\  the  ads — which  the  university 
make  "unauthorized  and  mislead- 
ise  of  its  name.  Nutri/System, 
■hile,  has  countersued  Stanford, 
IS  a  company  spokeswoman,  "be- 
of  unfounded  statements  from 
rd  to  the  media"  about  the  ads. 
oth  Weight  Watchers  and  Jenny 
Inc.,  a  Del  Mar  (Calif.)  diet  chain, 
ued  Nutri/System  over  reference 
Ti  in  the  ads.  Insel  didn't  return 

llNG.  Nutri/System  is  also  now 
•get  of  hundreds  of  customer  law- 
;he  first  of  which  are  expected  to 
ird  in  Miami  this  fall.  Plaintiffs 
that  their  gallbladders  became 
id  and  often  had  to  be  removed 
.6  of  Nutri/System's  diet,  a  low- 
food  regimen  that  dieters  buy 
he  company  for  $50  or  $60  a  week, 
pany  spokesman  says  the  problem 
sed  by  obesity,  not  the  diet.  Still, 
introversy  is  hurting  Nutri/Sys- 
larketdata  estimates  that  its  reve- 
vill  fall  about  30'X  this  year,  after 
.han  doubling,  to  $1  billion,  in  1990. 
e  of  Nutri/System's  U.  S.  franchi- 
ire  suffering,  too.  Take  Keegan 
^ement  Co.  in  San  Jose,  Calif., 
»Jutri/System's  largest.  In  1989,  it 
1  $1.7  million  on  revenues  of  $49 
1.  Then,  in  1990,  revenues  plunged 
nd  the  company  lost  $780,000  from 
ions.  Keegan's  shares  have  fallen 
$11  when  it  went  public  in  late 
to  $1.37  now.  So  Keegan  has  sold 
its  75  centers  to  other  franchisees 
ck  to  Nutri/System — and  now 
.  sofas  instead.  Keegan  President 
'th  W.  Keegan  blames  the  troubles 
I  on  "negative  publicity  from  gall- 
er  lawsuits."  Nutri/System  de- 
to  comment  for  the  record  on  Kee- 
difficulties. 

sicians  Weight  Loss  is  struggling, 
[ore  than  a  third  of  its  443  centers 
closed  in  the  past  18  months.  Now, 
en  irate  franchisees  claim  in  law- 
filed  in  U.  S.  District  Court  in  Ak- 


T.  Rowe  Price  Science  8  Tedinoiogy  Fund  has  been  the  #1  science  and 
technology  fund  and  has  ranked  in  the  top  I  %  of  all  mutual  funds  since 
Its  1987  inception.*  The  Fund  invests  in  companies  behind  today's  break- 
through new  products,  includ- 
ing those  in  the  communica- 
tions, waste  management,  and 
computer  industries.  Because 
it  is  not  hmited  to  any  single 
sector,  the  Fund  can  seek  the 
best  opportunities  while  add- 
ing stabihty  through  diversifi- 
cation. $2,500  minimum.  No 
sales  charges. 


r  T.  Rowe  Price,  100  East  Pratt  St.,  Baltimore,  MD  21202  I 
Please  send  a  prospectus  with  more  complete 
information,  including  management  fees  and 
other  charges  and  expenses.  1  will  read  it  carefully 
before  I  invest  or  send  money. 

Name 
Address 


Call  24  hours  for 
a  free  information  kit 

1-800-541-6648 


City/State/Zip 


Phone 


□  Home 


□  Business 


bwcst  With  ConfideiK 

T.RoweR*ice 


•According  to  Lipper  Analytical  Services,  Inc .  which  monitored  20  science  and  technology  funds,  and  ranked  our 
Fund  #10  of  all  2,079  mutual  funds  from  9/30/87  through  3/31/91  Past  performance  cannot  guarantee  future 
results  T  Rowe  Price  Investment  Services,  Inc  ,  Distributor 


The  Best  Mutual  Fund 
Investment  You'll  Ever  Make. 


ANNUAL 

GUIDE 


Based  on  Business  Week's  famous  Mutual  Fund 
Scoreboard,  this  is  the  one  book  you  need  to  find 
out  how  mutual  funds  operate,  how  to  select  them 
and  how  to  build  and  manage  a  portfolio. 

hardcover:  0-07-035765-X  $24.95 
softcover:  0-07-035744-7  $14.95 

Available  at  your  local  bookseller  or 
call  toll-free  1-800-262-4729. 


McGraw-Hill,  Inc. 
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ron  that  founder  Charles  E.  Sekeres  has 
used  the  company  to  line  his  pockets. 

Sekeres  paid  himself  $36.3  million 
from  1986  to  1990,  or  217"  of  total  reve- 
nues, according  to  company  documents. 
This  distribution  of  profits  came  from 
steep  10%  royalties  on  franchise  reve- 
nues and  from  up  to  160'^  markups  on 
supplements  and  foods  that  franchises 
are  required  to  buy.  The  suits  also  allege 
that  much  of  a  mandatory  payment  into 
the  company's  national  advertising  fund 
was  funneled  to  an  ad  company  con- 
trolled by  Sekeres.  Vice-President  Ko- 
cian  denies  that.  And  he  argues  that 
payments  to  Sekeres  aren't  overly  high, 
since  he  owns  the  company  and  took  no 
money  out  of  it  in  its  first  seven  years. 
SIDE  EFFECTS.  More  troublesome  is  the 
charge  in  the  franchisees'  lawsuits  that 
the  Physicians  Weight  Loss  diet  pro- 
gram is  "grossly  deficient."  Its  centers 
don't  give  that  impression.  They  look 
like  doctors'  offices,  with  staffers  meet- 
ing clients  in  what  appear  to  be  exami- 
nation rooms — replete  with  charts, 
stethoscopes,  and  other  medical  para- 
phernalia. But  franchisees  say  dieters 
don't  get  much  supervision.  The  compa- 
ny's one-week  training  course  for  staff- 
ers is  inadequate,  they  say,  because  diet- 
ers' time  with  a  doctor  is  often  minimal. 

Franchisee  Vincent  L.  Buchanan  says 
he  contacted  30  doctors  before  a  third- 
year  medical  resident 
agreed  to  spend  one 
night  a  week  at  his  clin- 
ic. Most  doctors  were 
leery  of  fast  weight 
loss,  he  says.  Last  year, 
he  shut  his  Mishawaka 
(Ind.)  center.  Problems 
finding  a  doctor  aside, 
bad  publicity,  high  fees, 
and  a  bad  economy 
made  business  too 
tough,  he  says. 

Kocian  terms  the  crit- 
icism sour  grapes  from 
franchisees  who  have 
suffered  financially  dur- 
ing the  downturn. 
Training,  he  contends, 
is  adequate  because 
franchisees  get  several 
months'  worth.  And  he 
says  many  centers  have 
both  a  nurse  and  a  doc- 
tor to  counsel  dieters — 
which  he  says  makes 
the  company's  approach 
safer  than  others'. 

In  any  case,  the  com- 
pany has  made  few 
changes  since  Patti  Al- 
len's death.  It  has  intro- 
duced several  new  di- 
ets, including  a  low- 


calorie,  high-fiber  one 
that  doesn't  require  big 
doses  of  vitamin  and 
mineral  supplements. 
The  Allen  suit  alleges 
that  Patti  developed  a 
potassium  deficiency  de- 
spite taking  a  potassi- 
um supplement.  But  the 
company  still  offers  the 
diet  she  used.  Now, 
though,  customers  are 
shown  a  "Dieter's  In- 
formation Sheet"  listing 
possible  side  effects  of 
fast  weight  loss — from 
bad  breath,  hair  loss, 
and  muscle  cramps,  to 
gallbladder  damage. 

Diet  Center  Inc.  is 
also  under  fire  from  its 
franchisees,  more  than 
350  of  whom  have  sued. 
Diet  Center  earned 
$17.6  million  pretax  on 
revenues  of  $45  million 
in  1988.  But  late  that 
year,  Thomas  H.  Lee 
Co.,  a  Boston  buyout 
firm,  mounted  a  $164 
million  leveraged 
buyout  of  American 
Health  Cos.,  Diet  Cen- 
ter's parent,  and  Diet 


WEIGHT  WATCHERS 
INTERNATIONAL 


JERICHO,  N.Y. 
FISCAL  1991  REVENUE' 

1.3  il 

BILLION  "^^^ 

I  Starting  to  sell  own  food  through 


centers 


'Ended  Moi.  31 


NUTRI/SYSTENI 


BLUE  BELL,  PA. 

FISCAL  1991  REVENUE* 

7oom 

MILLION  "^^^^ 

■  Runs  1 ,800  centers,  contesting 
hundreds  of  lawsuits  by 
customers  claiming  gallbladder 

damage  "Ended  July  31  ttslimole 


JENNY  CRAIG 
INC. 


DEL  MAR,  CALIF. 

FISCAL  1991  REVENUE* 

$OAAt 


300 


MILLION 

■  Runs  500  centers,  may  be 

for  sale  "Ended  June  30 
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DIET  CENTER  INC. 


PITTSBURGH,  PA. 

FISCAL  1991  REVENUE' 

MILLION  "^^^^ 

■  Runs  1,500  centers,  a  third  less 
than  1989.  Expected  1991  loss: 

$25  million   ■EndedMar  31  fFianchisee est. 


PHYSICIANS  WEIGHT 
LOSS  CENTERS  OF 
AMERICA  INC. 


AKRON,  OHIO 

1990  REVENUE 


20  Rl 

MILLION  "^•^ 


MILLION 

■  Runs  300  centers,  down  by  a 
third  since  1989 


TRIM  4  LIFE 


LOS  ANGELES,  CALIF. 
FISCAL  1991  REVENUE 


Ran  1  62  outlets 

'According  lo  industry  sources 


DATA:  COMWNV  REPORTS,  MARKE70AIA 
ENTERPRISES  INC,  BW  ESTIMATES 


Center  has  been  in  trou- 
ble ever  since. 

When  business 
turned  down  in  1989, 
new  management  boost- 
ed franchise  royalties 
by  41%  to  help  cover 
ads,  training,  and  $20 
million  in  annual  inter- 
est expense.  But  many 
centers  couldn't  make 
money  under  those 
terms,  and  about  a  third 
of  some  2,300  clinics 
have  had  to  close,  says 
DC  F.^VST,  the  franchi- 
sees' association. 

As  a  result.  Diet  Cen- 
ter has  rolled  back  its 
daily  franchise  fee  to 
the  original  $1.20  per  di- 
eter. But  "it  may  be  too 
late,"  says  Barry  J. 
Walters,  vice-president 
of  DC  FAST.  Diet  Center 
lost  $19.5  million  in  the 
nine  months  ended  on 
Dec.  31,  according  to  fi- 
nancial statements  ob- 
tained by  BUSINESS 
WEEK  from  franchisees. 
Walters  has  closed  four 
of  his  18  centers  in  Chi- 
cago. Some  franchisees 


say  things 
that  it  now  taktj 
Center  months 
them  food.  The 
ny  disputes  this, 
that  it  usually 
products  prompt! 
erwise,  it  provide 
a  limited  writt 
sponse  to  BU: 
week's  questions 
Not  every  cha 
been  marred  by 
dal.  Jenny  Craig 
$100  million  in  ne^ 
tal  last  year.  No 
dustry  watcher 
Kraft  General 
Group  is  consic 
buying  the  500 
chain,  though  i 
company  will  com 

And  Weight 
ers  may  benefit 
the  controversy, 
nutritionists  fav' 
gradual  approat 
weight  loss  bas( 
eating  small  porti( 
a  balanced,  low-fa 
This  method  has 
ter  chance  of  ke 
weight  off.  It's 
hard  to  accuse  \^ 
Watchers  of  profiteering:  Its  pre 
costs  just  $10  per  week  on  averag 
CEO  Berger's  strategy  is  to  boo, 
permarket  sales  of  low-cal  W 
Watchers  foods,  now  60%  of  the  C( 
ny's  $1.3  billion  revenues.  To  sell 
to  the  roughly  1  million  weekly  a 
ees  of  Weight  Watchers  meetings, 
testing  new  centers  in  Kansas  City, 
where  dieters  must  buy  Weight  W 
ers  food  five  days  a  week,  rather 
any  brand  as  they  could  in  the  pas 
plans  to  expand  this  program  if  it  w 
Meanwhile,  Berger  wants  to  dis 
Weight  Watchers  from  quick-loss 
grams.  He  refuses  to  join  a  new 
association,  the  American  Weight 
agement  Institute — set  up  last  ye 
police  practices  criticized  by  Wyder 
calls  it  "nothing  but  a  lobbying  groi 
competitors  [with]  big  problems." 
tute  President  Patricia  P.  Bailey 
she  doesn't  consider  Weight  Watche 
be  different  from  other  center  operi 
and  hopes  it  eventually  will  join. 

With  about  25%  of  U.  S.  adults  ol 
there  will  always  be  customers  for  c 
diets.  "[Many]  people  are  desper; 
says  Buchanan.  "They  view  side  ef: 
as  a  risk  they're  willing  to  take, 
perhaps,  but  it's  a  shame  anyone  th 
that  way:  Health  hazards  don't  hav 
be  the  price  of  a  trim  waist. 

By  Michael  Schroeder  in  Pittsb 
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A  business  printer 
really  has  to  mean  business 
to  wear  the  Okidata  OK! 


XWMN. 


Okidara  OL800-8  Pages  Per  Min.,  $1499* 


HP  LaserJet  HIP  -  4  Pages  Per  Min.,  $1595* 


Anyone  buying  a  business  printer  today 
intends  to  keep  it  busy.  And  the  8ppm 
Okidata  OL800  can  keep  twice  as  busy  as  a 
4ppm  printer  like  the  LaserJet'"  HIP  So 
you  don't  have  to  double  your  printer  bud- 
get to  double  your  printing  output. 

8-Page  Speed 
At  A  4-Page  Price. 

The  OL800  is  a  full-featured  business- 
class  printer  that  offers  twice  the  speed  and 
almost  3  times  the  standard  paper  capacity 
of  HP's  LaserJet  HIP  for  about  $100  less. 
The  OL800  delivers  sharp,  300  dpi  resolu- 
tion, with  26  resident  bitmap  fonts  and  4 
typefaces.  But  that's  just  for  starters. 

Okidata  designed  this  printer  to  grow 
along  with  your  business.  You  can  add  a 


second  high-capacity  paper  tray  for  alter- 
nate letterhead/second  sheets,  forms,  or  en- 
velopes. Upgrade  kits  offer  on-the-tly  font 
scaling,  shading  and  rotation  -  even  full 
PostScript'"  by  Adobe*  capability.  And  un- 
like the  IIIP  our  printer  offers  a  multi-port 
option  that  can  handle  up  to  3  PCs  in  a 
workgroup.  (It's  also  fully  Novell*  Network 
certified.)  All  of  which  makes  the  OL800  al- 
most impossible  to  outgrow  in  the  future. 

Okidata  s  LED  Printhead: 
Warranteed  For  5  Years. 

And  with  Okidata,  that  future  will  be  a 
long  one.  Our  unique,  no-moving-parts 
LED  printhead  carries  a  5-year  warranty - 
the  longest  in  the  industry  (plus  1  year 
parts  and  labor  on  the  printer). 


The  Okidata  OK! 
You  Have  Our  Word  On  It. 

There's  one  other  feature  that  makes 
the  OL800  an  unbeatable  printer  value:  the 
Okidata  OK!  It's  our  promise  that  every 
printer  we  sell  will  not  only  meet  your 
toughest  expectations,  but  exceed  them  - 
right  out  of  the  box,  and  years  down  the  road. 

If  your  business  is  growing,  make  sure 
you  choose  a  business 
printer  to  grow  with  it  - 
the  Okidata  OL800. 

For  additional  infor- 
mation on  Okidata's  full 
line  of  LED  Page 
Printers,  please  call 
1(800)OKI-DATA. 


We  dont  just  design  it  to workWe  design  it  to  work  wonders: 


Outpui  represents  8  hours  uf  pntninp  ii 


:,pnnimcjsuniJard,  single-page  buiincwiciiti  'Mifiiifjcrufci  ssug^csicd  rciail  pntt  [)cjlct  prux  mawan,  HI-'  jnd  l.iscrjcurc  keg  TM  of  Hcwlcii  Pjckjtd  Int  Adobe  and  Pos6cnpi  jrc  ftcg  TM  ol  AdobcSysicms  int  Novell  imRcrTM  otNovcll  int.  Oludau  isa  Reg.  T.M  uid 
OkjdjuOk'  ivjIM  oftlKI  FJctint  Imjustft  Co.,  LTD  "Wc  don't  )us(  dciigmnowoA  \Vc  design  ii  [owotkuondcri"  isjTM  of  OKI  .Amcnca  Int 


1  he  National  Organization  on  UisabJ 
Salute  the  CEOs  on  the  Disability  lOi ) 


President  Bush  signs  the  Americans  with  Disabilities  Act. 


( OUNCIL  MEMBERS 

r:dw.irdC  Hill  •  Abco  Markets 

kusst  ll  G  Redciibau^h  •  At  tion  Technologies,  Int 

I  SpctiLcr  Siandish  •  Aibanv  International  Corp 

William  I  Alley  •  American  Brands,  Inc 

Willis  White,  |r  •  American  Electric  Power  Svce  Corp, 

lames  I)  Rohmson  III  •  American  Express  Company 

Maurice  R  CreeiibeiK  •  American  International  (jrtmp  Inc 

Stewart  Resnick  •  American  Protection  Industries 

William  I.  Werss  •  Ameritech 

Martini*  Runs  •  Ammirati  &  Puns  Inc 

H  A  Mclnnes  •  AMP  Inccirporated 

lack  I   I  .IV  •  Amstar  Sugar  Corporation 

Rrcharti  M  I  )eViis  •  Antway  Corporation 

Vincent  1  Namioli  •  Anchor  Industries  International 

August  A  Husch  III  •  Anheuser  Busc  h  ( oinpanies,  Inc. 

I  )wavnc  ( )  Andreas  •  Archer  Daniels  Midland  i  n 

Th<tnuis  Marshal!  •  Anstech  Chemical  Corporation 

Th-.mas  1  Mcl  aiiv  III  •  ARKl.A,  hu 

I  awrencc  A  Weiiibach  •  Arthur  Andersen  &  (-o 

Alan  I.)  Weinberger  •  The  ASCII  ( -roup,  Inc. 

Ferd  O  Lawson,  li    •  Frederick  Atkins  Inc. 

Robert  I   Allct.  •  AT&T 

loseph  V  Villi. iM  •  Avis 

luan  (  .rau  •  Bacardi  Imports 

luhn  M  Helk  •   Belk  Brothers 

Raymond  W  Smiib  •  Bell  Atlantic 

David  I    Hrennan  •  The  Brenlin  Group 

John  W  Patten  •  Business  Week 

David  h-i  Murdock  •  Castle  &  Cooke,  Inc 

Gct)rge  C  .hal!  •  The  Chall  Group  Inc 


Walter  R  Young,  li    •  Champion  Enterprises,  Inc 
Dean  O'Hare  •  Chubb  &  Son  Inc 
William  \  Conncll  •  Connell  Limited  Partnership 
lames  A  Hagcn  •  CONRAIL 

Tliomas  li  Crcjwky  •  Crowley  Maritime  Corporation 

Walter  I  Zable  •  Cubic  Corporation 

Peter  H  Forster  •  Dayton  Power  and  Light  Company 

C  Garry  Betty  •  Digital  Communications  Associates,  Inc 

David  W  Florence  •  Direct  Media  Inc 

William  W  Herry  •  Dominion  Resources,  Inc 

|i)hn  R  Walter  •  R  R  Donnelly  &  Sons  Company 

Stephen  L  Fcinberg  •  Dorsar  Industries 

Randall  L  C  lark  •  Dunlop  Tire  Corporation 

C  Robert  Kidder  •  Duracell,  Inc 

Kav  R  Whitmore  •  Eastman  Kodak  Company 

Stewart  Turlcy  •  Jack  Eckerd  Corporation 

John  Kucbarski  •  EG&G  Inc 

Herman  I  onleyne  •  Ensign-Brickford  Industries 

Dennis  1  (  .ormley  •  Federal-Mogul  Corporation 

Ronald  W  Haddock  •  Fina  Oil  and  Chemical  Company 

William  R  Berkley  •  Finevest  Services 

David  Cornslein  •  Finlay  Enterprises  Inc 

Harry  1  Sullivan  •  First  Chicago 

A  Robert  Abboud  •  First  City  Bancorp  of  Texas 

I  dward  M  Carson  •  First  Interstate  Bancorp 

Richard  Bugtimolny  •  First  Nali()nal  Supermarkets 

I:  Dean  Wernes  •  Fleming  C^onipanies,  Inc 

A  L  Ueltscbi  •  Flight  Safety  International 

G  Kirk  Raab  •  Genentech,  Inc 

Harris  I  Ashton  •  General  Host  Corp. 

Standlev  I  I  F^och  •  General  Public  Utilities 

I  rnesl  Mann,  I'h  D    •  Glaxo,  Inc 


Steven  Friedman  •  Goldman,  Sachs 
David  W  Graingei  •  W.W.Grainger 
David  H  Watts  •  Granite  Construction  Compan; 
Russell  Banks  •  Crow  Croup,  Inc. 
Inhn  Hartley  •  Harris  Corporation 
Frank  A  Bennack,  jr    •  The  Hearst  Corporation 
len-\  I   Morgensen  •  Hensel  Phelps  Constructior  mi 
Robert  1    Keller  •  H  P  Hood  Inc. 
Philip  [-  Beekman  •  Hook-SupeRx,  Inc. 
Thomas  Gutlykunst  ♦  Idle  Wilci  Foods,  Inc, 
Ted  Black  •  IngersoII  Rand 
Daniel  L  Goodwin  •  The  Inland  Group,  Inc, 
Richard  Sanford  Inc    •  Intelligent  Electronics 
lohn  A  Georges  •  International  Paper 
Warren  D  Fuller  •  INTRACORP 
lames  H  Keyes  •  Johnson  Controls 
David  A  (  )ken  •  Johnson  &  Higgins 
James  Millei  •  JP  Foodservice,  Inc, 
William  L  La  Moihe  •  Kellogg  Company 
Victor  I  Riley,  jr   •  Key  Corporation 
lohnE  Hayes  •  KPL  Gas  Service 
Charles  Koeh  •  Koch  Industries 
Ion  C  Madonna  •  KPMG 
loseph  A  Pichler  •  The  Kroger  Co. 
Robert  W  Murdoch  •  Lafarge  Corporation 
Ian  M  Rolland  •  Lincoln  National  Corporation 
Kenneth  W  Hutterworlh  •  Loctite  Corp. 
Harry  A  Merlo  •  Louisiana-Pacific 
Raymond  A  Hav  •  The  LTV  Corporation 
lohn  I   McGillicuddv  •  Manufacturers  Hanover  C 
(  .eorge  Fertitla  •  Margeotes  Fertitta  &  Weiss,  Inc, 
Robert  I  Dineen  •  The  Marley  Company 
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3  Council 


The  Americans  with  Disabilities  Act  was  written  to  help  millions  of 
Americans  with  disabilities  compete  fairly  for  jobs.  What  American 
business  leaders  need  to  make  it  work  is  information  on  hiring  disabled 
persons,  where  to  recruit  them,  and  how  to  comply  with  the  new  law. 
America's  top  CEOs,  the  members  of  the  Disability  2000-CEO  Council 
shown  here,  are  sponsoring  efforts  to  find  that  information  and  get  it  out 
to  the  business  community. 

For  further  information,  contact  Frank  P.  Rocco,  Executive  Director, 
Disability  2000  -  CEO  Council,  do  The  National  Organization  on 
Disability,  910  16th  St.  N.W.,  Suite  600,  Washington,  D.C.  20006. 


in  R  Augustine  •  Martin  Marietta  Corporation 
•s  M  Cawlcy  •  MBNA  American  Bank,  N. A. 
1  L  Dionne  •  McGraw-Hill,  Inc. 
)n  McLane,  Jr   •  McLane  Company,  Inc. 
Drew  •  Menasha 

_ieorge  •  Merchants  Distributors,  Inc. 
m  A.  Schreyer  •  Merrill  Lynch  &  Co  Inc. 
I  D.  Mathewson  •  Mid-America  National  Bank 
A.  Battat  •  Minemet  Inc. 

^hort,  Jr   •  Mine  Safety  Appliances  Company 

d  K  Eanit-r  •  National  Medical  Enterprises 

C.  Cottiny  •  Navistar  International  Corporation 

Kanai  •  NEC  Technologies,  Inc. 

1  C.  Anderson  •  No.  American  Life  and  Casualty  Co. 

)nd  I  Noorda  •  Novell,  Inc 

N,  Lubetkin  •  Oshman's  Sporting  Goods 

m  R  Howell  •  J.C,  Penney  Co  ,  Inc. 

r,  Kauffman  •  Pennsylvania  Power  &  Light  Co. 

d  W,  Mabe  •  Perdue  Farms 

>r  N  Kellcy  •  The  Perkin  Elmer  Corporation 

judson  •  Parsons  Corporation 
idT  Pratt,  Jr   •  Pfizer 
;e  B  Harvey  •  Pitney  Bowes  Inc. 
d  F  Mitchell  •  Potomac  Electric  Power  Company 
nt  A  Sarni  •  PPG  Industries,  Inc. 
F.  O'Malley  •  Price  Watcrhouse 
F  McDonald  •  Prime  Computer,  Inc, 
r.  Ackcrman  •  Public  Service  Co  of  New  Mexico 
1  M  Scgcl  •  QVC  Network,  Inc. 
rd  A.  Bernstein  •  RAB  Holdings 
Z.  Morley  •  Reliance  Electric 
tchcll  Walson,  jr    •  ROLM 


MichLTcl  1   Rose  •  Michael  T.  Rose  Companies 

DoHliM  W  UruKkman  •  Safety-Kleen  Corporation 

John  H  Bryan  •  Sara  Lee  Corporation 

Charles  R  Schwab  •  Charles  Schwab  &  Co  ,  Inc. 

Marvin  Schwan  •  Schwan's  Sales  Enterprises,  Inc. 

i  R  Bcyster  •  Science  Applications  Internat'l  Corp 

Edj^ar  M  Bronlman  •  Joseph  E  Seagram  &  Sons,  Inc. 

Alc\  I  Mandl  •  Sea-land  Service  Inc, 

Mercedcsc  M  Miller  •  SERD/BTS 

(JttoSiIha    •  Silha  Associates 

Raphael  Bcnaroya  •  Sizes  Unlimited  Inc 

Ronald  I    Kuchn,  Ir   •  SONAT  Inc 

krrc  1.  Stead  •  Square  D  Company 

Jcrrv  K  Myers  •  Steelcase,  Inc, 

Martin  F  (    Emmcli  •  Tambrands  Inc. 

Beverly  F  Dolan  •  Textron  Inc 

Reginald  F  i,fwis  •  T  L.C,  Beatrice  Internat'l  Holdings 
Thomas  I.)  O'Mallcv  •  Tosco 

David  t    C  arpenlcr  •  Transamerica  Occidental  Life 

George  S  Slocum  •  Transco  Energy  Company 

Carl  C    kahn  •  Trans  World  Airlines 

Edward  H  liudd  •  The  Travelers  Corporation 

Marshall  S  Cogan  •  21  International  Holdings 

lohn  H  Tyson  •  Tyson  Foods 

Drew  Lewis  •  Union  Pacific  Corporation 

Kent  Nelson  •  United  Parcel  Service 

Willram  T  I  srcy  •  LInited  Telecommunications  Corp. 

I  Darrcll  Kellev  •  LInited  Telephone  Company  of  Ohio 

lames  I   Orr  Hi  •  UNUM  Life  Insurance  Co  of  America 

lack  A  MacAlhsier  •  U.S.  West 

Charles  A  Corry  •  USX  Corporation 

Sam  B  Vilt  •  Vitt  Media  International,  Inc. 


Joseph  D  Williams  •  Warner-Lambert  Company 
Dean  L  Buntrnck  •  Waste  Management  Inc 
Thomas  M  Duff  •  Wellman 
lames  T  Drcsher  •  York  International 
Alexander  Kroll  •  Young  &  Rubicam 

OTHER  COUNCIL  SUPPORTERS 

AMAX  Inc. 
ARCO 
AVNET,  Inc. 

The  Dun  &  Bradstreet  (Corporation 

First  National  Bank  of  ("learwater 

The  Gillette  ("ompany 

Hertz  Corporation 

Kelly  Services 

MCI  Corporation 

Mercantile  Stores  C'onipany 

Northrop  Corporation 

The  Sherwin-Williams  Company 

United  Research 

The  Upjohn  Company 

Time  Warner  Inc. 

Westinghouse  Electric  Corporation 


NATIONAL  ORGANIZATION  ON 

©l§ABILITY 


THE  PERFECT 
EXCUSE  TO  LEASE 
THE  PERFECT  CA 


We  call  it  the  Camry 
Special  Lease  Program. 
You'll  call  it  the  perfect 
way  to  get  into  a  new 
Camr>'.  With  st\iish  lines. 


FORM 


on  1991  Camry  SedaJ 
and  Wagons.  And  hel 
another  benefit:  Whei 
your  closed-end  least 
is  up.  you  can  buy  yol 


a  powerful  16-valve  engine,  a  roomy  and  comfortable  Camr\'  or  lease  a  new  Toyota.  Now  that's  a  pret 

interior,  and  legendary'  Toyota  quality  and  reliability,  flexible  lease  program,  wouldn't  you  say? 

Now  you  can  lease  a  new  Camry  with  low  pay-  Now  you've  got  the  perfect  excuse  to  lease  a 

ments  for  just  two  or  three  years,  not  the  four  or  five  Toyota  Camr\-.  But  like  any  opportunity,  the  Can 


years  other  manufacturers  are  touting. 

The  Camry  Special  Lease  Program  is  available 


Special  Lease  Program  is  for  a  limited  time  only 
So  see  vour  local  Toyota  dealer  for  details. 


SIONI 


ILL  VIEWERS  BE  SHOUTING: 
VANT  MY  COURT  TV? 


e  Brill  takes  to  the  airwaves  with  24-hour  courtroom  coverage 


nyone  but  Steven  Brill  would 
I  have  been  rattled.  On  June  1,  just 
4  one  month  before  he  planned  to 
1  a  24-hour  cable  network  offering 
iverage  of  prominent  trials,  legisla- 
1  New  York  killed  a  law  opening 
courtrooms  to  television  cameras. 

law  isn't  reinstated,  Brill's  Court- 
Television  Network  would  have  to 
thout  such  potboilers  as  the  trials 
ivicted  child  abuser  Joel  Steinberg 
aputed  mob  boss  John  Gotti. 
e  to  call  911?  "It's  just  a  hiccup," 
irill,  with  an  impatient  wave  of  his 
nark,  an  unlit  Macanudo  cigar. 
STRONG.  The  40-year-old  president 
?  American  Lawyer  magazine  pre- 
;hat  legislators  will  restore  the  law 
;  Court  TV  starts  airing  on  July  1. 
)d  them  along,  Brill  has  hired  pow- 
lobbyist  Sid  Davidoff.  And  even  if 
off  fails,  Brill  says 
in  do  without  the 
that  always  seems 
d  by  one  courtroom 
Irama  or  another: 
:'e  are  dozens  of 

trials  every  week. 
)roblem  is  deciding 

ones  to  pick." 
h  braggadocio  has 
;d  Steve  Brill's  ca- 
since  he  graduated 


from  Yale  Law  School  in  1976.  Two 
years  later.  Brill  founded  The  American 
Lawyer,  the  first  hard-hitting  magazine 
about  the  legal  profession.  Lawyers 
scoffed.  But  the  magazine  was  a  suc- 
cess, and  Brill  has  been  bucking  the 
odds  ever  since.  He  used  his  award-win- 
ning American  Lawyer  as  a  platform  to 
assemble  a  mini-empire  of  10  legal  publi- 
cations. In  1989,  Time  Warner  bought 
his  company,  American  Lawyer  Media 
L.  P.,  for  $30  million,  though  Brill  still 
runs  it  as  if  it  were  his  personal  fief. 

With  Court  TV,  the  headstrong  Brill  is 
taking  his  biggest  gamble  yet.  "We 
think  we're  going  to  do  the  most  dra- 
matic television  shown  anywhere,"  he 
declares.  Brill  thinks  he  can  get  a  mass 
audience  hooked  on  the  legal  tribulations 
of  celebrities  such  as  William  Kennedy 
Smith  or  just  plain  folks.  As  usual,  he 


BRILL'S  DAY  IN  COURT 

American  Lawyer's  Media  Court  TV  will  offer  24  hours  a  day  of  televised 
trial  coverage  on  cable.  Main  programs  scheduled  for  July  1  include: 

t        6  to  9  A.M. 

10  A.M.  to  12  P.M. 

3:30  to  4  FMW.     .  i 

8  P.M.  to  2  A.M.  1 

yisimKdHcomi 

Wropup  of 
judicial  news 

mmiHcsKsm    court  mm  today 

Live  trial  from       Afternoon  update 
East  or  Midwest        on  major  trials 

DW:  COMPANY  REPOIiTS 

MONDAY  IH  COURT 

Roundup  of  L  A. 
police  trial 

faces  skeptics:  "Most  trials,  unlike  the 
sound  bites  in  L.  A.  Law,  are  desultory," 
says  Stanley  Arkin,  a  partner  at  the 
New  York  firm  Chadbourne  &  Parke. 

Brill's  solution  is  to  make  Court  TV  a 
cross  between  C-Span  and  MTV.  The  net- 
work will  offer  live  coverage  but  will 
hopscotch  among  several  trials  to  skip 
the  dull  parts  (table).  Brill  has  hired  re- 
porters and  lawyers  to  offer  a  sort  of 
play-by-play  on  the  action.  And  the  net- 
work is  anchored  in  New  York  by  Fred 
Graham,  former  CBS  News  Supreme 
Court  correspondent,  who  sets  the  pace 
the  way  sportscaster  Jim  McKay  did  at 
the  Olympic  Games.  Court  TV  also  sports 
slick  sets  and  graphics. 
JAMMED.  The  polished  look  is  the  contri- 
bution of  Robert  W.  Pittman,  the  pro- 
grammer who  helped  to  start  MTV.  Pitt- 
man  now  heads  Time  Warner  Enter- 
prises, which  handles  new  ventures.  The 
other  backers  are  NBC  Inc.  and  Cablevi- 
sion  Systems  Corp.,  which  had  planned  a 
rival  network  but  folded  it  into  Brill's 
last  November  rather  than  spark  a  crip- 
pling rivalry.  Now,  Brill  is  applying  the 
same  wiles  to  cable  giant  Tele-Communi- 
cations Inc.,  which  he  says  may  also  be- 
come a  backer.  TCl  declines  to  comment. 

There  was  never  any  doubt  who  would 
run  the  combined  operation.  Brill's  force- 
ful personality  won  over 
Tom  Rogers,  the  presi- 
dent of  NBC  Cable,  who 
says  he  regularly  savors 
Brill's  colorful  and  tough 
American  Lawyer  arti- 
cles. Such  high-powered 
support  is  crucial  because 
starting  a  new  cable  net- 
work these  days  is  a  Her- 
culean task.  Cable  chan- 
nels are  already  jammed 
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Be  A  Smart  Investor:  Diversify. 

With  Founders  no-load  Funds  it's  easy  to  spread  your  investment  dollars  among 
several  Funds  with  varying  investment  objectives.  Right  now,  consider: 

Founders  Frontier  Fund  -  An  exciting  opportunity  to  invest  in  a 
diversified  selection  of  small  and  medium-size  companies  on  the  frontier  of  their 
industries,  both  in  the  U.S.  and  abroad.  This  aggressive  Fund  is  best  suited  for  the 
long-term  investor 

Founders  Growth  Fund  -  This  solid  Fund  offers  you  the  opportu- 
nity to  invest  in  a  diversified  selection  of  high  quality  growth  companies  that  have 
impressive  performance  records  and  strong  market  positions. 

Founders  Blue  Chip  Fund  —  For  over  half  a  century  this  Fund  has 
attracted  mvestors  through  all  types  of  market  conditions.  It  offers  a  diversified 
portfolio  of  some  of  America's  finest  blue  chip  companies  and  distribution  of 
quarterly  dividends. 

You  can  use  investments  in  these  no-load  Funds  for  your  retirement  plan, 
including  IRAs  and  401(k)  plans.  So  call  today  for  your  free  information  kit. 


1-800-525-2440 

24  Hour 
Information  Line 


Founders 

810  Cherry  Creek  Nalional  Bank  BIdg 
303.^  East  First  Avenue 
Denver,  Colorado  80306 

Founders  Asset  Management,  Inc  ,  Distributor 


Please  carelully  read  the  prospectus  before  you  invest  or  send  money  It  contains  more  complete 
inlormaiion  about  management  fees  and  expenses.  Investments  in  Founders  Frontier  Fund  may  pose 
greater  risks  and  rewards  because  of  market  volatility  and  currency  fluctuations. 


Tcikecaieof 
business. 


Alln 
\nur  prescTil 
Business  Week 
mailinji  label 
here 


I    I  I'm  moving,  please  change  niv  address  as  indi- 
cated below 

I    I  Please  extend  my  liusiness  Week  subscription  lor 
one  year  at  $44.95  (In  Canada,  C$  66.00*). 

I    I  I'd  like  to  become  a  subscriber  for  one  year  (.'ii 
issues)  at  $44.95. 


Name  I  plcise  pnni  I 


Addres 


Cilv 


Si.ik-  /ip 
\  Chctk  enclosed         Q  Hill  nic  l.ilcr 


To  take  care  ol  any  other  business. call  loll-lree 
*Price  Includes  GST 


1-800-635-1200 

BusinessWeek 

SUBSCRIBER  SERVICE 


Mail  entire  ad  to. 
Business  Week 
P.O.  «()x  421 
lliKl)tst.i«n.  \J  08520 


to  capacity,  and  the  recession  has 
advertisers  leery  of  unknown  up 
Other  new  cable  ventures  have  k 
down.  "It's  a  terrible  time  to  intro 
cable  service,"  says  Cablevisio: 
Charles  Dolan. 

Still,  Dolan  says  Court  TV  sta 
fair  chance  of  succeeding  because 
be  distributed  to  a  portion  of  th' 
scribers  on  three  big  cable  networ 
own,  Time  Warner,  and  TCI.  To  si 
the  network  must  win  10  millio 
scribers  within  its  first  year,  aco 
to  cable  analyst  Larry  Gerbrar 
Paul  Kagan  Associates.  Since  the 
er  with  its  rival,  Gerbrandt  has 
bullish  about  Court  TV's  pros 
"Court  TV  will  be  to  legal  coverage 
CNN  was  to  the  Persian  Gulf  war. 

Perhaps.  But  cable  networks  ge 
40/'  of  their  revenue  from  subsci 
The  other  607'  comes  from  adver 
and  it's  unclear  how  many  com] 
will  want  to  place  ads  between  pi( 
of  tough  lawyers  and  weeping 
dants.  Brill  claims  Court  TV  will  h 
serial  quality  that  will  capture  da 
soap-opera  viewers  and  the  com{ 
that  sell  to  them.  So  far,  though 
TV  hasn't  signed  up  any  advertisei 
SOUR  GRAPES?  Brill's  backers  ar 
pected  to  sink  $87  million  into  th( 
work  in  its  first  three  years  befi 
breaks  even.  But  Brill  says  Court  T 
generate  a  profit  of  $25  million 
fourth  year.  Such  optimism  has  soi 
his  print  rivals  snickering.  They  saj 
sometimes  exaggerates  numbers  su 
the  circulation  revenue  of  his  pu 
tions.  Brill  dismisses  those  assertio 
sour  grapes  and  says  American  La 
Media  will  make  a  profit  of  almos 
million  in  1991 — a  247  jump  over  1 

Some  of  his  publications,  such  as 
as  Lawyer  and  Manhattan  Lawye 
still  losing  money.  But  Brill  says 
American  Lawyer,  which  has  ha 
ups  and  downs  in  circulation,  has  e 
the  ad  recession  because  it  has  ger 
ed  extra  revenue  from  legal  nc 
about  bankruptcies  and  other  filing 

The  financial  security  Brill  has 
from  Time  Warner  lets  him  focu 
outsize  energies  on  opening  more  c 
rooms  to  his  cameras.  Forty-four  s 
now  allow  them,  and  the  federal  go 
ment  will  let  cameras  into  civil  tria 
a  test  basis  this  summer.  But  fei 
criminal  trials  are  still  off-limits. 
Brill  is  confident  he  can  make  the 
fascinating  to  middlebrow  viewers.  '. 
ous  faces  and  lurid  homicides  will  bi 
easy  part.  To  fill  out  the  rest  ol 
schedule,  he  must  also  convince  vie 
that  a  lawsuit  challenging  the  nutrit 
claims  of  oatmeal  can  make  for  a 
night  in  front  of  the  tube. 

By  Mark  Landler  in  New 
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Do  your  assets  belong  at  J.E  Morgan? 


For  over  150  years,  ive  have  protected  the  wealth  and 
holdings  of  privately  held  companies  and  individuals 
who  demand  the  level  of  trust  found  at  J. P.  Morgan. 


The  security  of  our  clients'  assets  is  supported  by  the 
integrity  of  our  people,  the  quality  of  our  advice,  and 
the  capital  strength  of  our  firm. 

For  information  on  private  banking  for 

substantial  assets,  contact  George  W\  Rou  e,  President, 

J.P  Morgan  California,  at  (415)  954-3200. 


Private  Banking  in  California 


J  P  Morgan 


Private  banking  locations  in  I\ew  York,  Wilmington,  Dei,  Palm  Beach, 
Lox  Angeles.  San  Francisco,  LomUm,  Nassau,  Paris,  Geneva,  Zurich, 
Hong  Kong,  Singapore,  and  Tokyo 


©  19*>l  J.I'.  Morgan  &  (a>.  InoorpdniltMl.  [►art-nl  of  Morgan  Guaranty  Trus!  Company  (  Member  FDIC  (  and  other  J.P.  Morgan  MubHidiaries 


Two  bottoi 

forbuyin 


ffi 


Recently,  Compaq  significai  Fii 
'reduced  prices  on  its  most  popfoil 
personal  computers  and  PC  systems 
This  will  have  a  tremendous  impact  on  yo 
bottom  line.  And  not  because  of  cost  alone. 

Our  new  prices  mean  there's  nothing  now  standing  between  yoi 
and  the  high  performance  of  COMPAQ.  You  won't  have  to  make  do  wit 
compromise  instead  of  the  COMPAQ  PC  you  want. 

Our  new  prices  also  mean  you  can  afford  to  let  all  your  users  w|i§ 
with  the  PCs  that  simply  work  better. 

COMPAQ  PCs  deliver  optimal  performance,  so  your  users  will  spe 
less  time  waiting.  And  more  time  working. 

Our  PCs  endure  relentless  reliability  tests,  so  downtime  is  reduce 
And  as  we  all  know,  downtime  means  money 

COMPAQ  PCs  also  offer  the  utmost  in  compatibility  So  you  can  sp(|i 
your  time  working  on  business  issues,  not  computer  issues. 


COMPAQ,  Registered  U  S  Patent  and  Trademark  Office.  6  1991  Compaq  Computer  Corporation  All  rights  reserved 


Finally,  COMPAQ  PCs  are  supported  by  one  of  the  best-trained  dealer 
orks  in  the  industry  Dealers  who  are  committed  to  giving  you  compre- 
ve  computing  solutions,  not  just  computers. 

From  the  beginning,  COMPAQ  PCs  have  delivered  the  performance, 
)ility  and  compatibility  you've  asked  for.  Now,  they  also  deliver  it 

affordably 

All  this  makes  quite  a  statement.  Especially  on  your  bottom  line. 

To  get  the  facts,  call  your  Authorized  COMPAQ  Computer  Dealer  for 
ig  and  product  information.  Or  call  1-800-231-0900,  Operator  161,  and 
mail  you  our  new  suggested  resale  prices  and  the  location  of  the  dealer 
ist  you.  In  Canada,  just  call  1-800-263-5868,  Operator  161. 


camPAa 


ersonal  Business 


EDITED  BY  JOAN  WARNER 


DO  YOUR  HOMEWORK 


BEFORE  SELLING  YOUR  HOUSE 

h,  robins  on  the  wing, 
roses  in  tiie  garden, 
^^^^  and  real  estate  signs 
on  the  lawn.  These  are  the 
timeless  insignia  of  spring 
and  early  summer.  But  robins 
and  roses  have  it  easy  com- 
pared with  home  sellers,  who 
must  win  over  finicky  house 
hunters. 

Fortunately  for  sellers,  the 
housing  market  is  beginning 
to  emerge  from  its  recession- 
ar\-  doldrums  (chart).  Signs  of 
economic  revival  and  lower 
mortgage  interest  rates  are 
stimulating     demand  for 
homes.  While  the  market  still 
belongs  to  the  buyers,  you 
have  a  better  chance  now  of 
unloading  your  place  than  at 
any  time  in  the  past  year. 

Be  warned,  though:  Selling 
a  'lOuse  involves  hard  work 
and  a'  tention  to  detail.  Don't 
assun  V-  that  peddling  the 

place  is  the  real  estate  agent's 
problem  alone.  That  goes  dou- 
ble if  you  are  under  pressure 
to  move,  say,  because  of  a 
new  job  starting  in  two  weeks 
halfway  across  the  country. 
You  must  be  involved  in  pric- 
ing the  home,  fixing  it  up  to 
look  attractive,  and  doping 
out  a  marketing  strategy*. 
AGENT  INTERVIEWS.  The  first 
decision  is  who  will  do  the 
selling.  If  you  do  it  alone,  you 
won't  have  to  pay  an  agent's 
commission,  usually      of  the 
sale  price.  On  the  other  hand, 
you  deprive  yourself  of  the 
agent's  sense  of  the  market, 
and  you  will  need  plenty  of 
spare  time  to  show  the  house. 

Selecting  an  agent  is  like 
looking  for  someone  to  fill  a 
job.  Don't  just  go  to  the  yel- 
low pages.  Get  referrals  from 
people  who  have  sold  homes 
recently.  Then  interview  sev- 

eral agents  and  ask  about 
their  sales  contacts,  advertis- 
ing plans,  and  assessment  of 
your  property. 

Also,  line  up  a  lawyer  early, 
one  who  can  churn  out  a  con- 
tract on  48  hours'  notice  so 
the  buyer  doesn't  lose  inter- 
est. And  make  sure  the  law- 
yer specializes  in  real  estate. 
"Your  Uncle  Bob  may  be  a 
great  guy  and  a  great  divorce 
attorney,"  says  Chicago  agent 
John  Kmiecik,  "but  you're 
wasting  your  time  if  he 
doesn't  know  house  closings." 

Fixing  the  right  price  is 
crucial.  You're  unlikely  to 
make  a  killing  in  today's  mar- 
ket. Nationally,  prices  are  ex- 
pected to  inch  up  a  mere  1.5'^^^ 
this  year,  less  than  the  4.5^^ 
estimated  inflation  rate.  In 
the  Northeast,  prices  are  still 
dropping.  An  unreasonably 
high  price  will  turn  buj^ers  off 

as  quickly  as  a  nuclear  i 
dump  in  your  backyard,  t 
The  agent  should  hi 
good  notion  of  what  the  * 
level  should  be,  given 
house's  age,  location,  '■ 
tures,  and  condition.  Sti> 
your  own   survey  of  ^ 
homes  for  sale  in  the  vies 
either  by  calling  their  a, 
or  attending  open  ho  t 
Says  Sacramento  agent  ; 
Powell:  "'The  best  test  o 
market  is  what  the  I 
around  the  corner  went 
MOW  THE  LAWN.  Aestheti 
peal  is  vital  to  attracting 
ers.  They  may  go  crazy 
your  lovely  Georgian  arcj 
ture,  yet  be  repulsed  bj 
cracked,  oil-stained  drive 
Their  perception   is:  If 
owner  doesn't  care  enou{ 
patch  up  an  eyesore, 
else  is  wrong?  Giving  bi 
a  slight  price  break  to  r 
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hut  Ugly  blemishes 
work.  "Most  people 
Allow  whether  replacing 
■arked  tiling  will  cost 
<v  .>2,500,"  says  Harley 
iida,  a  Columbus  (Ohio) 
who  is  president  of  the 
lal  Association  of  Real- 
'They'll  walk  away." 
;ood  paint  job  is  a  rela- 
inexpensive  way  to  en- 
)uyers.  At  least  make 
;he  front  door,  the  first 
)f  the  home  they'll  see 
up,  looks  inviting.  Be 
a  the  doorbell  works, 
he  grass  and  trim  the 
bery.  Inside,  store  away 
s  you're  not  using — it'll 
closets  look  bigger.  And 
your  dog  or  cat  stay 
a  friend  while  you're 
ng  the  house.  A  poten- 
'uyer  who  dislikes  ani- 
may  irrationally  believe 
'■our  pet  is  built-in. 
id  off  any  unpleasant 
ises  that  might  derail 
eal.  By  hiring  an  engi- 


neer and  a  termite  inspector, 
you  can  remedy  hidden  de- 
fects before  the  buyer's  hired 
experts  discover  them.  In  con- 
dominiums, tell  buyers  up 
front  if  any  special  assess- 
ments are  on  the  way  to  re- 
pair big-ticket  items  such  as 
roofs  and  boilers. 
KITCHEN  DECOY.  How  do 
home  improvements  affect  re- 
sale value?  The  evidence  is 
murky.  According  to  a  study 
by  Remodeling  magazine,  a 
kitchen  face-lift  more  than 
pays  for  itself  if  the  house  is 
sold  within  a  year,  but  a  bath- 
room doesn't.  Dollar-for-dollar 
analyses  aside,  few  dispute 
that  adding  clean,  new  fea- 
tures is  a  plus. 

Some  additions  can  narrow 
your  home's  market  allure. 
Swimming  pools  are  popular 
among  families  with  teen- 
agers but  anathema  to  those 
with  toddlers. 

Market  the  house  like  any 
other  product.  The  more  expo- 
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sure  it  gets,  the  better.  Lawn 
signs  are  the  best  advertising: 
Buyers  driving  by  get  an  im- 
mediate take  on  the  house's 
appearance,  as  well  as  on  the 
surrounding  neighborhood.  If 
you  can  stomach  platoons  of 
strangers,  snoops,  and  the 
risk  of  thieves  roaming 
through,  hold  an  open  house. 
Weekend  afternoons  are  the 
most  popular  time,  although 


weeknight  evenings  before 
sundown  are  effective,  too. 

When  showing  the  house, 
keep  all  the  lights  on,  both 
interior  and  exterior  ones, 
even  during  a  sunny  day. 
Lights  make  the  house  look 
inviting.  Appeal  to  buyers' 
other  senses,  too.  Some 
agents  recommend  playing 
soft  music.  Some  target  the 
olfactory  passage  and  sug- 
gest you  bake  bread.  Another 
ploy:  If  it's  raining,  place 
large  color  photos  of  the 
house  on  the  dining  room  ta- 
ble, so  buyers  can  gain  a 
sense  of  the  exterior  without 
going  outside. 

Suppose  you  get  a  first  of- 
fer. Should  you  take  it  or  hold 
out  for  something  better? 
"Grab  the  first  one,"  says 
agent  Rouda.  "It's  usually  the 
best  because  people  are  most 
excited  about  a  new  listing." 
And  in  a  still-struggling  mar- 
ket, as  long  as  you  sell,  you're 
a  winner.  Larry  Light 


Entertainment 

RAOKE 
THE 

CROOM 


rom  her  spare  room,  Sal- 
ly Skeoch  belts  out  Pat- 
sy Cline  and  Hank  Wil- 
'■>  tunes  into  a  micro- 
3.  Her  voice  reverberates 

instrumental  soundtrack 
e  follows  lyrics  on  her  TV 
n.  The  55-year-old  Los 
iles  homemaker  is  so  en- 
ed  of  high-tech  singing 
she  holds  sing-along  par- 
and  sends  tapes  of  her- 

to  friends.  "It  has 
ght  me  out  of  my  shell," 
'ays. 

growing  number  of 
ricans  are  importing  the 
nese  sing-along  tradition 
%raoke  into  their  homes. 

and  restaurants  that  of- 
karaoke — Japanese  for 
pty  orchestra" — began 
Ding  up  in  the  U.  S.  sever- 
sars  ago.  Now,  at  least 
:  manufacturers  are  sell- 
lome  karaoke  machines, 
annabe  Frank  Sinatras  or 
;ney  Houstons  can  choose 
I  a  wide  assortment  of 


FEEL 


PIONEER'S  LASER-DISK  KARAOKE  MACHINES  RUN  $700  TO  $1,600 


machines,  ranging  in  price 
from  $100  to  nearly  $2,000. 
Working  with  cassettes,  com- 
pact disks,  or  laser  disks,  the 
machines  provide  a  prerecord- 
ed soundtrack  with  instru- 
mentals  and  backup  voices. 
When  you  croon  into  the 
mike,  you  become  the  lead 
singer. 

NO  SOUR  NOTES.  Lonestar's 
Singalodean  machines  ($100  to 
$249)  have  two  cassettes,  one 
for  playing  and  the  other  for 
recording.  Singing  Machine 
Co.  offers  a  range  of  cassette 
players.  More  elaborate  tape 
machines  such  as  those  from 


Denonet  and  Megastar  can 
cost  several  hundred  dollars 
and  include  sophisticated 
speakers,  echo,  and  pitch  con- 
trol, which  can  adjust  the  mu- 
sical key  to  your  voice 
range — and  to  your  mistakes. 

The  best  karaoke  involves 
a  laser  disk.  Such  high-end 
machines  can  play  ordinary 
audio  CDs  and  laser-disk  mov- 
ies in  addition  to  karaoke 
disks.  In  a  blend  of  MTV  and 
follow-the-bouncing-ball,  the 
laser  disk  lets  you  watch  pre- 
recorded videos  and  lyrics  on 
your  TV  screen.  Pioneer  domi- 
nates the  laser-disk  segment 


with  three  models 
that  cost  $700,  $950, 
and  $1,600,  while  Nik- 
kodo's  multidisk  play- 
er is  $999. 

Good,  midprice 
technology  is  avail- 
able. Nikkodo's  DEP- 
2000K  is  a  $399  add- 
on that  converts  your 
stereo  into  a  karaoke 
player.  Citizen's  Vo- 
cal Partner  machine 
is  a  two-pounder  that 
fits  inside  a  briefcase. 
The  all-digital,  $399 
machine  has  a  built-in 
CD  player,  so  you 
don't  have  to  buy  spe- 
cial karaoke  tapes  or 
disks. 

Most  machines  do  require 
special  software.  The  fast- 
growing  library  of  karaoke 
tapes  and  disks  covers  every- 
thing from  Elvis  to  Madonna. 
Pocket  Songs  sells  700  cas- 
sette tapes  for  $13  to  $23 
each.  Pioneer  is  the  leading 
\s.s,er-karaoke  publisher,  with 
more  than  200  disks  at  $20 
apiece.  For  more  information 
call  the  Karaoke  International 
Industry  Assn.  (800  243-5442) 
or  the  Singing  Store  in  Van 
Nuys,  Calif.  (800  328-7664).  No 
one  needs  to  be  a  closet  croon- 
er anymore.  Maria  Shao 
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©rganic  gardening,  like 
organic  eating,  used 
to  be  something  prac- 
ticed by  mildly  wacky  people 
with  philosophical  roots  bur- 
ied deep  in  the  counterculture 
of  the  1960s.  Growing  fruits 
and  vegetables — or  tending 
lawns  and  flowers — without 
the  use  of  pesticides  and 
chemical  fertilizers  wasn't  a 
concern  for  the  rest  of  us. 

But  today,  the  environment 
is  everybody's  business,  an<l 
organic  eating  and  gardening 
have  moved  into  the  main- 
stream. That  shift  to  doing 
things  naturally  hasn't  hap- 
pened completely  by  choice: 
Some  municipalities  no  longer 
let  gardeners  dump  their 
neatly  bagged  grass  clippings 
and  autumn  leaves,  which  are 
becoming  a  big  part  of  the 
full-landfill  problem.  There's 
also  growing  concern  over  the 
misuse  of  chemicals.  Accord- 
ing to  the  Environmental  Pro- 
tection Agency,  more  than 
half  of  the  nation's  urban  wa- 
ter supplies  are  contaminated 
with  fertilizer  and  about  lO'/i 
by  pesticides. 

You  can  do  without  such 
manufactured  chemicals  as 
plant  foods,  bug  poisons,  and 
weed  killers.  And  you  don't 
have  to  let  nature  take  its 
course  and  watch  the  aphids 
eat  your  roses,  either. 
HUNGRY  BACTERIA.  Instead, 
you'll  be  "working  with  the 
natural  interactions  of  soil, 
plants,  insects,  and  animals," 
says  Fern  Bradley,  editor  of 
Roda  le 's  Chetn  ical-Free 
Yard  &  Garden  ($26.9.5  from 
Rodale  Press,  21.5  967-5171). 
For  instance,  you  can  harness 
the  natural  appetites  of  bacte- 
ria to  turn  your  clippings  into 
healthy  soil.  Or  you  might 
plant  an  herb  that  attracts 
bugs  that  kill  caterpillars. 

These  days,  there  are  more 
commercial  products  than 
ever  to  make  organic  garden- 
ing easier.  "Three  years  ago, 
if  you  asked  for  organic  fertil- 
izer, you  could  buy  fish  emul- 
sion. Period,"  recalls  Mike 
McGrath,  editor-in-chief  of 
Rodale's  Organic  Gardening 
magazine.  "Now,  there  are 
probably  200  different  ones." 
Fish  emulsion  is  still  a  main- 
stay. But  several  alternatives 
are  marketed  more  appealing- 


Gardening 

HELP  YOUR  GARDEN  KICK 
THE  CHEMICAL  HABIT 


ly,  under  names  ranging  from 
the  cute  (Baa  Baa  Doo  sheep 
manure)  to  the  informative. 
Vegetable  Food  Plus  Calcium, 
for  example,  is  loaded  with 
powdered  blood,  feathers, 
fish,  and  bone. 

Using  these  nasty  ingredi- 
ents is  a  form  of  recycling,  of 
course.  Some  fertilizers  recy- 
cle such  exotica  as  cricket 
droppings  and  the  contents  of 
cows'  stomachs.  Ringer  Corp. 
in  Minneapolis  is  particularly 
proud  of  its  microorganisms: 
They  help  its  fertilizer  decom- 
pose, the  catalog  explains, 
and  thereby  "release  nutri- 
ents to  plants  naturally"  at  a 
rate  they  can  absorb  without 
the  jolt  they  might  get  from 
chemical  fertilizers. 

When  it  comes  to  poisons, 
some  organic  gardeners  go 
for  those  containing  bacteria 
or  pyrethrins  from  daisies. 
But  arranging  an  interaction 
between  predators  and  pests 
is  more  desirable.  Plant  dill  or 
tansy  in  your  herb  garden, 
for  instance,  and  you'll  proba- 
bly attract  ladybugs.  In  addi- 
tion to  being  decorative,  lady- 
bugs  and  their  larvae  feed  on 


aphids,  which  then  can't  feed 
on  your  roses. 

Advanced  organic  garden- 
ers rave  about  using  weeds  to 
attract  a  particular  type  of 
wasp  that  preys  on  moth 
eggs.  The  wasps  can  save 
your  tomatoes  from  horn- 
worms  and  your  corn  from 
earworms — ^just  as  they  saved 
cotton  from  boll  weevils  be- 
fore DDT  came  along.  When 
the  uninitiated  worry  that  the 
wasps  will  harm  them,  too, 
Rodale's  Bradley  has  to  smile: 
These  are  trichogramma 
wa.sps,  only  1/ 100th  of  an 
inch  long.  Essentially  invisi- 


Worth  Noting 

■  TAX  TRIUMPH.  Under  a  new 

tax  court  ruling,  people  whose 
principal  place  of  business  is 
at  home  can  take  home-office 
deductions  even  if  they  per- 
form work  elsewhere.  They 
can  also  deduct  travel  ex- 
penses between  home  and  any 
place  where  they  render  busi- 
ness services. 

■  IN-FLIGHT  SCENERY.  Along 

with  the  customary  data  on 


ble,  they're  "too  tiny  to  ' 
bite  you,"  he  .says. 

Their  minute  size  can 
it  hard  to  know  if  you 
succeeded  in  attracting  a 
your  garden.  So,  many  p 
turn  to  mail-order  "in; 
ries"  to  buy  their  bent 
bugs.  Even  then,  they  re 
some  managing, 
McGrath.  You  should  pr 
a  shallow  dish  of  drinkinj 
ter  and  fill  it  with  pebbl 
the  insects  won't  drown 
other  caution:  "Never 
the  package  in  the  I; 
room."  And  there's  al 
the  possibility  that  your 
ficial  bugs  will  hit  the  n 
LET  THEM  ROT.  You  car 
into  organic  gardening 
out  immersing  yourself  i 
tomology,  though.  The 
important  thing,  advoc 
stress,  is  composting.  D 
homeowners  do  that  wit 
even  thinking  about  it- 
ply  by  piling  leaves, 
flowers,  and  grass  clipf 
in  a  corner  of  the  yard 
letting  them  rot  for  a  yes 
two,  then  using  the 
brown  compost  to  enrich 
er  beds. 

Composting  is  fast  Ic 
its  voluntary  status  as 
states  and  localities  ban 
waste  from  their  landfills 
keep  debris  piles  from  gel 
too  big  and  unsightly,  t 
are  a  number  of  prod 
available  to  speed  the  pro( 
Ringer  has  recycling  kits 
less  than  $20  that  provide 
zymes  and  microbes.  C 
you're  hooked,  you  m 
want  to  move  up  to  a  thei 
bin  at  $160  or  even  a  pc 
chipper/ shredder/mulcher 
$900.  After  all,  the  moderr 
ganic  gardener  needn't  k 
it  all  to  nature.     Dick  Jan 


fares  and  departure  tir 
travel  agents  can  now  pro' 
titles  of  the  movies  showr 
each  plane  heading  to  j 
destination.  The  moni 
schedule  is  part  of  the  i 
Official  Airline  Guide  d 
top  edition. 

■  RUBBER  SOUL.  Desig 

Mandana  McPherson  at  U 
Rubber  USA  recycles  old  t 
into  durable,  waterproof 
cessories,  from  shoulder  b 
to  beach  shoes.  For  a  free 
alog,  call  415  626-7855. 
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civilized 


The  West  once  stood  for  room  to 
grow.  A  pioneering  spirit.  A  strong 
work  ethic.  And  the  freedom  to 
build  your  own  dream. 

In  Arizona,  it  still  does. 

You'll  find  plentiful,  low-cost  land. 
A  highly  skilled,  motivated  labor 


force.  A  multi-faceted  transpor- 
tation system.  A  commitment  to 
education  -  that  works.  And  a 
government  friendly  to  business. 
Wrapped  up  in  the  greatest  lifestyle 
under  the  sun. 

Arizona.  Think  of  it  as  the  West  -- 
civilized.  Then  give  us  a  call.  Today. 


800-528-8421 

Anzona.  A  Spirit  of  Success. 

Arizona  Department  of  Commerce,  1700  W.  Washington,  Phoenix,  Arizona  85007 


There  are  some  things  in  life  that  simply  defy  explanation  to  those  who  have  not  shared  the  exipj! 
ence.  Such  has  always  been  our  dilemma  at  Porsche. 

in  1948,  in  the  image  of  his  own  dream,  Professor  F.  Porsche  created  a  sports  car  so  resj 
sive  and  with  such  an  individualistic  personality  it  was  almost  alive;  an  extension  of  the  dri\ 
own  thoughts  and  feelings;  childlike  in  its  unbridled  spirit.  For  two  generations  we  have  sougl 
explain  the  sensation.  And  have  always  found  ourselves  saying,  simply,  you  have  to  try  it 

The  1991  Porsche  911  Carrera  4  is  part  of  the  current  generation  in  this  legendary,  mystical  faifssi 
To  test-drive  the  Carrera  4  is  to  discover  a  relationship  between  yourself  and 
a  car  we  can  but  feebly  try  to  express  here.  Race-bred  components 
are  intricately  matched  to  make  it  seem  almost  as  if  it 
were  an  extension  of  your  own  limbs. 

It  is  this  tactile  sense  of  direct  contact 
and  control  that  has  been  the  hallmark  of 
every  Porsche.  Today,  the  Carrera  4 
uses  electronically  controlled  all- 
wheel  drive  to  bring  the  feeling 
to  an  unprecedented  peak. 

Combining  sensors  and 
a  sophisticated  computer, 
the  Carrera  4  monitors 
traction  at  each  wheel 
with  every  revolu 
tion.Upon  detecting 
any  spin,  within 
25  thousandths 
of  a  second  it 
directs  pow 
er  to  the 
wheels 
having 


The  1991  Porsche  911  CarreriiA 


u  can^  understan 

For  a  free  Porsche  product  brochure,  or  lo  receive  a  3.0"  x  40"  color  poster  of  (his  photo  and  caption  I'or  $8.95,  call  1-800-252-44  !| 


;rip,  correcting  slip  usual  ly  before  the  driver  is  even  aware  of  it.  Not  only  does  it  put  more  of 
•'s  incredible  potential  to  the  ground,  but  it  makes  it  more  useable  and  predictable, 
he  all-wheel  drive  system  works  together  with  a  new  suspension,  including  a  self-correcting 
in  the  rear,  to  make  cornering  a  startling  display  of  synergy  between  car  and  driver, 
very  facet  of  the  car  contributes  to  this  character.  Porsche  engineers,  for  example,  say  the  ideal 
should  make  it  feel  as  if  you  are  squeezing  the  brake  discs  between  your  fingertips.  Engage 
ssive,  internally  vented  ABS  disc  brakes  in  the  Carrera  4,  and  you'll  sense  time  momentarily 
freeze  as  you  arc  hauled  to  a  rock-solid,  straight-line  standstill. 

The  fact  is,  it's  ludicrous  of  us  to  try  and  explain  the  experience  further. 
In  over  40  years,  we  have  yet  to  find  a  way  to  do  so.  All  we  can  say  is, 
if  you  are  the  type  who  looks  for  joy  and  stimulation  where 
others  see  only  one  of  life's  necessities,  you  will  no  doubt 
visit  your  authorized  Porsche  dealer  for  a  test-drive. 
Then  we'll  be  able  to  talk. 


If  you  ignore  street  Idds  long  enough,  they'll  go  away. 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  They  are  street  kids  — scared, 
abused,  desperate  — who  struggle  every  day  just  to 
survive  in  a  vicious  and  violent  world.  For  these 
children  Larkin  Street  Youth  Center  is  a  haven.  A 
safe  place  to  go  for  food,  clothing,  medical  care 
and  professional  counseling.  But  most  of  all,  it's  hope. 
Please  support  Larkin  Street's  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 
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Schneider  82 
Sears  7 

Shinko  Shoji  82 
Siemens  44 
Sierra  Tucson  90 
Simplot  101 
Singing  Machine  145 
SlimFost  Foods  132 
Solar  Protection 

Factory  113 
Sony  42,  108 
Southern  Colifornio 

Edison  127 
Square  D  82 
Stephan  98 
Stevens  (J. P.)  44 
Sun  Microsystems  40,  42, 

78,  101 
Suzuki  Denko  Kogyo  82 
Swiss  Reinsurance  82 


Tele-Communicotions  108, 

139 
Telefonica  82 
Telefonos  de  Mexico  83 
Tenneco  74 
Texas  Instruments  113 
Thomson  108 
Time  Warner  43,  139 
TNT  Ltd.  48 
Tokyo  Ohka  Kogyo  82 
Toshibo  43,  44,  113 
Toyoto  42 
Trim  4  Life  132 
Triton  Energy  98 
T.  Rowe  Price  Science  & 

Technology  90 
Tubos  de  Acero  de 

Mexico  83 
Twentieth  Century  Ultra 

Investors  90 


Unilever  118 
Unisys  42,  53,  101 
Used  Rubber  USA  146 


Viacom  80 
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Weight  Watchers  132 
Westpac  Bonking  82 
Windsor  90 
WMS  Industries  80 
WPP  Group  14 
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efficiency. 


Pure 
luxury. 


Zurich  Insurance  82 


At  Le  Meridieri  (linn^i;  liuMiit  >>  is  made 
easy  by  our  enviably  c  entral  hx  ations 
and  consiiniinately  professional  staff. 
Forgetting  business  is  similarly  effort- 
less thanks  to  amenities  like  relaxing 
health  facilities  and  award-winning 
cuisine.  Who  says  doing  business  can't 
be  a  pleasure?  For  reservations,  call 
(800)  543-4300  or  your  travel  planner. 
And  don't  forget  to  ask  about  L'lnvitation, 
our  frequent-guest  program. 

MERIDIEM 

The  service  you  expect. 

NASSAU,  BAHAMAS 
NEW  ORLEANS 

SAN  DIEGO 
SAN  FRANCISCO 

Travel  (.ompaiiioii  of  Air  Fianc  e 
Over  50  Hotels  and  Resorts  Worldwide 

In  North  America:  Boston "  Chicago  •  Munlreai  •  Nassau. 
Bahamas  •  New  Orleans  •  New  York  •  Newport  Beach 
San  Diego  -  San  Francisco'  Vancouver 
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Risk  control  for  businesses  that  bruise  easil 

When  you  ship  $1.2  billion  worth  ot 
bananas  worldwide,  a  small  flip  in  currency  ^ 
exchange  rates  can  make  a  big  difference  in  profits. 

Chiquita,  like  a  lot  of  smart  companies, 
gets  a  good  grip  on  those  risks  with  options  on 
currency  futures  at  the  Chicago  Mercantile 
Exchange.  Hedging  Deutschemarks,  Pound 
Sterling  and  Yen,  Chiquita  has  successfully 
guarded  against  financial  bruising  for  years. 

The  CME  lists  both  futures  and  options 
on  Yen,  Deutschemarks,  Swiss  Francs,  Pound 
Sterling  and  Australian  and  Canadian  dollars. 

Eighty  percent  of  all  exchange-traded 
currency  worldwide  is  traded  at  the  CME.  So 
Chiquita  finds  it  easy  to  slip  in  and  out  of 
currency  optic^ns  quickly.  And  when  the 
GLOBEX™  electronic  trading  system  comes 


I  !  lb  keep  international  earnings  from  being 

i  frittered  away  in  currency  fluctuations,  look 

!  '  into  the  futures  and  options  at  the  Chicago 

:  Mercantile  Exchange.  We  help  smart  businesses 

|i  I  manage  risk. 

.Viiiv  CHICAGO 
KSSK  MERCANTILE 
I  EXCHANGE 

!  I  The  Exchange  of  Ideas 

1-800-331-3332  (U.S.  toll  tree)  1-312-^30-821 3  (Chicago)  071-920-0722  (Lxindon)  03-3595-2251  (Tokyo) 
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on  this  page  ore  os  of  market  close  Wednesday,  June  12,  1991,  unless  otherwise  indicated, 
jroups  include  S&P  500  companies  only;  performance  ond  shore  prices  ore  as  of  market  close 


June  11.  Mutual  fund  returns  are  OS  of  June  7.  Relotive  portfolios  are 
detailed  explanation  of  this  page  is  available  on  request. 
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1  Editorials  <• 

 7  

MITTIIIft  YAIIP  minilFY 

WHERE  THE  RECOVERY  IS 

watchdog  agency's  estimated  cost  of  the  cleanup — $1^1 
lion  plus  interest — could  soar  even  higher.  1 

To  be  sure,  any  startup  organization  will  be  plagu( 
snafus.  But  rtc'  missteps  cost  taxpayers  money — lots 
The  agency's  assignment  is  to  sell  hundreds  of  inso 
thrifts  and  billions  of  dollars  worth  of  assets.  Yet  it  dc 
have  an  information  system  that  can  identify  and  trac 
assets,  according  to  the  gao.  As  a  result,  in  January,  thi 
awarded  a  contract  to  an  asset  manager  to  dispose  of 
million  in  real  estate  that  had  already  been  sold.  The 
was  high:  The  agency  had  to  pay  the  manager  $144,0( 

It  is  good  that  the  GAG  is  keeping  close  tabs  on  the  Rl] 
Congress.  With  the  right  emphasis,  such  vigilance  can] 
speed  the  process  of  shaping  up  the  rtc.  Unfortunf 
lawmakers  sometimes  divert  the  agency's  attention 
issues  that  are  important,  but  peripheral  to  its  assignr 
insisting  that  the  RTC  fund  low-income  housing  and  seel 
minority  contractors.  The  GAO's  nuts-and-bolts  emphas: 
improved  systems  is  what  is  needed.  It  will  help  the 
manage  its  property  and  cash  more  efficiently.  Early  in 
tions  are  that  the  RTC  is  taking  the  gag's  criticism  to  1 
and  is  starting  to  revamp  its  systems  and  operations, 
can  only  benefit  taxpayers.  _ 

^P^^nly  six  months  ago,  there  didn't  seem  to  be  much 
reason  to  get  enthusiastic  about  investing.  On  the 
^J^F  home  front,  unemployment  lines  were  lengthening, 
financial   institutions   were   toppling,   bankruptcies  were 
mounting,  the  budget  deficit  was  ballooning — all  signs  of 
the  first  U.  S.  recession  in  eight  years.  And  even  those  who 
might  otherwise  have  committed  fresh  dollars  to  the  mar- 
kets could  have  easily  been  dissuaded  by  the  crisis  in  the 
Persian  Gulf.  That  was  a  wild  card. 

But  in  those  dark  days  shortly  before  the  war  broke  out, 
stocks  started  to  soar.  Indeed,  they  went  so  far  so  fast 
people  wondered  whether  the  market  had  gone  bonkers.  Not 
at  all.  No  one  could  see  much  evidence  of  an  economic 
recovery  last  winter,  but  the  market  correctly  anticipated 
that  a  rebound  was  in  the  works. 

Those  who  invested  wisely  then  have  been  more  than 
amply  rewarded.  The  Dow  Jones  industrial  average  is  up 
13.4%  in  1991,  the  Standard  &  Poor's  500-stock  index  up 
15.47^  and  small-cap  stocks  an  astounding  34%.  Those  who 
stayed  in  money-market  funds  have  watched  their  returns 
melt  away  as  interest  rates  fell.  Most  of  the  major  non-U.  S. 
markets,  save  Japan,  are  also  booming  this  year.  Equity 
mutual  funds,  favored  by  many  individual  investors,  are 
beating  the  market  for  the  first  time  in  years.  Even  the 
most  depressed  of  investments,  junk  bonds  and  residential 
real  estate,  are  showing  signs  of  a  rebound. 

Although  investors  can  see  a  recovery  coming,  they 
mustn't  overlook  the  many  problems  caused  or  aggravated 
by  the  recession  that  won't  be  cured  overnight.  State  and 
local  governments,  for  instance,  could  take  several  years  to 
recover  their  fiscal  health.  And  though  the  banking  crisis 
seems  to  have  eased,  the  banking  system  is  still  deeply 
troubled. 

Such  problems  should  raise  warning  signals  to  investors 
about  certain  segments  of  the  market.  The  fiscal  plight 
of  some  cities  means  certain  municipal  bonds  could  be  risky, 
and  with  banks  leery  of  lending  to  developers,  commercial 
real  estate  won't  emerge  from  its  swoon  any  time  soon. 
Nevertheless,  the  market  has  proved  its  mettle  as  a  predic- 
tor of  general  economic  revival.  So  while  the  market  is 
already  up  a  lot,  there  is  still  room  to  profit  from  the 
recovery. 

IwlUKE  J 1 1  Vl%/  LE9J  VMK liU'f 

FOR  CHINA 

^^|hina's  aging,  hidebound  leaders  seem  to  be  underl 
illusion  that  they  can  still  play  by  their  own  rl 
^BPThey  need  to  be  sharply  warned  that  China  will  pp 
heavy  price,  both  in  dollars  and  in  international  standin; 
they  continue  their  predatory  trade  practices,  reckless  f 
ports  of  nuclear  and  missile  technology,  and  denial  of  b. 
human  rights  to  1  billion  Chinese.  u 

The  U.  S.,  as  China's  most  lucrative  export  market, 
deliver  such  a  warning  by  attaching  conditions  to  Chi 
enjoyment  of  most-favored-nation  status  in  trade  with 
U.  S.  Congress  should  push  ahead  with  legislation  to  link 
extension  of  MFN  to  improvements  in  China's  behavio 
these  areas.  President  Bush,  instead  of  shielding  Beiji 
leaders  by  vetoing  such  measures,  should  impress  on  t 
the  heavy  costs  of  continuing  to  flout  accepted  norm 
economic  relations  and  in  the  treatment  of  their  own  peci 

At  stake  for  Beijing  is  a  surplus  in  trade  with  the  1 
that  may  reach  $15  billion  this  year,  as  well  as  contir: 
access  to  advanced  American  technology.  Chinese  lean 
must  know,  too,  that  foreign  investors — from  other  C( 
tries  as  well  as  the  U.  S. — will  shun  China  if  its  finances  i 
undermined  by  loss  of  the  crucial  U.  S.  market. 

In  return  for  the  benefits  of  a  global  trading  syst 
China  must  be  required  to  observe  its  rules.  And  the  gta 
community  must  also  insist  that  China,  as  the  most  populP 
nation  and  a  member  of  the  U.  N.  Security  Council,  start 
allow  its  citizens  the  freedoms  that  civilized  nations  en' 
Otherwise,  an  eventual  upheaval  in  China  could  endar 
other  countries.  Although  the  U.  S.  cannot  force  b 
changes  in  China,  it  can  use  its  mfn  leverage  to  help  sh 
China's  relations  with  the  rest  of  the  world. 

TlftllTED  TARC  AM 

RESOLUTIOH  TRUST 

^^■he  General  Accounting  Office  has  confirmed  what 
^H^those  watching  the  savings-and-loan  cleanup  have  long 
■  suspected:  The  Resolution  Trust  Corp.,  the  two-year- 
old  outfit  m  charge  of  the  job,  is  in  disarray.  The  RTC  lacks 
adequate  management  and  cash  controls  to  monitor  its  oper- 
ations, the  GAO  told  Congress  June  11.  That  means  the 
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NOW  DELIVERS 
TO  THESE  TWO 
TIMEZOtJES. 


OUR  PRIORITY  OVERNIGHT 
SERVICE  DELIVERS 
BY  10:30  A.M. 


NEW  STANDARD  OVERNIGHT  DELIVERS 
BY  3:00  P.M.  AT  ONE  OF  THE  LOWEST 
PRICES  AROUND. 


Federal  Express  is  now  the  only  air  express  company  to  offer  two  next-day  delivery  service  options. 
•  Priority  Overnight  Service can  deliver  your  most  time-sensitive  shipments  by  10:30  A.M.*  But  if  you  can  wait  until 
le  afternoon,  new  Standard  Overnight  Service "  will  deliver  packages  up  to  150  lbs.  by  3:00  PM.*  At  a  price  that's 
igh  to  beat.  And  of  course  both  Priority  Overnight  and  Standard  Overnight  come  with  all  the  service  and  reliability 
you  expect  from  Federal  Express.  We  figure  all  that  now  makes  us  two  times  better  than  the  competition. 


Absolutely,  Positively,  The  Best  In  The  Businessr 


)l  Federal  Kxpress  Coqioratlon 


*See  Federal  Kxpress  Service  (iuide  for  deliven  commiliiienl  in  your  area. 


